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SOCIAL SECURITY REVISION

MONDAY, JANUARY 23, 1950

UNITED STATES SENATE,
(COMMITTNI- ON FINANCE,

U11ashington, D. C.
Titlo committee miet at I0 it. tit., jmmruat, to recess, in rmom 312,

Senate Office Bhuildig, Semator Walter F. (,eorge (chairmim) pre-
siding.

Present: Senators ,eorze, Commahlv, Iloev, Kerr, Millikiti, and ''aft.
Also present: Senator worshak;'Mrs. lPlizabeth B. Springer, act-

ing clerk; and F. F. Fauri, lAgislative Reference Service, Library of

'rOt CAIRMAN. Tie conimittc,' will come to order, please.Fir-at., this morning, I would like to enter into the record as,. it part
of today's hearings, a table showing the estimated immal amount of
increase in Federal funds for public assistance for each of thlt States
under11. IR. it0c0. It. also shows the amount eacli State 1maW. in-
crease its average monthly payment for old-age assistance, aid ti the
blind, and aid to dependent. children at. no additional expense to the
Stato. It addition, tdw table shows the estimated additional antuml
cost, of the Federal Government for public-assistance payments for
these three programs and for the establishment of a fourth category
of as,,istance for needy permanently and totally disabled persons as
being $263,090,000.

cTie table is a1 follows:)



TABLz . f. 000.-Etimated I increue in annual amount of Federal fund. and in average monthly payment, by program 2
(Based on data for Septtmber 1949

Increase in annual amount of Federal funds I Increase in average monthly payments

Aid to dependent
Old-ae Aid to the Aid to Permanently Old-age A i t. childrentate Total ssistance blind depenlent an, totally assist- Aid

chdy Per Perre-
family cipient

1) (2) (3) (4) (s) (0) (1) (8) (9)

Total, continmtal United States --------------------------

states with per capital income:
Above average ----------------------------------------------
Below average ..............................................

N evada, ...................... ... .N e York -. --------------------------------------------------..

Delaware --- -----.-. --.-. --------------------------------......
C alifornia . ....................................................
MontnLa ......................................................
District of Columbla. -------------------------------------------
Connecticut -----------------------------------------------------New Jersey ...........................................
Rhode Ialand.......... . .. " ,
Maryland..... ............................... •
Mamohusett3---s ------------------------------- ------
North Dakota. .......------------------------------------
O hio - - - - - -- -- - - - - - -- - - - - - -- - - - - - --
Washington .....................................................

Wolordo .........................................
South Dakota................................... .._ -
Colorado-.---- --..... -------------------------------------......
Pensylva ...................................................

Iowal ..........................................................I l ..................
aon ........... ".""." " .........

2 K0900 $70 =,0)0 $1,94.000 $12.28,000

123,430.000 16.39K 000 325. or* M3, 03m0
139,660000 , 37,000 1,624.000 Gi_ K.

61.000
23 45Z ODD
13,919,000
39& 000

M 037.000
828,000
703,000

1,969.000
3,059.00
1,540,000
Z.53Z.000

796, O0
la.342.0M0
4, 523. 0

1 00. 000
1.0 47, 000
2,111.000is, n 060
4. 7. MO
1,685,000
0. 448.000
.210,000
SU3,000

2.0001.93,0W
3,091,000

94. 000
373.000
111.00
70,000

253 000
460,000
251,000
481,000
8416, O0
190.000

1 69 00
330,000
20. 000

1,767, 0M

80,000
Z.83Z000

493,000
%3.000

461,000

214,000

$4 650, 000 $2.19

43.146. 00 1.15
=. 5. . 000 3.01

.............. ....... 0
34.000 13.229.WO 8.197.000 1.42
89o0 6,.35.0o 4.. 0.,) 2.01
5.000 1501.000 149, (COA 5.00

13.000 6,24,000 6,308.seo .12'
3. (C) 519, (M 195. O(M .3
6,0 1) 4. 00 139.190 2.20
2, O 97s. r" 7391 9(0 I 17
2.000 1, 2 Z C X) 1.3X11. iW K G,
3. OM A3. 10 433. o(M 2.11

1M0( 1,..,460 5.31. ON) 3. 35
13. o 2. 94.(0 . 617. (0) .70
2. O 427, (Nq 177.000 1.79

75,00) 3,127, 000 5,442.0 ) 1.12
1,000 Z, 7R, W6 1, 401.0(8 .40
1.000 122.0 1(.440) " .4
17.0(0) 6,37, M" 4. 'LP v 0 1.52
9,000 510.1000 144.000 2. w.
3,000 1.311. 0M0 717. 9841 .14

............. 12,3.0(8) 3.7A1). M6 2.0A
2.5,000 2. g3. (M I :,M. A) 1.70,
10,000 85, 000 320 ,090 1.70
59,000 407.000 1,887,000 3.45

3,000 , 000 95,0001 1. 6
20,000 1,142,000 1,031,000 1.36

,000 54Z.000t 7% 000 1.64

$2.25

.02
3.16

2.6

.12
54

2.11

1.42
1.42
213
.. 6:
1. &1
1. 0

.12

3.4.5
. M..... i.....

1.52
1.42
2.00
.76

1.42
.83

M3

$18.77 $s.in

20. 0 5.96
17.20 4.76

20. 51. C 1
20.69 5.84 ,
22.98 5.82
M 81 6.18
20.31 5.62
22.43 5.520. 49 6. 07 '
2f, 47 5. 73
20 41 5.94 M
22.1) 5. 320.. N 5 99

21.8l 5.65
2n. 2 5.47
2 1.17 509
21 24 5.69
20.81 6.28
20.79 0.01
21.42 5.72
20. 07 5.8.5
263 5.,
20.21 5.99
20.54 5.91
20.40 5.78
20.28 5.69
20.28 1 5.73



Mbn"fto ------------------------------------------------------ 405,00 1,080,000 10,000 1,04 000 1,875,000 1.62 .76 21.26 5,0
Mlu r i ........................................................ 10,613.000 2,104,000 ------------ 4,.84.000 3,574,000 1.45 ---------- 16.46 4.65

Kan . .................................................... . 2,673,000 52, 000 13,0 1,271,000 8 00 1.17 1.42 20.34 5.68

Utah -------------------- a--------------------------------------- 1,272,000 180,000 3,000 835,000 248.000 1.54 1.17 20.80 5.83

New Hampshipe ----------------------------------------------- 855,000 169, 000 4,000 355,000 - 327,00 1.97 1.12 20.48 5.80

Vermmnt 6------------------------------------------------ - 615,000 291,000 6,00 178,000 140,00 3.84 2 66 17.22 4.0
Mains . . . . . . ..---------------------------------------------1,70,000 287.000 111 22000 M.000 1.57 1.45 15.94 32

Florida 733---------------------------- 7,00 1,o ,705,000 59.000 4,609000 874,000 2.13 1.57 10.39 4.73
Arizona ......................................................... 1 K18,000 88,000 4.000 867,000 237,000 .61 .40 21.67 5.5

TeZas............................................--------- 14,332.000 9, 700.001) 197.000 31,500 772,000 3.72 2.68 17.37 C.58
Virginia ....................................................... 13,329,000 1,0830 78000 1, 551,000 637,000 7 4.8 1 4. 18.90 4.93

New Mexico..-................................... 1.951,000 48,000 21,000 1,239.000 253,000 3 81 3.41 20.41 5.71
West Virgin ................................................ 4,796.000 1400.000 1,000 2.812,000 533. 000 4.79 4.56 17.12 4.62

Oklahoma ...................................................... 6, 579,000 509,00 20,000 4.794,000 1,256,000 .42 .61 16.00 4.70

Louislan ................................................... 10,162,000 81, 000 45,000 6,90,000 2, 277,000 .59 2."1 21.43 5.08

Georgia ....................................................... 8, 35, 000 5.434,00 148,000 2,431,D0 5 522,000 4.82 4.79 16.74 4.68

Tennessee .................................................... 8,137.000 3,420,000 99, 000 4,185,000 433,000 4.56 3.45 17.04 4.63 M

North Carolina --................................................ 6,833,000 3,328.000 207, 000 2, 60, 000 638,000 4.87 4.5 17.45 4.57 0

Kentucky ....................................................... 8,196,000 3,6.000 1 28,000 3,94 ,000 490,000 5.00 5.00 1&.56 4.70

Alabama ------------------------------------------------------ 7,277,000 4,357,000 77,000 2,259,000 K4, 000 4.87 4.88 13.66 3.6

South Carolin ............................................ 3,531,000 2,314,000 85,000 671,000 401,000 5.00 5.00 7.21 1.88 L4

Arkanstas ...................................................... 6,313,000 3,403,000 10,000 2, 490, 000 312, 000 4.88 5.00 16.74 4.68

Mhoissippi ..................................................... 4,28,000 3,30200 150,000 690,00 58,000 4.70 5.00 6.62 1.78 W

Amoumt per inhabitant

Total, continental United Sta ......................... 1.781 0.48 30.01 1 .85 0.......... ........... ..........
States with per capita income:

Aboveaverage --------------------------------------- 1.49 .2D (9) .76 .52................
Below average ------------------------------------ 2 1 .83 .03 .9" - - --- --- I----.-

H. R. 600.-Federal funds shall equal, for:

Old-age assistance, aid to the blind, and aid to the permanently and totally disabled: Four-flths of the first $28 per recipient plu one-half the nert $10 per recipient plus cuethird 0

of the balance within maximum on individual assistance payment of 80.
Aid to dependent children: Four-fifths of the first $15 per recipient (including dependent children and one adult per family) plus one-half the next $6 per reclpent plus one-third

the balance within mainums on individual assistance payments of S27 for the adult, plus $27 for the Ars child, plus 918 for each additional child in the family.

$Assumptions underlying estimates:
Old~ assistance aid to dependent children. and aid to the blind: Assuming that States will continue to spend from State and local funds each month as much as tuey spent from

these findsIn Septemier 1949 and that additional Federal funds will be used to inerese average payments to recipients.
Disabled: Assuming that States will spend per disabled recipient from State and local fundsas much as theyspent from these funds per aged rectpien ,n Septz'nber 1949. Because

of limited infomation the estimates for the respective States, for this category of assistance, are subject to a wide margin of error.
SLess than 10.006.



1(11) ~HOPIAI. SEI(TIY ltYX:isiON

'lli'hO C II NIA N. I1o11. 11011 '1'. II unt, ('0 1  
iSqjOIlil V of tOt D)uIt -

sliitlit tid it hrit'f Stitt t'iliit oil 11. It. tMooit. 'I'llt Stitt it'lmit, volsist 5
of It Pa1gio 111itlti alf of tvi'lwrt It'li tuutIt'ivill itid witholit any lijii'

-itt it ill go into tOwt rt'votd It. -ut of -Ipoetitlihiigs tINS
muoring.

('1'tt, staot miltit ram-t't ito it; it. followt:

Thei prat'titl ilmiltrt d of our 81 att emtphoviytit stiauiv p jrogramt IS
trill IWlr.'it d bYv th hri'lls of( tilt hi'lt'rl 8oi'ial sii'itriv Act, It, is1 (itt ii'ithir.
staimilalli that %Wi' shoi lit ilt llmliv votitir~i~i I t Iifi, jiossilil imi(i f pro.I
V1,4ituis ill thtiliedrl siatlito till iiut 18ttt, mvi. I amt, ittortlitigt, takig flit,'

it tlit's oftit( (lit isotoi ainind mit s
Ali t'mtiuit bi ofli' tilitt tit of It. It. (Mt), Iiiss~l yli t' v Iti 111ttitofItit'

titt'titatlvt's, rt'vtitls lim holl of hIts liovisionls. if tinaitv ilt itptitli It Ctigr'sN iln

riftir tit tuit ropttsti ameitti (it stit ltl 2J kfii) t(f tlio 8 oval 8tt'nnlt ty Act.
illitall'tijtiljit Itoi l fo igis ago mivion Imif thummin lull.i

ioittrutt't sitilti'sS tills PI .iii 51gf tit$ lt l.1 t u~tli ivi 111tuttl st

VOiti tlil t it ti, tits tatiti i ti ilart it'll sitiwto kitillt loilliiui itt I i It vtrv
tiiit 'or hm4liti'ilittll lwit i 's itt' trbe for jiu t i tt it 11111 il yvrt bot thit
antiii t i' tvtuia v attisoi qoV11 i't' wit 11ltiii Sl at. iemp fui'tIlit'it lin' tliti ti

liitunltltt stot lilt t to llt hi lts litvi lv i' i'ri' obirl4thta shioft 1 i 111% hi' otrillitll

lawt rlills i'nt ihtiv ti idfor11 ttiaiit 11iy rolt tlitir t111.11ir'sv1ttilt rSilltI ttufor

per ill s11tunivslls til galet rihtr Itiliti til'v Ilst illtgtill nt ol Ii' titi
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110t. tl tIV 111%4kis of (110latalead le~gil vtieitsta It wmtilal I lita mirvto t patiajltt
t ho tit Iitr h-4tis toi a' atat t a l t t ttl I t I I m t vt'a't~drabtly I it, itAa. lilIt I t tit
utvaaldativoa throuaghi tart' foaralt shaifts a tt voaattrithal tirralaamt'ttat'ts. Nloa4t t f ill,
it wvatida priaviala' for grant r a'arlt ty fit Itah' aplittli taut o p rogram id ata l oad
t)(111011; botha vioaaloytra na1tal a'tttjalay'(WA'N b r'ataaav11 t111 it(t o tt' lla11t, %Vata'll t10W
a',ista reant lvii toi vla't lar tor taut lartivtalr ttaaltvtalnlatt emptlalayea'a fair ttaitIt.
aaa''irity lmarlu)it'i.

1l'ht ( 'IAIRStIA N. NI iSluA t,1 ali'a -otil tra' st'ltldltd its4 tit
litA wiitetss. Will youa jutst. t atk t hat st'att ' here, please?

STATEMENT OF MISS LOULA DUNN, DIRECTOR, AMERICAN
PUBLIC WELFARE ASSOCIATION

NI4 DU liN N. 'I'11t1i1h %'ou, Seau~tl'.
'I' ('11IIINIAN. WIill YOU ]%ow% Ilt'aaSt' itilatify yourself fortil'h

NI isS DUtiN N. 'AIN' 1111111 is I 01jotal 111111111. 1111d Itt 111 )ireet ior of th10
Amtericant I'aalit- Wt'lfart' Assoviaioup tll taiil of sttilt' aind
locall publit'wlfat dt'piut litt'ts 1111d iitdiv itttls t'ngagt't in public'
welfirt'II atlnl ltevels oif govt'aiultaitt. . I It~'itt t tts'

XN1111%. itidividlill St atets are' sem'atithiow pksltlto1eet

to 4nvil st'tur-ity. 'N ly t'sIit 1oily is related t1 ith tit'toaaataon dttaoit-
imatoi. of t htkiig amon~tg till t Itt suttes 11nd fill I host' what aidtuiaistt'r.
liIt' pulalit. tissistattica antd ot her wt'lfara'1 lsliets of the Saciail SecuirityN
Aet as eelrittinet t through th lt autthiuevy oif their owit or-gattlizti on.

'f'lt 4. 'At iMA ,. Worte vou it Staut' olliviild?
NissiSR MN N. Yt's; 1 wits I Was4 V0 'oalti-Aioluat' of NYelfirt' ill the

SAtatta of Alihiin unttil thisA fall.
'l'ht0 (1taAtRNIAN. 1Put' ho0W 10g?

N Isl)tYNN. For 12 years. r
'l'110 (1itAHiMA N. , l111111k YOU Vt'ry1 1111101l. We Wa11ttit) get t ha1(it%

thI' reordl.r
NI iss.1 DUN N. N11all t1irall dil'rt'tteos dot arlist' oil speeiit'v piitt hut-

he 41r-ai of genevrad agrevaneult is nolit' dit' less wid' 4, 11t1 sigiiaitl
FirAt. to111y I eXpreTss outl' gratitiit'ailiott with tilt, foresightt showtt lay

this t'tilltdt t ta in aippoitit og lit I9.17 an Advisor'y 4.'ouncil oil Soial
Security c'otiposedt of otlstatoitag vit iizeos repreTSetitII ivt%'(of all at .1or,1
itit t'rt'sts t'tcitelWitti soviildscrt 'l'ei''llreott of t his tidy isory
(101i16t'i sowetl , im ouv opilliool, itt lligetit st idyIN of th hle tjatest iouk

tot'itts antd tcatieta 11tatls ittbly this coutocil illn 1)47 andit IP-I.1
liuvo nlow inl 1 9.50 lit'cottetpllitliing,1 tll oiiillt t iss'-As as. it ret'slt.
of dI hotursta of iteing twt'utts. We' 'a'ii tit, coiititvoi is it ha'
v'tligit tilttt vil ill havitng ht'fort' it tilit' i'tctioa'lentlfitals of t his fort-

Wi' also Wish to tex W0t148 0tI'I saitisfatt'tioit with Ilit Vigorous aindi 1ti-
tlerstitittlig way in 114-11b the IllAt bustevv'tiilly through its WVI.As aitd

prlestitt soil aa't'iiity~ pr'ogramll III pre'paring itl passing the bill itow~

toi1litttto will bo elliily cmttct'i I tIiit'l i uitit'ilt ionsq 11iid adidit itns
whlicht wo would bik' it) set, tttdo in It I. (100 1) wish ltotake vlear
our gett'ral etrstt't.for tlti piovisis tof tlie' hull.
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I would llkt% to preftwe our speeitle revoamaalt ions by it 111,10'o11
Itt'l(ouot of our position eoleetitig tfiellt, toli of 1,;ttti iitory
sovial iiost IraaloI%'tilol puibtip IMssistallt, gralIt Id on It lit, I111-4. of inI div it I I;
110t'd. 1I'ttlil el~t'fare eotiito'ioiei's 111d ofthers voll'erto'd with Ii tto
admnitrot iou of tittit ieavo long been dust iurlbY i t he rnwinig
fnine and cOSt. of 1146 i1tt N pno't gruilsi, We do ot look wVithI 1,'uit iiusni
onl growing assist alie load s. III facet, onl t he voat I'l 111 we ve thleso
large vase load,4 itot i metanre Of our fiflure o ai Nt ifi to phtvoi'tt
depelidenct'. Wo ae litv'bt'n itrt I)I-ivilurly 11lurin1ed 1)(1t 1 by tilt' Cu ilurte
of the i'ot ributory 'aisr c ttvstta to keeplili Muc i beneit
lovelit wilt iti risi ttlg cost. of living IAs rellecteti ill the ailliniut suit1-
siltc levels established 1y St tote foll pulit assistiiv un 111ad by t he
failure it)oextendi flit contiributliory ityst t' to it larger lllpl~i'ri Of
the total poplolt toi. Tis has rt'stil t it a noiilag hlre.4sltt' bothI
oil the States and t he 1Mederat ('tIg rem to movel t i, ssistiltieN p~nj
grant In thit itittoti diet ion tilixough higher tlut-g ratit tissist ttIWO
payment'it it and fewer eligibility restriet oint. We feeil fth (i his lirvsm~re
dimott Cho relat~loanbip of Olulie o sist lav ito socitl itmiratie anid
will sterioutsly tidatigor (lt, lot or if itandito e tiion is niot t aket i t
broadeni thu coverago of tieciil isuraiev lud ineasei its b11eti(
level. Wo wq'ee jtb'aitd it) oto thait the aidvisoryv outivil report
~ointo itt thin probemn sto aiarjdvl, it did likewise (lit, report oi

IitI( OOf t he I loltso Wayit otid Metiit ('Nun11it teeo.
I know I do not lit'eed to itsto it fil- votatnit te fit' h obvious

eenM)11111, 140J4a1 tVIId itidliViitdl titlVallt uge of a1 ('0tit rihittory itystema
wihit'hl ist self-1linticilr and11 olt itlos1 tilhe betwtlarv t Jil vtlltl(4,
without. inquiry inito F11s itndividlual sit natioul, n14it aut teor ot milquity
right. When Imost. individuals and mtomt itit tijmot of (ooot.
lisemitrity beyond th liettrol (if itidividutats are, covered in% t lilt wuv,
jeshilic tin jtj;nce (11a1 tissutan its right ful resdual rolt', mitilg ttiitiul
it ituatilens ill it flexible idivjd1111 wily.

For thit% reasnt we would i ike t Io seev t ht' t'overa go of fliho social lasur-
alice proviitions Of M1 It. 6000t ext ended nit tho advisory couincil
rtw eo n tade, to till workitiK pieiplo. Wetfalrt ota inr i
agrirntltuial StateA tire patrtii arty t'otirriwi by fil,' need ito britig
into the ceint ribittory nvntom ielf-etiployetl farmetrs mtid fatrm workers
litmatto they reogniie file heavy buitren whichi their exchiionl
Iniposes0 Onl Nteir Staten. 'l'o thel ex~t hat t social ntirit- ( or fte
Indust rial worker, iuidt'r eilher public Or privtit e Otipit-i\', vt'nteu- int o
tile cost. of proditelag nianufau'fured goods, thll fartmer pays him share
of the bill without, any equivlvtent. benefit, Tim only tioluitlout to thist
prolouitppn'tri to lie In a utniveritul itvntent itt wl40t'i ll catn thart
etmltablyVilmi'lelrept of parity InI a. factor itn ret iremnet oxtuetly ats
it, is in current farm income atu incremiingly farn Sltpa ' atit (a-m
ormanluatiloun are becom1ing imaro of t let tiftriglht t hin other aspect
of ituhanaw between uirin and rural life. Utiti t'r presu'uit, vircut-
stances It. III not, surprialIg that rural Staten, with little make in not'ial
Ingurance, are tho entern of thle mnovemnent for a tmiversal old-lage
ponition nyntem whidh so nerlounlyaageifle otbtr sylte.

We alno favor the exteson of contributory nuranco to otl'r itelf.
employed, public worked" , worker for nonpirofit agoelmn--licro we
wolid prefer a compulsory contribution trout enipboveu asi well a
oniployeon-aitd domestics. Within respect to tloniics we ithoumld
like to see coverage extended to pairt-tineo tiemnotle workers IAs M0011--
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mend ed by the I louse minority ns; well as the full-t ime workers covered
by 1I. It. imoo.

lveimiso of our interest. in reducing n,sitaiio oas an iuckly as
posihl, we flavo1' tfi so-aled n1ew Start revollimetidatiou of the lid-
visory council whereby persons 1plrochleing the retireilent, ite 1ull
quality for bei,tit aher a year and a lil]f of coveril eipovilen ,t.
r111her ta111 a millinul of b year-s as required in II. It. u000. NVithout,
this provision the effect, of extended OASI eoverno oil assistimce
costs will be long delay ed and tho preures to liberalize .ssistoani,
progalii in tlit pension' direction will eont.iile to grow.

N\' favor the provisioiis of It. It. 000) with 'respect, to ilmirance
against, pern1aieuit a11d total disability because we know the cost,
both ill i1dividull depeude1ley ald lcharges igai nst. tax flUds of hrolic
illles 11nd Iong-timet disabilitv. Over three-qurter of a millimi of
those receiving federally aide public nista iu , are in ned because,
of disability and atiotluer third of at million ore similarly dependent

Sg0%ienra n"istatne. We favor tho closest, possible relhtt-ionlhip
betweemu disnhilitv iu11iru'imee and rehi hilitatuion il order tht. the .
helitufita of advling lmedial knowlvedge may remove as many tas
possible to seltupport. 1h1t. we rvogi i e tint. mosAt, cases of per-
1n11ia t. disability fill in tlh higher ngo bracket st,1l ectitute, lln
O'tre't, )ri'imatuII'e old age. It 1Iotnis to utit unfair amilunecessory
to require a lmun who lhn worked all his life but, is now l edriddelu lit,
63 to e'ke out. the next. 2 years onl Pawistatco rather than extending hi1m
tin dipnity and comfort of tile retire uemut benetit, to which he would
he eithled lit, (t).

Even though wo eillplillsio the prh1u1ry i1mp1ortanice of preveitii
ii l'pemhd11ey- -thlriugli 11A ell Xled Vcen iulilutory ihurance mysteu11
jols for AfI movable persons,, niud rehiabilitatron mensure.s ali
theso who cal be retorel to eiployability-we recogiui'e that when
1need dm occur pulic replellmilhity itust, exist, to rhieve it, lhiiS 1

not. ia new coielpt. inl our society but- it hia t undergone at eonsiderable ,
eliame from thl early poor lavs enteI in the oixteeith ciutury.
We feel that all geil1iu1ely nieedv persons should receive syNulpathetle
nud intelligent. .ont.ideration of their uceis And adeplhato assist mine
to Illeet. theil on atit bilis of litiniti decet miy colsitt ont wit h1 Antite rii1n
coieepto of Inimn dip 1ity. F or this reason we favor the extemtsioll
of F federal aid to the ntites to include asitnco to tll need persons,
whatever the cause of their need. We fed that, the esentitiul welfare
role in social secrity, is to provide thfe ultimate e ulderpilnig, to
servo as i 1ouir. of isat resor(, to which persons call turn wheul the
more speeinlisl public programs at well as all private ,oresmoures
have failed to meet. their particular neod. A tmsehensi st uimce
jimograut is es"elltial to tho fllfillment, of this social fulleionu a1nd we,
therefore, wish to reiterate our long standing oil )port. for Federl
aid to so-called general assistance ats well til, I l'e I)reselit llte-
gories. This roconiuendat.ion is also before you from the advisory
council ol soeinl security,

Senator M11M,1mKIN. Am Di)u1, may I interrupt you, please?
Migi DUNN, Ye,, Semator.
Senator MitmtN. linve you dietertiued to your own1 satisfartion

that, tile) local conUnUitie and the SNtes nre u1nble to meet (li,
particular problem which you are now disc.using, that. is, general
n0ed, rIgenrlhs of age, And so on1?

esN-40- i.t, 2-- -2
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Miss DUNN. Yes; I think we are satisfied that they need assistance
to do it.

Senator MILLIKIN. Has that been the experience?
Miss DUNN. Yes.
Senator MILLIKIN. Do not the churches and the lodges and the

community chest and the governmental efforts of the local units
concern themselves with that problem?

Miss DUNN. You mean general assistance?
Senator MILLIKIN. For all needy. I am assuming that. you are

talking about the needy, regardless of ago or regardless of working
status.

Miss DUNN. Yes; I am. And I think that they do concern them-
eelves. But there is a great unevenness, Senator, over the country,
as to the availability of those facilities, when you take a country as
different as ours. in some sections of the country, I think you do
have highly organized machinery of public and private agencies to
do a better job than you would find in some of the more remote and
rural areas.

Senator MILLIKIN. Could not an argument be made directly to
the contrary: that the vastness of this country, with all its inequalties,
makes it rather impractical to have a rigid system?

Miss DUNN. Well, I do not think I am speaking necessarily of a
rigid system, Senator. I am speaking of an underpinning of the
program, so that wherever a person may live he may be guaranteed a
minimum security. Just because he happens to live in a rural area
in Senator George's State, my neighboring State, 1 think does not
mean that he should not have an opportunity to obtain the minimum
essentials of life, any more than if he had lived in the metropolitan
area.

Senator MILLIKIN. I am not at this time, at least, resisting what you
tsy, but I am trying to get at the causes. Oh, I realize there are some
very, very poor communities, and there are relatively poor States.
But why is it, generally speaking, that we at home are not able to
solve these problems of general need where theie is real distress?
Why is that? Why do we come to Washington, in other words, and
ask for a solution of a problem which, by it s nature, is local?

Miss DUNN. Well, I am not sure that I would agree that it is
wholly local.

Senator MILLIKIN. I agree that there is a national impact, on every-
thing that happens in the State. I agree with that. But after all,'if
a person is sick, he is sick in the town of Squedunk; or if disabled, he
is disabled in the town of Squedunk. And that has a direct impact
on his family and on his neighbors and on the community, and in a
dozen other directions, the most of which are local. True, it is a
national disgrace to have insufficient education and insufficient care
of people, but I am talking about meeting direct local responsibility.
Why is it, for example, that we come to Washington, as we have done,
and ask the Federal Government to take over relief programs for
crippled children? What kind of a cAyuntry are we. developing that
we cannot take care of crippled children at home? I am trying to yet
the benefit of your experience.

What is the matter with our thinking, what is the matter with our
humanity, what is the matter with your local decencies, when people
feel impelled to come to Washington to ask us here to pass laws and
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appropriate money to take care of a crippled child, who essentially
is living at home, and whose problem reflects itself all over the com-
munity?

Miss DUNN. Well, I do not know that I have any simple answer
to that, Senator. I doubt if there is any one simple answer. It is a
part of the times in which we are living. I think it is a part of the
whole system that has been developed. I think that the lack of divi.
sion of the tax dollar as to what the State has and what the Federal
Government has is all involved there. I think that as we have
become a more complicated society we have often lost sight of the
fact that much of this is still being done locally. But the complexity
of life today magnifies these problems, so that we have to knit our-
selves together, as the community, the State, and the Nation to
solve them.

Senator MILLIKIN. I think you have made, if I may say so, one
or two very profound observations. Surely it, is clear that the more
of the tax dollar we bring to Washington, the less of it we have at
home to serve our needs. That certainly is true. And the more we
put these burdens upon Federal Government which perhaps-I am
just stating an hypothesis-should be handled at home, the less able
we are to meet our problems at home.

Last year we passed a bill in aid of crippled children. And frankly,
it made me sick, I mean physically sick, to see a situation where a
community would bring the problems of a crippled child to Washington
for solution.

Senator CONNALLY. Are you through, Senator?
Senator MILLIKIN. Yes.
Senator CONNALLY. Senator Millikin, I heard your statement and

sympathize with it very greatly in a way. But I would like to suggest
to the lady that one of the reasons these things come to Washington
is the unjust and uneven economic situation in the United States,
whereby there are funneled to the rich centers like Chicago and Now
York, the problems and the emoluments that come from all over the
United States. Now, I have voted against a good many bills simply
because I wanted them to be administered by the State instead of
the Federal Government. But when you break it up, there is the
seat of your trouble. The people out in the States see the injustice of
paying these enormous profits in incomes into these rich centers and
then having the rich centers holler, "Oh, States' rights. We cannot
do this. You must go back and do it at home."

When you try to force some little State right now to put on these
programs alone, without outside aid, it is simply unworkable, and in a
way tyrannical. Now, that is the reason. I am not saying I sub-
scribe to that reason altogether, because I do not. I very frequently
Ireak over and vote the other way. My sympathies are all the other
way so far as the governmental theory is concerned. But the govern-
mental theory is one thing, and digging (town in your pocket and
getting the money is another thing. However, you cannot disassociate
them.

Pardon me, Mr. Chairman. I just wanted to interject that view.
I think if you look back over the roll calls, you will find that a lot of
southerners who believe in State rights, and all that, every once in a
while vote for these bills putting the responsibility on the Federal
Government, and the reason is just founded in what I have said in
this statement.
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Miss )UNN. Is it not true, too, Senator, that there are n1V
Stats where you have a larger block of child poIpulation, in sonie of thel
Southern States, for ilstmiede? And we sl)eiiour money educating
them, and then they go away to theso idustrial States you speak of
and help earn tie money that you are speaking of, and then soiine of
the States are caught with a very young ndi a very old poluiatioi to
take care of. I think you will irol that is true 'i a mninher of the
StatAq that are economically considered very poor. And I think th1t.
contributes, Senatwr, to the problem that you spoke of.

Senator MIMAKIN. I think that Senator Connally emphasizes tl,
proposition that the more we bring these programs to the Federal
government the costlier the programs become to the Federal (overn-
ment ani the less is our ability to tako vtro of our problems at. hlonle.
T1'hat applies, I suggest, to the Southern States as well as to all the
other States.

TVhe CIIMAN. You Ilny l)oee(d.
Miss DUNN. I have just finished stating that we were supporting

gonoral assistance.
If, however, you do not feel prepared to commit the Federal Gov-

ernment to sharing in the cost of general assistance at this tine, we
urge upon you a broadening of the definition of "disability" in time
proposed new category, "Aid to the permanentlv and ttam llv dis-
abled, " in I R. R()000. We should like to see 'this broadeied to
include all those who are needy because of disability, along the line
of the bill introduced last, year by Senator Long, S. 2162. ohe most.
constructive investment of public assistance funds can often be made
in the early stages of illness or disability when preventive or curative
measures are ti most possible.

We should also like to see a broadhening of thie definitioni of "eligi-
bility for aid to deipendent. children" to include children with both
parents able-boedied and in the home where actual need is foundl( to
exist. The present definition can have the effect of encouraging
desertion in localities and, situations where unemployment, does exist
since the eligibility of the family for federally aidled assistie is
dependent on the absence of the father.

Senator MILLIKIN. May I ask you another question, please? You
believe it is more advisable to take care of the disability problem
through the old-ago and survivors insurance system than through
general assistance?

Miss DuNN. I think the first and most important thing to do,
Senator, is to extend anti broa.den your social insurances. I think that
we public welfare people have seen, better perhaps than any other
group of administrators, the result of failure to extend the coZverage
and the bencits for that group, and at the same time tho mounting
costas of public assistance. And we would like to see just the reverse
happen: A growth in the insurances and a decrease in public assistance.
We think that is sounder economically, and we think it is sounder
planning socially.

Senator MILLIKIN. One of the difficulties with the old-age insurance
system is that it is taking a definite amount of money, and you are
obligated to pay a definite amount of money. Where you have a
cheapening o ithe dollar, you cannot look very far into the future and
say that the man is going to get, in real purchasing power, that which
he is paying for; whereas, in public assistance, and I just want the
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benefit, of your long experience on this, because this has been plaguing
lie a little bit, the Congress can keep its appropriations for puhli
assistance in fine with the purchasing value of the dollar. For
example, as to the $22 or $23 average which we are getting out, of
old-age and survivors insurance if a fellow starting contrihuuthi back
at. the beginning of the py'steil, lie is only getting 50 percent. of what.
lie paid for. Now, coul T have the beieelit. of your thinking oit that.?

Miss )ihNN. I am not sure, Senator, that 'I in clear what. it. is
that you want, ie to coninent on.

Senator MITNLWIN. * let u1s break it. down.
Mi , DIUi\N. All right.
Sea tor NI il~i~iKIN. In public assistance there are many teitipta-

tions, including political temniptations, which we will pass for tIe
lloniieiit. I1ut we call sit. hire ,verv ear, and we cani sav, "A disabled
1n1111 leedA so nich inoney in ternt f tile present. value )f lte dollar,"
and we can klp ousel,.vs in consAn li idjustllent with the value of
th dollar in the public-asistance field; whereas in the insurance
field you have, if I nay repeat, t ihe word, a reatler rigidity. You pav
ii n fixd number of'doll am, and you take outa ifixel, miner of
dollars. and that. which you take oit may have no realistic relation
to tIme ieedst of the insuired.

Mtiss DUNN. Well, I think that actually we havo not boen nblo to
anlicipate the purchasing power of the'dollar, even in the public-
assisince programs, an realistically as perhaps we and you would
have liked to do.

Senator N1ILIAKIN. We have made some increases, but, I do not
believe they have kept, tip with the loss in purchasing value of tile
dollar. Bit we have iade soie increases.

Miss D'UNN. But. oil the other hand, there ha.s been nothing don
appreciably on tie insurances. Aid I think, to follow that. idea,
Senator, you might ay: "Why -oivo for the rainy day? Because
you cannot. anticipate what. the price of your dollar woild be at. the
tinieyou need it." I think it is certainly socially sounder for a
p toplo to contribulo during the time they are earning for tile time
when they vill he old and unable to earn. I think it is more dignified.
I think it is more eooinical for the country. I think it is a far more
satisfactory way. And I think ultimately' if something is not done,
and done scon, on the insurances, they Nill be swallowed up by the
public-assiatance programs, and we Will be into a general public-
assistance or pension program without contributions of the employee,
or whatever you want to call it.

Senator Mit.i0IN. But will people be happy nnder the insurance
system?

Mies DUNN. Oh, yes; much happier, I think, than inder public
assistance.

Senator MILLIKIN. Will they be happier under a program in which
the fixed dollars which they are to receive when they conic into the
beneficiary status are worth so much less in purchasing power than
the dollars which they put in?

Miss DurN. Of course, I have no technical knowledge of the social
insurances, but is not one of the things youi are doing just this: that
you are looking at the plan of modification of your social insurances
so that you can as neery as possible anticipate a benefit level that
will provide a decent way of retirement?
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Senator MuIIIKIN. If we had a crystal ball, I respectfidly suggest,
that could tell us about the value of m1honey in, oil, 5 years or 10 years.
But we are talking about some things here that run to the year 2000.
Are we in a position today to anticipate the very thing you are talking
about, say, as much as 5 years or 10 years?

Miss 1)UNN. Well; yes; I think voui could do quite a bit on it. And
I think that the preset plan of just extending your public asistanee,
without accompanying it with an improvenwent of tie coverage and
benefits of your insurances, is, from where we sit, as welfare adhminis-
trators, very unsound socially or economically. Because we think
that it was never intended that way. We think it. was intended for
us to do the small job) anti for the insurances to do( the big job.

Senator MILLIKIN. Then am I fair when I say, when you speak of
the insurance system, that it should be put on a basis where the
outtake has fair relation to the value of the money put in oil the
intake?

Miss DuNN. Well, I would assume so, yes.
Senator MILLIKIN. Thank you very much.
Senator CONNALLY. May I ask you one question? The question

propounded by Senator Millikin about the fluctuation of loney
applies to everything; not only social security, but it applies to
salaries and expenditures of all kind, does it not?

Miss DUNN. It applies to all of us, does it not?
Senator CONNALLY. It applies to everything. We cannot solve

that on social security alone.
Senator 'MILLIKIN. I quite agree with tile distinguished Senator.

But that does not ease the problem, anyway. Talit enlarges thl
problem.

Senator CONNALLY. That may be. But. then to pick out, say, one
particular thing and say, "We cannot do that, because this m11onev
is going to wobble," is to leave out of considerat ion the fact that
rone), wobbles everywhere. We -would stop all of our activities
if that argument were valid.

The CHAIRMAN. The difference is, I think yon will agree, that in
ordinary life insurance, insurance of any kind,'it is simply one of the
risks we assume when we buy, because we do not know what pur-
chasing power it will have. However, that is voluntary. Now yoi
are dealing with a compulsory system, here, which the employer'al
tie worker are forced under. And we thought it wise to do it anld
did do it. That, of course, presents a slightly different question.

What I want to ask you is this: As I get it, you think that the
system should be extended to cover need, regardless of ago, and so
forth. That is, where need actually exists, and in thie case oven of
children, dependent children, where the mother and father are both
living, and the child is still with the father, but the child is needy.

Miss DUNN. Yes, I think that, there is geiluillo need there; that that
should be your measure. But remember that I prefaced that tate-
ment by urging that this committee extend the coverage of its in-
surances.

The CHAIRMAN. I understand that. I was going to coie to that.
You do believe in practically the universal extension of the insurance
service a stem?

Miss BUNN. Yes.
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The CHAIRMAN. And that, in your opinion, would very greatly
relieve the necessity for these grants-in-aid for these particular
assistance programs as carried on by the States?

Miss I)uNN. Yes. I think if we could get. our universal coverage,
as you say, so that particularly our agricultural workers woutd be
covered, that, would be very advantageous. In so many of our rural
areas, you know, a large percentage of our workers are agricultural
workers.

Tie CHAnRMAN. I think you specifically referred to the agricultural
workers or farim workers. That, of course, would give the farmer a
chance to come in as self employed. And even the temporarily en-
gaged domestic servants should b brought under the system as well.
Of course, I know that, living in Alabama, you have been obliged to
take into consideration the difficulties, the practical diliculties I am
now referrin to, of making payments into the fund. For instance, as
to farm workers, do you thiink the stamp phan that has been often
advanced by some of the Social Security people would really meet
the problem, solve the practical difficulties?

Miss )UNN. It seems reasonable to me, Senator. 1 do not see
why it would not.

'ile CiIAIRMAN. I want to just submit this to you, because it has
been urged hero by either Miss Lenroot or Miss Ilo y from Social
Security last. week: that. as to the need of the child, for'instance Just
to go into that category alone, if actual need exists, there should be
soie amstance given, although the father is at home and the mother
is at home.

This is the situation, is it. not? Is not the question of need entirely
relative? low are you going to fix any nimum and say, "This is
need, and beyond this it is not need"? Is it not a relative term, a
relative condition?

Miss I)UNN. Well, primarily the field of public assistance applies to
what we call the rinimun e sentials of life, food, shelter, clothing,
and sone reasonable basis of medical care. It does not represent any
luxuries at all. I will agree with you that it is relative. It is like the
measure of the price on a dollar in different sections of the country.
That is relative.

The CHAIRMAN. It is largely a question of keeping up with the
Joneses, is it not, after all? In part is is, I would say. And if the
only way to meet it is by general pensions, you do not advocate general
pensions?

Miss DuNN. No; I am advocating a general extension of your
coverage of your insurances on a contributory basis, and then doing a
job on your public assistance.

The -ClUAIRMAN. I appreciate that. And your thesis is that by
the general extension of coverage, and liberalization of benefit
payments-

Miss DUNN. And speeding up the payments.
The CHAIuMAN. And speeding up of payments, you are then obvi-

ating the necessity for this assistance to these particular categories?
MisS )uNN. Well, we think we are reducing it in terms of volume.

We think there will always be some specialized groups that will need
assistance, certainly. t the lack of balance which we find today in
the lumber of peol;le receiving public assistance and getting insurances
is, one might say, almost the opposite of what, we had hoped for at the
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time the Social Security Act was passed. Public assistance is larger
than the insurances- and in my judgment it should be exactly the
reverse. And I think if you extended your coverage and your benefits
anti stepped up your rate of payments, you would find that you would
have a decline, then, of the pressures on your public-assistance
prograins.

The CHAIRIMAN. I understood that to be your viewpoint. Well,
you may proceed.

Senator MILLIKIN. May I suggest that, your logic is impeccable;
but, if I may put out a thought of my own, I doubt very much, despite
the good quality of your logic, that it will decrease public assistance $1.
Because public assistance is intimately related with politics in the
States and at. the Federal level. Riglht now if we had a bill in the
Senate, it. is my personal opinion, and anyone offered an amendiuent
to increase public assistance, and if at the same time we had a bill
before us to increase the benefits under the insurance system, you
could not defeat that kind of amendment, and you could not defeat
any increase in public assistance in the State legislature, in most
State legislatures. You are absolutely sound logically; and as a
political matter I will not say you are unsound, but 1 would say
perhaps there are some serious questions about it.

Miss DUNN. Well, Senator, I realize the point you are making, but
I think you might go back to this fact: What do'these people prefer?
What do these people who are now getting public assistance prefer?
And I actually think they prefer to be under a contributory insurance
system. I do not think that there would be the pressure for a public-
assistance program. You would get. certain pressures, of course,
because that is realistic, but I do not think the volume of pressure
would be the same. Because the pressure on the politician conies
from his constituents, and I think his constituents would be better
satisfied with the more dignified logical basis of an insurance earned
as i right.

Senator MILLIKIN. I respectfully suggest that we will never rid
ourselves of those pressures, and Iam not so sure we should be rid
of them. It is the business of a political institution to receive and
assay and, I hope, act intelligently on pressure. But if, today, we
had the power to do it, and we were to establish a universal pension
in response to the movements which are going on" in private industries,
of a much larger sum than this insurance system yields, next week
you would have a drive to increase those private pensions, and, when
they were increased, if they were, you would have a repetition of your
same pressures and your same problems. I am just talking about
what I believe is the politics of the thing.

Miss DUNN. I would agree that it is perfectly healthy in this
democracy of ours to have the representatives that we have elected
to come to Congress or the legislature know what our feelings and our
attitudes are. But as to the volume of requests for extension of
public assistance, I think you might get your pressures on your exten-
sion of your insurances. However, I hmnk you might get some of it;
I would agree with you - I have lived back where they live, too.

Senator MILLIKmIN. Rot very long.
Miss DuNN. May I proceed, Senator?
The CHAIRMAN. Yes; you may proceed.
Miss DUNN. We urge upon the committee favorable consideration

of the advisory council's recommendation to make separate financial
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provision for medical care furnished assistance recipients by matching
50 percent of such costs up to an average of $6 a month for the total
adult case load and $3 a month for the total number of children
receiving assistance. H. R. 6000 does provide authority, long sought
by assistance administrators, for public-welfare agencies to provide
medical and hospital care, when needed and not otherwise available,
to assistance recipients as well as granting them assistance in cash.
While most assistance agencies now make provision for medical needs
in the budgets on which cash grants are based, this is not in many
situations the best way of meeting such needs.

The provision in I. R. 6000 that such medical and hospital care
be chargeable against the individual monthly ceilings would be
exti-emely difficuIlt to administer and would nake it impossible to
meet those heavy nonrecurring items, such as hospital care, which are
frequently the least costly in the long run. It is for this reason that
we ask favorable consideration of the advisory council recommenda-
tion to handle medical care separately on an average cost basis.

Many health organizations are interested in this aspect of the
assistance problem and soine of them will undoubtedly testify on that
interest. It is, however, significant, I believe, that on January 7 the
Inter-Association Committee on Health, composed of top ranking
officials of the American Dental Association, American IlospitaI
Association, American Nurses Association, American Medical Associ-
ation, American Public Iealth Association, and the association I
represent, the American Public.Welfare Association, adopted a state-
ment supporting the need for earmarked funds to finance medical
care for assistance recipients. While this statement is subject to
ratification by the governing boards of each of these organizations 1
believe its adoption by the committee is sufficiently significant to
warrant quotation at this point. It states:

It is recognized that public-welfare departments are now handicapped in carry-
ing out their existing responsibility to assure medical care (wherever the term"medical.care" is used in this statement, it is understood to include dental,
nursing, hospital, and other health care as well as phlysicians' services), when
needed and not otherwise available, to recipients of Federally aided public assist-
ance by the Inadequate financial provisions of the Social 18-curity Act and its
requirement that all aid bo extended in the form of cash payments to the recipient.
It is therefore recommended that the latter restriction be eliminated and that the
agency administering assistance be authorized to finance the purchase of medical
care in behalf of assistance recipients. In order to assure the quality of medical
care thus purchased for assistance recipients and relate it to their individual
need, it is also recommended that its financing be accomplished through funds
earmarked for that purpose rather than charged against the funds available for
cash payments to Individuals. The further view is expressed that any provision
to finance medical care for assistance recipients should permit the administrators
of the medical aspects of such care by public-health departments and that such
arrangements should have the support of those six organizations.

And there has recently been formed an association of these groups,
to deal with problems of common interest, and at their meeting on
January 7 they came forth with a resolution that emphasized the
need for special attention to this problem, and I thought it would be
well for you to have it before you.

Senator MILLIKIN. Was the resolution referred back to the con-
* stituent members of that over-all committee?

Miss DUNN. Well, it has been referred to the respective boards of
the organizations.

Senator MILLIKIN. Have they taken any action?
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* Miss DUNN. No; the boards have not met yet. But the repre-
sentatives who were there have considerable authority to represent
their organizations, since they are presidents of the board, executives,
and it is reasonable to assume that they speak with cousiderable
authority for their organizations.

If for any reason the Senate Finance Committee (toes not feel it
can adopt tihe recommendation of the advisory council on this point.,
that is, medical care, an amendment to have the ceilings on assistance
payments apply on an average rather than individual basis would
help in meeting certain medical-care needs. Under such a plan
individual payments made to or in behalf of a needy aged person,
for example, could exceed $50 in I month provided the average of all
such payments in the State did not exceed $50.

The American Public Welfare Association does not favor the pro-
vision of H. It. 6000 which would permit certification of blindness by
optometrists as well as opthalmologists for purposes of receiving aid
to the blind. It is felt to be important that the cause and prospects
for cure in blindness be known to the agency and the individual blind
person so that all possibilities for remedy'ing the condition can be
explored.

Senator MILLIKIN. May I ask: By that (lid you mean that any
source of information should be available, rather than limiting it to
optometrists and ophthalmologists?

Miss DUNN. Well, I think that might be one construction. But
primarily we feel we need a specialist, dealing with a disability of this
kind; that the ophthalmologist's judgment is needed on a case of this
kind.

Senator MILLIKIm. Thank you.
Miss DUNN. We are pleased to note the liberalizing provisions in

H. R. 6000 with respect to residence requirements for assistance but
would like to urge the committee to give favorable consideration to the
recommendation of the advisory council that no residence require-
ments be permitted in federally aided assistance except a maximum
1-year residence requirement in old-age assistance.

We are gratified that the House in H. R. 6000 recognized the need
for more adequate protective services for children by increasing the
child-welfare authorization to $7,000,000 a. year. Recognizing,
however, the great unmet need in this important aspect of public-
welfare responsibility we would like to urge a further increase at least
to the $12,000,000 'initial level requested in the administration bill,
H. R. 2892.

Senator MILLIKIN. Miss, Dunn, my own State, I think, is the leader
in the amount of old-age assistance that is given to the clients. I note
your recommendation about a maximum of 1 year's residence. What
are the statistics, if any, on the migration that those high assistance
payments cause to the high-assistance-payments States from low-
assistance-payments States,?

Miss DUNN. I am sorry. I am not able to give them.
Miss Wickenden, do you happen tQ have them there?
Miss WICKENDEN (Miss Elizabeth Wickenden, Washington repre-

sentative, American Public Welfare Association). I do not think
there. are any studies that woud evidefice migration for the sake of
seeking assistance. Studies that have been made in the past have
shown that to be a relatively minor factor in migration. Usually
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people won't pick up and move except for very important family and
other reasons.

Senator MILLIKIN. May I ask, Mr. Chairman: Is anyone in the
room acquainted with any statistics having any substance to them on
that problem?

The CHAIRMAN. Mr. Fauri, have you any statistics available on
that point?

Mr. FAunI. Yes, but I (1o not have them here. The statistics
show that, contrary to public belief, the largest number of aged
individuals as a percentage of total population reside where assist-
ance payments are relatively low. That is in the New England
States of New Hampshire and Vermont and in the Midwest, the
States of Iowa, Kansas, and Nebraska, where you have more people
over 65 residing than in States like California or Colorado, where the
old-age-assistance payments are considerably higher.

Senator MILLIKIN. You could still have more aged residing in a
place without that necessarily determining the rate of migration into
high-payment States. Ultimately you might see a very drastic
reduction in the number of those people residing there, through the
process of migration.

Mr. FAURi. As to the process up to this point, since the programs
began in 1936, you have had relatively high payments in Colorado and
California.

But even with the lapse of those years, a high proportion of the
aged still reside in the New England States and the other States I
mentioned.

Senator MILLIKIN. I think perhaps I ought to put the question to
our own director of welfare when he shows up.

Senator KEnn. May I put a question, there, Mr. Chairman?
The CHAIRMAN. Yes, Senator Kerr.
Senator KEnR. Is the present residence requirement for California

and Colorado 5 years?
Mr. FAURI. 'that is right, Senator Kerr.
Senator KERR. Is it likely that that, in itself, would hold to a mini-

mum the problem of migration that the Senator is talking about?
And if so, then would it not be likely that the reduction of the residence
requirement to 1 year would greatly encourage the acceleration of the
migration? I would like to have the witnesses discuss that question,
Mr. Chairman. And I think it is along the line of the questions
Senator Millikin asked.

Senator MILLIKIN. That is precisely what I am curious about.
Mr. FAURI. I think that is a possibility. But there has been

experience, such as in New York State where the State requires no
residence period for old-age assistance. A person can come in and
get old-age assistance within 2 or 3 weeks. And New York has paid
relatively high payments compared to the States surrounding it. I
have seen no evidence showing there has been a migration into New
York State for the purpose of getting old-age assistance.

Senator KERR. Do you suppose that that has been used as an in-
ducement to lure an increase in the population, and that it might
have failed by reason of other elements that were also present?

Mr. FAuRi. That is a possibility.
Senator KERR. Which I am sure the Senator from Colorado would

not agree exists in his State or others in that general territory.
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Senator MILLIKIN. Oh, people love to come to Colorado, regardless
of that reason.

Senator KERR. In other words, you have other inducements than
that.

Senator MILLIKIN. We have a magnificent citizenry, a magnificent
climate. Oh, well, I had better stop. Miss Dunn is the witness.

Miss DUNN. We are in favor, and therefore do not wish to elaborate
upon the other provisions in H. R. 6000 affecting welfare-department
responsibilities. I would like, however, to say one word on the
matching formula. We in the American Public Welfare Association
are committed as a long-time objective to the principle of variable
grants with Federal aid related to the fiscal capacity of the States.
We do feel, however, that the revised matching formula of H. R. 6000

rovides a fair immediate answer to the needs of the lower-income
states where present grants are necessarily lower than we like to

think is consistent with our cherished American standards. Having
only recently left the job of welfare commissioner in one of these States
I am very conscious of the need for additional Federal aid; what we
might call a modified point 4 program here at home. The needs of
all our people are a common national concern and we cannot, in taking
on a role of international leadership, forget the problems of the aged
and other needy persons in our own less highly industrialized States

I realize that the biggest single problem in the achievement of
social security goals is that of cost. This is a problem which neces-
sarily looms large to those who deal with tax legislation and to every
individual taxpayer. I think we who advocate more adequate social
provisions to assure individual security must face this issue squarely
as it is a basic factor in the realization of our objective. It is in part
for this reason that we who are administratively concerned primarily
with assistance place our first emphasis on the need for a universal,
adequate contributory system. We feel that if the Congress will act
now to extend this self-financing method of assuring security, a
method so clearly in the American tradition of self-reliance, we can
definitely look forward to the time when public assistance rolls and
public assistance costs will begin to diminish. No one will be happier
than we when that time comes.

Senator MILLIKIN. Would you subscribe to the suggestion that if
we are to have a sound contributory system the moneys contributed
must be set aside in one way or another for the benefit of the system?

Miss DUNN. Well, the money has to be there, Senator. That is
right.

Senator MILLIKIN. Is there not more to it than just the money
being there? I mean, you put in the money to maintain a system.
But if you spend the money for general purposes, then someone has
to pay again. It is the taxpayer. And if you have a system of uni-
versal coverage everyone will be the taxpayer. In other words, they
aytwice.

pMKiss DUNN. Senator, you have me, at the moment, over my head,
if I may say so. Is that as good a way out as any?

The CHAIRMAN. That is the way we get out.
Miss DUNN. Thank you, Senator.
Well, in conclusion, I would only like to say that while we believe

what I have said about the insu'ranoes, in the meantime, however,
we are confronted with an immediate responsibility, an immediate
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financing problem, and an immediate demand from people who right-
fully feel that, having contributed in their working years to the
building up of this country, they are as entitled to security as those
.1he come later. These people, already retired, or disabled, or wid-
owed cannot benefit from any liberalization of the insurance program.
It is for them that we ask an adequate program of public assistance.
They too are worthy citizens of this democracy and deserve better
of us than many of the States are now able to provide.

The CHAIRMAN. Thank you very much, Miss Dunn.
Senator CONNALLY. May I ask one question?
You represent what organization?
Miss DUNN. The American Public Welfare Association.
Senator CONNALLY. They have as members different agencies in

each State?
Miss DUNN. That is right. It is an organization of State and local

welfare officials in all of the States over the country, and individuals
at all levels of government, who are interested in or administering
public welfare.

Senator CONNALLY. They are official people, then?
Miss DUNN. They primarily are official people. But we also have

an interested number of lay people, board members and people like
that.

The CHAIRMAN. Any further questions?
Senator KERR. I did not hear any further discussion of the prob-

ability of a change in residence requirements creating a migration
problem. That is something that I would like to have an oppor-
tunity to be advised about. It would seem to be one of serious
import.

The CHAIRMAN. Yes. Mr. Fauri, would you please get all avail-
able statistics bearing on that question, whether they sustain or
whether they do not sustain any particular conclusion, and let us
have them?

Senator MILLIKIN. May I ask Mr. Fauri:
What is the residence requirement in California?
Mr. FAURI. Five years out of the last nine.
Senator MILLIKIN. Do any of the high-paying States have less

than 5 years?
Mr. FAURI. Well, I mentioned New York, for example, that has

no residence requirement. They make relatively high payments.
Rhode Island has no residence requirement, either. We do not have
an example of a high-payment State with the wonderful climate that
you have in Colorado tied in with it, without a residence requirement.

Senator MILLIKIN. Thank you very much.
The CHAIRMAN. Dr. Ellen Winston?
Senator HoEY. Mr. Chairman, I want to present Dr. Ellen Winston.

She is Commissioner of the State Board of Public Welfare for North
Carolina and a very able Commissioner. She has rendered very
splendid service to the State.

Mr. Chairman, just before the Doctor begins, I have a letter from
the Governor of North Carolina, which is just two pages long, giving
his views on this measure, and I would like very much to have it
inserted in the record.

The CHAIRMAN. You may do so, Senator.
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(Tie letter referred to is as follows:)
STATE OF NORTH (7AHOLINA,

GOVERNOR'S OFFICE,lRalcigh, Jdtrmiary ;o0, 10K
Senator ('ii: R. lh0EV,

Senate Office iluilding,
Washington, 1). C.

1)EAR SENATOR 110 lov: North Carolina, as vou know, is greatly interested in
11. It. 6000 now before the senatee Finance Comnnittee because of the need for
expanded welfare services to the citizens of the State. The 1949 general aswun-
bly, with my full support, imade increased efforts to help finance Ihe pullie-welfare
program through much larger State appropriations than in the past., but we art!
still unable to meet niny pressing needs.

We are particularly ctncerned over tile sharply rising case loads in aid to the
aged and aid to dependent children due to the fact. that. farmers aud farm workers
are not covered by old-age and survivors insurance. We realize that the net re-
suit is a much heavier financial burden i)rollortioiatelv for this State in ternis of
helping pay tile cost of public assistance than is hore by the industrial States
where tile great bulk of older workers and surviving chiIldren are taken care of
through insurance. We are hopeful that the Senate Finance ('onnittee will
expand the coverage of oli-age and survivors insuiraice to include agricultural
groups.

At this time, I ain also particularly concerned over the fact that the Federal
Government does not participate in the cost of care of needy persons who do not
fall into one of the categories of aged, blind, or dependent children. The bill
now before the Senate Finance (oninittee provides for only a limited additional
group, nainely tile totally and pernunt lv disabled. The 11)49 General Assenhbly
went oil record with regard to the State's'responsilbility ii this area by enacting a
general-assistance statute and setting up State funds'to lie matched Iv Federal
funds to take care of this groill). Unless effective action is taken to imodify If. It.
6000 in the Senate, we shall still have niany economically unfortuate people who
are entirely dependent upon the limited amount of assistance their individual
counties cal provide. This seems to ine to he one of the most important next
steps in the programs for State and Federal participation in welfare activities.

I am greatly pleased over tile new matching formula contained in II. It. 6000,
which I believe is known as tile Mills formula. While not a variable grant for-
niiila in the strict sense, it will mean much needed additional money for this State
and appears to be a sound alpproach to helping the low-income States care for
their needy citizens.

I would'like further to call your attention to tile need for additional Federal
funds for child-welfare services. It this State, I am Informed, we now have
counties spending at the rate of about twice our annual appropriation under the
present provision for Federal funds for child welfare. In order to carry forward
this important aspect of the child-welfare program, we urge careful consideration of
not only doubling the present allocation for this work as provided for in If. 1. 6000,
but increasing that amount substantially. Certainly, "we would all agree that
more attention should be directed toward preventive and protective services for
our boys and girls.

I gratly appreciate your own interest in an expaiuded social-insurance aud
public-welfare prograin designedd to neet more effectively the needs of this State.
Please enter this expression of my deep concern for aii expansion of our social-
security provisions lit the official hearing record of the Senate Finance Committee.Sincerely, W. KERR Scorr

Senator CONNALLY. Your name is Winston, and you are from North
Carolina? What kin are you to George T. Winston?

STATEMENT OF ELLEN WINSTON, COMMISSIONER, NORTH CARO-
LINA STATE BOARD OF'PUBLIC WELFARE

Dr. WINSTON. I am sorry, but i am not related to him. It is a very
good name in North Carolina, thougli, no matter how you get it.

Senator CONNALLY. lie used to be president of Texas University
when I was a student there.
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Senator Hony. He was president of our university and then presi-
dent of Texas University and then president of the A. and M. College
of North Carolina. lie died only recently.

Senator CONNALLY. We had a run-in with him; not serious. We
wanted to celebrate the 2(d day of March, which is Texas Independence
Day. Dr. Winston said, "No, you canot have a holiday today."
We told him what it was. lie said, "Oh, the Fourth of July is our
national holiday. You do not have any Texas independence." So
we said "All right, Doctor."

We had some old brass cannon down on the capitol grounds, and we
sent a committee down, the night before, to bring up the cannon, and
they brought the cannon up to the university and hid it (town behind
the powerhouse, and when the classes met for law, the law students all
failed to attend. Our "academics" all went, to class.

So we rolled the old cannon down oi to the football field and
promptly opened up a bombardment of blanks on tile university, and
that roke up all the classes. They all rushed to tihe windows, and
50 Ol.

So he surrendered at noon. lit sent, out a flag of truce, lie said,
"(oni- on hack up here this afternoon. We will have a half holiday."

So that was the founding in Texas Utniversity of the observance of
Texas Independence Day on the 2d day of March. It, is the big day
of the univer-sity life, there. And we established it in protest to the
action of Dr. Winston.

We did not take him seriously, though. lie had only been out of
North Carolina a little while and had not learned the ways of Texans;
Ite only knew the Tarheel ways.

Senator llov. We were still sticking to the Fourth of July.
Senator CONNALLY. Pardon me for this interruption. I thought

it was a good place to make a record of this.
Senator MILLiKIN. Do you charge a hundred dollars for those

dinners, Senator?
Senator CONNALIY. No; not for tIe 2d day of March dinners.

And I see where you are charging a dollar, which I think is too much.
Senator M I.lI'iKI. That is democratic.
I)r. WINSTON. Mr. Chairman, 1 appreciate tile opportunity of

presenting the public-welfare needs of North Carolina with particular
emphasis upon major lacks in the present program and upon how the
provisions of It. I. 6000 may be expected to affect tile situation.

That. North Carolina is a progressive but. relatively poor State is
well known. in spite of substantial increases in recent years the 1948
per capital income payment for the State was $930 in conlparisoli with
a per capita income payiient, of $1,410 for tei Nation as a whole.
This means that we ranked forty-third among tile 48 States.

There are many reasons for this, not tle least of which is the high
birth rate, resulting in appr oximately 40 percent of tile population
of the State July 1, 1948, being under 18 years of age in comparison
with approximately 30 percent for the United States as a whole.

In site of the disproportionate burden upon the population of
working age which results froni the large number of children, treniend-
ous effort is being miade by the State to provide services commensurate
with current needs. On'both sales and income taxes, which provide
the bulk of time State's general-fund revenue, the rates are aniong the
highest in the country. Stiite appropriations for 1949-50 provide that
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86.6 percent of the total general fund shall be spent for health, educa-
tion, and welfare. Even so, not one of these areas of public service
is being financed at an adequate minimum level, according to the
standards which any of us would accept.

We also know that in the per capita general revenue we hav
indication of the effort being made by the State. In 1948, the per
capita general revenue for the United States was $70.33. North
Carolina had $69.09. In other words, we ranked twenty-ninth on
this factor and were receiving less than the average State in terms of
Federal aid. So, the effort is being made. The problem is the
economic base.

The State has made steady progress in its efforts to provide more
adequately for its needy people. The State appropriation for old-age
assistance for 1949-50 represents slightly more than a 100-perceut
increase over the appropriation for 1944-45. The State appropri-
ation for aid to dependent children for 1949-50 is almost three times
the appropriation for 1944-45. Because we have a program in
which e believe that the county should participate in the financial
cost, the figures for the counties are also important, and the 10.0
counties of the State have made comparable increases in appropri-
ations for these two purposes. Even so, under the present Federal
matching formulas, these increases make possible an average grant
for January 1950, the present month, of only $22 per needy person
65 years of age and over and $43 per family of three children.

Senator KERR. Is that the total, including both the State and the
Federal amounts?

Dr. WINSTON. That includes State, Federal, and county.
Senator MILLIKIN. Do your counties have independent powers of

taxation for these purposes?
Dr. WINSTON. Yes. Our statute provides that the counties will

pay. roughly, half of the part not paid by the Federal Government.
And there is a mandatory feature in our statute that the counties
must levy for those purposes.

Senator MILLIKIN. I see.
Dr. WINSTON. On the other hand, when it is a very poor county;

and the tax levy has to go very high, we have an equalization feature.
Senator HOEY. There is another thing that. applies to that in our

State. The counties, of course, pass upon the eligibility of all the
applicants, and since they have paid a substantial part they are very
careful about screening the list so that we do not have anybody
getting on unless lie is entitled to it. And the rate is not as high
as many of us feel it ought to be, because they are very familiar with
the individuals concerned from their screening of the list, and also
they have their opinion as to the amount, since they have scruti-
nized the papers.

The CHAIRMAN. You may proceed, Doctor.
Dr. WINSTON. In view of steadily rising case loads, some counties

are already reducing these substandard average grants. Since the
State appropriation is the same for 1950-51 as for this year, the situa-
tion is critical. In other words, our general assembly appropriates
for a biennium, and we have the same amount of money for next
year as we have for this year. "It is impossible to even approach the
grants which the Congress has anticipated in providing for matching
Federal funds,up to a maximum of $50 per aged person and $63 for
three children.
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A partial approach to this situation of hungry children and needy
aged in North Carolina, and to a comparable extent in other low-
income States, appears to be variable grants on a formula basis, such
as that included in H. R. 6000, which will take into account more than
the present law does the differences in the fiscal ability of the States.
We cannot anticipate sufficient State and county appropriations to
pay 50 percent of the cost of raising grant from the present inade-
quate State levels to minimum subsistence needs. The matching
provisions in H. R. 6000 -

Senator CONNALLY. Just a minute. May I ask you a question,
right there? You speak of "inadequate State levels," being raised
"to minimum subsistence needs." Now, there is a great variance-
is there not?-in the amount that is necessary to relieve certain cases.
In other words, they have some little other income than what they get
from the Government. Maybe they own a little home or a little
farm, and they do not have to pay any rent. That is all taken into
account, I suppose, under the screening system, and so on. Is that
right?

Dr. WINSTON. Yes. We have very careful State-wide regulations
on this, in which we take into account all resources.

Senator CONNALLY. I see. All right.
Senator KERR. And the amount of money they receive is reduced

accordingly; is it not?
Dr. WINSTON. The amount of money is reduced accordingly. We

set up a minimum budget. Then we take from that minimum budget
resources in either cash or kind, and we are meeting only a percentage
of the minimum budget of the deficit.

The matching provisions in H. R. 6000, together with inclusion of
the responsible relative in aid-to-dependent-children families, would
make possible an increase in average monthly grants from the current
$22 for aid to the aged to $27.

Senator MILLIKIN. May I interrupt for just a moment?
Mr. Chairman, may I ask Mr. Cohen whether his agency has any

statistics, not as to per capita income but as to the percentage of
State revenues which are used for these purposes?

Mr. COHEN.' Yes, sir.
Senator MILLIKIN. May I ask, Mr. Chairman, that they be put

into the record?
The CHAIRMAN. At this point?
Senator MILLIKIN. I think it would be appropriate.
Mr. COHEN. We can supply them, Senator.
The CHAIRMAN. Will you iupply them for the record, then, at this

point?
(The material referred to is as follows:)

Table 1 relates expenditures from State funds to State tax collections. For 20
States where State funds represent 00 percent or more of non-Federal expendi-
tures, these data give a moderately accurate picture of the percent of available
revenues drawn for public assistance. For the other States, only a partial picture
is presented, in that no measure is given of what portion of local resources is used
for public assistance.

In all but four States, the localities contribute some money to the assistance
programs. Public assistance expenditures, therefore, should 'be related to both
State and local tax collections to compare among the States the percent of reve-
nues used for assistance expenditures. No recent data are available, however, on
local revenues; the latest information being for 1942, from a decennial study df
local government finances made by the Census Bureau.

60805e5--pt. 2-8
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TAnix .- Repeiiditiurr from State funds for old-ope asss stner. utid to (tpu'llt
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(UoorRW .......................................................... ............
C'alfnil h ...................... ......................... ...................C'onnl'(et t ............. ............ .......................................
vo~rin'out . . ................. ............... .............................
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No w York ..................... ............... .............................
W y'ou11illt ..................................... ........... ...... .......
Or"Int ...................................................................
North Da kota ... ...........................................................
M ,ary.lltnt ....................... ........................ ...................
I )thlw~tu ...................................................................
Virginia .................................................... .................
hfolt.'m ....................................................................

I i .. . ...................... ..........................................
Mmnche1tt .............................................. ................
W i.mmnln ....................................... .............. . ........
N ew JePrr y. ............ .................................... .......... ....
IIfi~lu"t ........-.......................................................
Intl tta m ................................................. .................
Alabama ............................................... ...................
North Carolina ............. ................................... ............
New Hampshire, .............................................................
Nowada ........................................................ .............
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I Eeludlng unempoyment comlionatlon tan.
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tna, fndiana, Montana, ad New Meiclo.
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180



SOCIAL SECURITY REVISION l '
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lrhem aw e . ..... I, North Dakottt ...................... . 4,
,ha ,e a t t -tt r ('oh'1tb1t ...... o I Ohio .... ... ................. .... 41

Florhi t &K tA to . .' t ikr l-fliit......... ... .. s ,43
hl~ho .. . ... t', P~illy~vl............................ .40
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it "S.' i tl I,| ....... ... . . . . . NY \V i ltl ..................... ....... . .43

IMr. l- tIT o eliliotl e ald to the aled, and tphe1 strti ano
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D~r. tVIt iN o ytly 1 (1i0nen0 oil that question for a i intnute,
' itly weaiol , ie a g f $t

DIrt t INSTON., nV , iln eeildlr, toetr ita iso very itihfmortant thatthe Staite,,; effort li,4 ito the three, iilelis of hlilthl, (,tiltion, andl \vel-

fare ne tkinti.o t oit ion, Ae artt oni t the rivo t o tiites thtlili\'e !I St [it V-81liklp rt 'il ' m" t, ll (if baiel liublie ttllitionl; anti, there-
fore, I t lillfectl Ila trefill ;Illhi'litioin of ourll geterll-flllnt I'ov'iniule siib-

Set 'ir Nlmim T. ik -oil w vtery muc..
D1r, I\iNSTiON, Gotinig lack:* If \\'V follow tilet, n11thlinl provisions of
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grantl, would be ilieretisedl?
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$43 ppr liotnltli for a another find three, children, taking nto ac'ouint
Federl, S~tatei, and( loval funds, to oil average of $64foir itie family
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lining back to your qulestionl about rosourcesq and milninium n leeds ,
actually we would need ain average gr'ant. of about $1515 to nieet mtii-
muim need over and above wvhat thel fainilv lia itself'.
" Senator Kralm. What you are Syii is iblit the plrovison,, of tl. It.

0000 woulId increase the Fe~deral lgl'ntq of Nort'h Carolina by oin
aniount. that would permit you to give the old people an increase of
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$5 a month each and the family of a Lether and three children an
increase of $21 a month, all of which would be Federal funds, in
accordance with the provisions of H. R. 6000?

Dr. WINSTON. That is right.
Thus, even with increased Federal matching, the State must

obviously continue to increase its appropriation from biennium to
biennium if we are to continue to attain average grants.

The State has long accepted the principle of equalization. We
know that aged persons and children can be just as much in need in
one of the poorer counties as in one of the more well-to-do counties
of the State, and hence a larger proportionate share of the State
appropriation is allocated to the poorer counties. We have a definite

rovision in our statutes for that. We are convinced that the well-
eing of the State as a whole and the rights of our citizens wherever

they may live demand an equalization procedure. And we consider
this imperative not only in public welfare but in other types of State
services.

We likewise believe that equalization of opportunity to have mini-
mum subsistence needs met should be a primary concern of this Con-
gress in revising social-security legislation. Are we to take the posi-
tion that because a child happens to be born in a high-income State he
shall have his basic needs met in I tall, while a child who happens to be
born in a low-income State must grow up as best he can, with inade-
quate food, clothing, shelter, and medical care? It is well to remem-
ber also that many of these underprivileged and undernourished
children will eventually migrate to large urban centers. For example
in spite of a high birth rate, the population of North Carolina increased
only about half as much proportionately as the population of the en-
tire country from 1946 to 1948. We export young people to urban
centers. Hence, it becomes a matter of enlightened self-interest, as
well as the essence of democracy, !or the high-income States to join
with the low-income States in the supportt of the variable-grant prin-
ciple for assistance pro grams.

Actually, even though we recognize the fact that we are a low-income
State, we are paying the costs of the rearing of children to migrate to
other States, where they will make their contributions as working
citizens. At the same time, the quality of the young people that we
send to these other States is affected by the opportunities they have
as children.

It is unrealistic, however, to look only to increased aid to the aged
and to dependent children through the variable-grant principle to
solve the problem of minimum security. We must also consider
expansion of old-age and survivors insurance. We are greatly dis-
turbed, as public welfare administrators, by the marked increase in
recipients of aid to the aged in North Carolina, from 45,000 in August
1945 to 58,800 in January 1950.

Senator KEnR. Is that 1945 or 1948?
Dr. W INSTON. That is 1948.
"We have had an increase of 5,000 iti the last 6 months.
Senator Millikin. Does that ariso from need, or from a liberaliza-

tion of your policies?
Dr. WINSTON. No; actually our policies have been slightly tightene l

during this perod. It is a matter of need. In our counties they tell
us that almost anyone who comes in. to apply for aid to the aged is
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eligible under any decent standard, because of the low earnings which
they have had during their working periods and the inability to lay
anything aside for their old age.

Senator MILLIKIN. How do you account for that dramatic increase
in the number in this period of a year, this increase of 13,000 in 1 year?

Dr. WINSTON. Well, the 1949 general assembly increased our State
appropriation substantially, effective July 1, 1949. The counties
matched that increase. Then, of course, we had the Federal match-
in So, it did mean that people for whom we had had no funds avail-
able could be taken on, then, during the first 6 months of the new fiscal
year.

Now, we are very careful about this business of waiting lists, but
we had known for the last several months of the old fiscal year that,
as of July 1, these people could be accepted.

Senator Hozy. Doctor, there was also a large waiting list in prac-
tically every county; was there not?

Dr. WINSTON. Ies.
Senator HoEY. So, the waiting list that came in was taken care of

under the increased appropriation, and that accounts for the increased
number. Of course, there would probably have been an increase

a)r .INSTON. Of course, we have the fact that we have always
been a young State in terms of population, too. We are beginning to
feel the impact of a sharply rising proportion of aged people. In
1940, we had only 154,000 people 65 years of age and over, and by
1949 we had 193,000. You see, that is almost a 33% percent increase
in our aged population.

Senator MILLIKIN. Does the waiting list represent a difference in
standards? Or does it represent a hst of people who are equally
entitled to assistance as those who are receiving it?

Dr. WINSTON. They are equally entitled to it. We use the same
basis.

Senator MILLIKIN. Then how do you discriminate against those in
the waiting list on the theory of equality of need? Why did you not
jackpot the whole thing and spread it among those who had equal
claim on need?

Dr. WINSTON. I think actually we are tending, here, to over-
emphasize a little the weight of a waiting period. You ordinarily will
have a period of several months in wich you make adjustments.
Now, if we had not had the increased appropriations immediately
available as of July 1, we would have reduced the payments to spread.
Because we are committed to the principle of equalization of the funds
available to help take care of all people in like circumstances.

Senator MILLIKIN. I am still somewhat mystified as to why that
enormous additional number of clients should get on your rolls. Take
the old rate prior to the action of your general assembly. If a person
is in desperate need, a smaller amount now may be more important
to him than a larger amount later on.

Dr. WINSTON. Well, actually, if you will go back and compare the
figures, here, 45,000 in August 1948 to 58,800 in January 1950, you
will find that over a 2-year period we were having a very substantial
upward trend. We had the same thing with regard to aid to dependent
children.

Now, 'as you take it over a long time period, you get a good many
factors coming in.
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We were a State, for example, in which tile number of persons
receiving assistance in both categories declined sharply during tilewar years, because we had many allotments coming il to the families.
Well, now, we had a period, even after the war ended, before we
reabsorbed those people.

Senator M ITIKIN. I see.
)r. WINSTON. You have fluctuations in the labor market, also.

Senator MILIAKIN. I was Just wondering what was the increase in
need that brought so many leedy persons to the rolls.

Dr. WINSTON. Another factor, we believe, was the increase in the
cost of living. Because people who could get along before, or who
could take care of an aged relative, could no longer (to so.

Senator MILLIKHI. I think you have offered several explanations.
Thank you.

Dr. WINSTON. During this same period, from August 1948 to Janu-
ary 1950, the number of aid-to-dependent-children families rose from
9,500 to 14,000, for substantially the same reasons that have been
brought out in the discussion here. Farm leaders within the State
are increasingly seeing the problems created by lack of coverage of
agricultural workers by the old-age and survivors' insurance program.
The large public assistance loads in rural States as compared with
highly industrialized States is a matter of record. And, or course, our
farmers are helping pay for old-age and survivors' insurance in the
costs of the things they buy. At the same time, they are heavily
taxed in our own State for the public assistance program.

Senator MILLIKIN. May I ask you this: Are the farm hands in your
State in-and-out workersO Do fhey work for a series of employers
during the year? Or do they stay put pretty well?

Dr. WINSTON. The bulk of our farm labor, meaning our nonowners,
stay fairly well put for the entire agricultural year. In tobacco and
cotton we have a system of tenancy, whereby the families come on
at the beginning of the crop year and remain throughout the year.

Senator MILLIKIN. I see.
Dr. WINSTON. The Burden of helping care for a growing number

of needy persons is becoming a more and more acute problem for
agricultural States. It is the expectation of public welfare adminis-
trators that we can look forward over a period of years to a substantial
reduction in the public assistance load as a result of expansion of
old-age and survivors insurance coverage to include farmers, farm
workers, and part-time domestics, and of increased benefits under
the old-age and survivors insurance program.

Senator TAFT. It would be many, many years, though, would it
not?

Dr. WINSTON. It will take a long time. But in our State we now
have two and a half times as many people receiving aid to the aged
as we have receiving old-ago benefits under the insurance program.

Senator TArr. That only proves how long it would take. That
only proves that this has been enforced after-how long?-15 years,
and still the old-age insurance program does not cover very many
people.

Dr. WINSTON. That is right. It takes time. We tried to develop
an estimate for this committee -as to what it might have meant in our
State, and in terms of our present loads, if we had had original cover-
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age of these groups. We feel that 60 percent is a very conservative
estimate in terms of what we know about the character of our present
o(-age assistance load.

We are particularly emphasizing extension of old ago and survivors
insurance, because we do see it over a long time period as the important
preventive program for taking care of aged people and ultimately
reducing sharply our loads under public assistance.

Senator MILLIKIN. In your State, do the farm owners wish to be
included in the system?

Dr. WINSTON. We have been working quite closely during the last
couple of years with the leaders in our State Grange and in the Farm
Bureau. And there was some support for expanded coverage given
from both of those groups when H. R. 6000 was being developed in the
House.

Senator MILLIKIN. I am referring now not to coverage to the worker
but to the proprietor.

Dr. WINSTON. I can speak with assurance for the leadership in the
State and their knowledge and their mutual concern with ourselves
about this growing problem of aid to the aged.

Senator TArr. May I ask right there, if this increasing old age and
assistance load has reduced in any way the amount of money spent in
North Carolina on old people's homes and county homes and institu-
tions for the chronic sick? Or has that increased also?

Dr. WINSTON. No. We belong to the group of States which at
one time had a county home in every county. We have reduced our
100 county homes to 55. There has not been a comparable reduction
in the number of people cared for in those homes, because it was a
small, inefficient, uneconomical home, giving a substandard level of
care, ordinarily, which was closed.

Along with the trend toward nursing home care in the county in-
stitutions, we have had a development of licensed boarding homes for
the aged and infirm, where we have available facilities for a more suit-
able and satisfactory type of care for many people.

Senator TAFT. There are now more people receiving that care in
institutions than there were at the time the act went into effect?

Dr. WINSTON. No. There are fewer people in institutions. I can-
not break that down for you without checking on it by age groups,
because we had many people in the county institutions who, of course,
were not eligible for aid to the aged, nor for aid to dependent children.
A large proportion were in the in-between rup.

Senator TAFT. Could you get those? Could you get us statistics
as to the comparative number of people who are of an ago over 65 and
in institutions, and so on, since it was started?

Dr. WINSTON. Yes.
Senator MILLIKiN. I might suggest, since Mr. Cohen is here from

the Social Security Administration, that we should have some na-
tional statistics on the subject, if they have them.

Senator TAFT. I think we should have. It has been rather difficult
to get them.

The CHAIRMAN. Would you supply those, Mr. Cohen?
Mr. COHEN. I do not know how recent they are, Senator, but I will

see that the most recent statistics are put in the record.
(The material referred to is as follows:)
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PERSONS 65 YEARS OF Aar ou OvER Liviuo IN INSTITUTIONS

Table I shows the number of persons 65 years of age and over who were living
in homes for the aged, infirm, or needy in 1940. This information, which was
compiled by the Bureau of the Census, relates to persons in both public and private
N stitutions. No more recent information is available by State. It is anticipated

at considerably more detail concerning aged persons living in institutions will
be available from the 1950 census.

It has been estimated that possibly 50,000 of the 125,630 aged persons in homes
for the aged, infirm, or needy were living in Institutions (other than mental hos-
pitals, tuberculosis sanitaria, or correctional institutions) under public asuspices.
Ahepe public institutions were predominantly county almshouses or infirmaries.

Scattered evidence indicates that the number of almhousess and the almshouse
population are both declining and that county nursing homes under public
uspies are on the Increase. In Alabama there were 63 almshouses in 1935

when the Social Security Act was enacted. 1y 1947 the number was only three.
In North Caiolina the almshouse population in 1936 was 3,117 and had decreased
to 1 995 in June 1948.

The concern of the States is not only in eliminating almshouses, but of establish-
ing homes that can provide suitable care for infirm and chronically il persons.
In some places county homes have been converted to up-to-date, well-equipped
nursing homes. In Illinois, for example,. at least 14 county homes have been
converted to homes for the chronically ill under State standards for such institu-
tions. A number of other States are developing similar nursing$ homes.

There ar I t least seven States in which recipients of public assistance may
live in public institutions, although there is no Federal participation in their assist-
ance. Most of these States have established or are engaged in developing stand-
ards for these institutions.

TAn
. z 

1.-Persone 85 ysare of age and over in homes for the aged, infirm, or needy,
19401

United States -------- 125, 630

Alabama .................
Arizona --------------------
Arkansas -------------------
California ------------------
Coloxdo -----------------
Connecticut ---------------
Delaware ...............
District of Columbia .........
Florida --------------------
Georgia ------------------
Idaho ------------------
Illinois ---------------------
Indiana ---------------- 
Iowa ......................
Kanev -----------------
]Kentucky -----------------
Louisiana ................
Maine ...................
Maryland ...............
Massachusetts ------------
Michigan ................
Minnesota ................
Mississippi ................
M issouri -------------------

465
246
361

7,066
833

2,314
556

1, 154
1,259

816
241

8,283
4, 335
2, 808
1, 791
1, 866

897
997

2,53
6, 191
4,275
3, 399

647
4, 909

Montana .................
Nebraska -------------------
Nevada: ...................
New Hampshire -------------
New Jersey -----------------
New Mexico ..............
New York-
North Caro1ina.......
North Dakota --------------
O hio -----------------------
Oklahoma ----------------
Oregon ---------------------
Pennsylvania ---------------
Rhode Island ---------------
South Carolina
South Dakota. -
Tennessee ------------------
Texas ----------------------
Utah ----------------------
Vermont .................
Virginia --------------------
Washington ----------------
West Virginia _------------
W isconsin ------------------
Wyoming ................

282
1, 124

31
1, 209
4, 351

11
22, 217

1, 195
479

8, 384
368

1,133
13, 199

861
456
386

1,439
1, 369

184
338

1,592
2,207

779
3, 757

37

S Spetal epert on instiutional pepuisen 1940, table 12, Bureau of the Cem

Senator MILLIKIM. May I ask you this: Do the counties provide
all the money foryour county homes?

Dr. WINSTON. Yes.
Senator MILIKIN. Does either the innate or the institution benefit

from your general State-wide program?
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Dr. WINSTON. No. The county institutions are supported entirely
by county funds. There has been a tendency for counties to increase
their appropriations for these county institutions, as they try to bring
them up to more acceptable standards.

Senator MILLIKIN. Does the person who lives in one of those insti-
tutions receive any old-age assistance under your general old-age.
assistance program?

Dr. WINSTON. No. Because under the statute, when you live in a
public institution you are not eligible.

Senator TAFT. What happens to a party when you are giving up a
home? Are those people taken care of in some adjoining county, or
does the State pay no attention to that?

Dr. WINSTON. We are only interested in improved methods of care
for them, In some instances the county will board, as you have
suggested, the people who need this type of care in county homes in
other counties. In other instances, it is possible to take care of them
under some other program, when they live either in their own homes
or in boarding homes.

Senator TAvr. I see. Thank you.
Senator MILLIKIN. The basic sociological problem there is whether

liviig in a county home comports with proper human dignity, is it not?
Dr. WINSTON. Yes. Whether or not we are best providing for the

needs of individuals.
Senator MILLIKIN. I am not thinking in a material sense. I am

thinking of it in a morale sense, and a moral sense, and a broad
sociological sense. I think that the old fashioned poorhouse was an
offense to many, many people, and it is still an offense to me. There-
fore, I am wondering whether the basic question is whether the county
poorhouse of the old type is consistent with, perhaps, our more
modern views about the proper dignity of the human being.

Dr. WINSTON. We would like very much to have the privilege of
sending you a study we made in one county, where we closed the
county home, and what happened to the people. At the same time
we found that some of them no longer needed public support. We
turned up relatives and found other situations in which they could
live, so that it was economically as well as socially advantageous.
I will send it to you.

Senator MILLIKIN. Do relatives in North Carolina show much
interest in taking care of relatives?

Dr. WINSTON. Many relatives do, I suspect they are very much
like relatives everywhere. Some do, and some do not.

The CHAIRMAN. All right, Doctor. You may proceed.
Dr. WINSTON. While expanded coverage and more liberal eligibility

provisions under OASI and the matching formula for public-assist-
ance categories included in H. R. 6000 wi% materially aid in meeting
the needs of the aged and dependent children we will still be faced
daily with the problem of children without adequate food, clothing,
and shelter who are ineligible for either survivors' benefits or an aid-
to-dependent-children grant. A liberalized definition for eligibility
for ADC would make possible the same help for large numbers of
needy children now ineligible that is made available to thousands of
children otherwise in similar circumstances.

Senator KERR. Would you illustrate that, please?
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Dr. WINSTON. Yes. We will have two families living side by side,
each with several children. In the one household the father is no
longer in the home. He .may have died. le may have deserted.
And our efforts to find him and secure support have'been unavailing.
Those children will be eligible for aid-to-dependent children. In
the house next door-and they are paying about the same amount
of rent and food costs, and so on-the father is in the home, but he
is, through no fault of his own, temporarily laid off from his job.
They do not have any source of income coming in, for a great variety
of economic reasons over which the family and the father have no
control. And yet those children will be ineligible.

Senator KERR. Would your liberalization make it automatic to
cover all children?

Dr. WINSTON. I would never make any program, which is based
upon need, automatic. What I am suggesting is that we broaden
the definition of aid-to-dependent-children in such a way as the
House Ways and Means Committee considered so that when we
have hungry children we will not be prevented from meeting their
needs because of some restrictive regulation.

Senator KEnn. It is not a matter of restrictive regulation-
Dr. WINSTON. It goes back to the l.w.
Senator KERR. If the parents are both present, would you say?
Dr. WINSTON. Well, at, the present time, even though those chil-

dren with botb parents present are not having their minimum needs
met, we cannot place an aid-to-dependent-children grant ii. the family.

Senator KERR. How would you liberalize it so that you could, and
include only the worthy?

Dr. WINSTON. It is very difficult to define only the worthy, when
the needs of children are at stake. Now, I agree with the point you
were getting at.

Senator KERR. I believe that was the objective you described. I
was not trying to define an objective that I had in mind. I was
trying to get a definition for what I understood to be an objective
you had in mind.

Dr. WINSTON. I do not claim that we have all the administrative
answers, but we would like to try to have this program under a
broadened Federal statute to develop regulations so that the needs
of children would be our primary approach.

Senator MILLIRIN. Had you finished, Senator?
What part of that load is carried by lodges, churches, and service

dubs?
Dr. WINSTON. Our experience is this with regard to lodges, service

clubs, and other organizations of that type, of which we have many
in our State, and which contribute liberally to welfare programs; that
they will take one particular type of program and give a special
support to it. It may have something to do with a physical handi-
cap of children, and they will give very great support in their com-
munity. Again we will have a particular child whose special needs
become known in the community. ;People's hearts open up to that
kind of thing, and we get support. '

But when it comes to the everyday basic needs of children for food,
clothing, and shelter, you do not get it, and you cannot look to the
private group to provide support.
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Senator MILLIKIN. i11s any effort been made to coordinate the
efforts'of organizations of that kind, so that they might get out of
that single-shot category?

Dr. WINSTON. In 1949 I asked the General Assembly of North
Carolina to give us the money to employ a person on our staff who
would do just that thing. Because we think it tremendously im-
portant that there be this coordination and integration of activity,
so that whether the funds will be public or private we get the most in
terms of helping take care of people with particular needs.

I am going back to do a little more educating on that point, because
it is an area in which we need to look at the total problem.

Senator MILLIKIN. Thank you very much.
The CuIIIAK. All right, Doctor.
Dr. WINSTON. We also want to stress the importance of Federal

assumption of a share of responsibility for all needy persons; not just
for the three categories of aged, blind, and dependent children. North
Carolina is one of the few States which has traditionally left the entire
burden of caring for needy persons not covered by the three public
assistance categories to the counties. The 1949 general assembly took
account of this and enacted a comprehensive general assistance law.
It also set up a new special appropriation of $350 000 annually to
match any F ederal funds which may become available for general
assistance.

H1. R. 6000 has recognized another group of needy persons in pro-
viding for a fourth category, namely, the permanent and totally dis-
abled. It is too limited at present, however, to meet the problems
which exist, and at the same time would be exceedingly difficult to
define for proper administration.

I talked on Saturday with a physician who handles many of our
welfare cases and asked him if lie would be able to define for us the
permanently and totally disabled. And he indicated that it is almost
impossible from a medical point of view to make such a sweeping
definition.

We hope, therefore, that Senate revisions will provide for aid to the
disabled in such a way that we can use this category for periods of
temporary need, in order that individuals and families may become
self-supporting or return to self-support.

Senator Knn. In other words, you think the emphasis should be on
the totally and not on the permanently disabled?

Dr. WINSTON. I would hope that it would be on neither, but the
emphasis would be on the disabled. Because total disability is very
difficult, to define.

Senator KERR. And it is just as effective for the time of its duration
as though it were permanent?

Dr. W\INSTON. Right. And if you can go in with some help at that
point, you may put the person back on his feet.

If you let it continue until there is no question about its being total
and permanent, you have to take care of that person the rest of his life.

Senator MILLIKIN. The experience, I believe, of private companies
that have dealt with that subject has been very discouraging, because
of the difficulties of accurate diagnosis, and because of the large field
which is open for malingering and for phony claims. Obviously any
assistance of that kind woud have to be carefully circumscribed.
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How could you carefully circumscribe it if at the same time you

removed your limitations?
Dr. WINSTON. Well, -wo would set up other regulations. But it

would mean that we could adapt them to the situation. And we

already have a group of these people now receiving general assistance

to yve us the key to the problem. We have brought you some data

with regard to that, because we took recently all of our general

assistance load and analyzed that group. We found that 70 percent

of all recipients of general assistance from county funds are unable to

work, 30 percent are able to do some work but are only marginally

employable, one-third requires physical care, two out of three recipi-

ents are 45 years of age or over, two-thirds are women. Majorcauses

of need are illness or disablement or loss of tile breadwinner. Yet as

we have looked at that. group, all of whom we would agree are needy

people, they are getting hell) now, and we probably could not certify

more than 25 percent under total and permanent disability.
Federal participation in aid to all needy persons will fill in the

tremendous gaps in the present public assistance program. It will
make it possible for us to give temporary aid, for us to stress tie

preventive and rehabilitative aspect of the program and furthermore

would mean that we treat all needy people alike. it is very difficult

for us to justify the fact that we can come in and help a person at 65,

when that person may have been just as much in need at 3 but tle

present programs do not cover him.
Senator MILLIKIN. What is the utility of combining the word

"permanently" with "totally"? A question which Senator Kerr

asked raised that in my mind. I mean, if a man is totally disabled

and is needy, is not the need just as great from day to (lay as long as

that total disability exists as though he were diagnosed in advance as

a permanent disability ease?
'Dr. WINSTON. Yes. I think you are saying that you may have a

person who is totally disabled today, but if you can give some help

that person may be able later on-
Senator MILLIKIN. If he is totally disabled today and is needy,

does not the need require satisfaction, whether it be for a week or

month or for the rest of his life? What, then, is the need for the

word permanently "? I notice those two words are always combined.

Dr. WINsTON. I think that question will have to be referred to

whoever drafted the bill. Administratively it is very difficult.

Senator KEa. I believe the Senator his in mind Olme information

that I am interested in also, and others are, and I think he was asking

you if the purport of your statement is not favorable to a modification

of that language so as to make one eligible for the assistance if either

totally or nearly totally disabled, although h it may be something in

which either the care or nature itself might bring about an improve-

ment, whereby the person would be removed from the category of the

permanently or totally disabled.
Dr. WINsTON. I think that is a very fair statement. Thank you.

The CHAIRMAN. All right, Doctor.
Dr. WINSTON. The data cited also reflect the need for medical care.

'rhe higher and higher costs of medical care and hospitalization are

not only bringing people with otherwise adequate incomes into the

classification of medically indigent; they are also far outdistancing

the ability of local government units to provide needed care. Many
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of our counties have already exhausted their funds for medical care
and hospitalization for tle entire fiscal year in tile first half of tile year.
Just last week we had a great deal of attention iii the newspaper given
to a child who was desperately in need of medical care. That partic-
ular county, which is fairly liberal in its apr )rOpriations, had alIready
used up its appropriation for the year. KNow, tiat is happ)eling;
although taking the State as a whole , counties have doubled their
appropriations for medical care and hospitalization during the last
6 or 7 years. At the same time, though, costs have doubled, and they
cannot. meet it. Thus poverty prevents needed medical care, and
lack of medical care promotes poverty, in the long recognized vicious
circle. In a far-reafing forward step, 1I. It. 6000 takes account. of
this by making a special provision for medical care of the needy.

Senator T AFM. I hat hoes not take care of the medical needs of all
the needy, does it?

Dr. IV INSTON. No.
Senator TAMr. Only the people already covered by the Federal

program?
Dr. WINSTON. Correct.
Senator Kiti. Whether aged, dependent children, or blind.
Dr. VINs'ro,. Ilowever, the method of financing provided would be

administratively di-ficult. And 1 would like to remind you that in
our State, where we have local administration, we have 100 adminis-
trations of public assistance. Our recommendation, therefore, is that
the recommendations of the Advisory Council on Social Security to
this committee that financial aid for medical assistaneo outside the
ceilings on payments under the $6 per adult and $3 per child formula
wouh be more effective in meeting the need and more efficient, from
the point of view of administration. We are concerned, in all of these
cases of change ill the prograin, that we take into account, not only
what we need in the way of money to meet need, but also how we can
administer the program most efficiently and economically.

It is also important to stress the need for Federal participation in
the costs of welfare services. More and more emphasis should be
placed upon prompt amelioration of individual and family problems
and upon prevention whenever possible. North Carolina's public
welfare program has for a number'of years devoted more time proper-
tionately to social services not involving financial assistance than any
other State program involving administration of two or three of tle
public assistance categories. County departments of public welfare
are asking for much needed personnel. They see the value of pro-
ventive programs. They realize the need for more effective services,
to children in particular.' Those of us close to the local scene can cite
case after case of what happens to children deprived of needed services.
If children are our most valuable resource, surely it is time to make
the relatively small investments required for more effectively conserv-
ing this resource.

senator MILLIKIN. Mr. Chairman, due to the lateness of the hour,
I would not myself suggets oral testimony oni this, but I wonder if
you could write us a letter telling us what these preventive measures
consist of.

Senator TA'r. Also whether the argument, "if children are our
most valuable resource, surely it. is time to make the relatively small
investments required for more effectively conserving this resource,"
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is not a reason why the State of North Carolina should divert its inolev
to that purpose instead of coming up here to Washington and askingl
that it be done. I mean, if that is the most. vital thing in Norihi
Carolina, they are spending millions of dollars on new road.I and all
sorts of other things.

Dr. WINSTON. I think before you came in we made the point tliat
for our general fund budget for the current year we have allocated 87
percent of the total for health education aid welfare services.

Senator TAvr. Eighty-seven percent of what total?
Dr. WINSTON. Of our total general fund appropriation.
Senator TA~r. Of which? Of the State, or the counties, or what?
Dr. WINSTON. That is our State appropriation.
Senator Hoy. And then that is sup enented, Senator, by eat'h

county providing its part of the public assistance program.
Senator TAM. Yes. I am somewhat surprised at. the ligur",s. I

would like to see them. I never heard of any State giving 87 pereet.
for those purposes.

Senator Ho y. That includes education.
Dr. WINSToN. You recall that. in our State we support from State

funds public education.
Senator tloEy. The whole public school system.
Senator TAFT. Oh, the whole public school system. I see.
Dr. WINSTON. Services in North Carolina to individual childreni

have increased from 9,800 in October 1944 to 16,100 in October
1949. Under the present annual Federal appropriation of $3,500,000,
North Carolina's annual share is just about lhalf what we are spending
this year. This is possible because of some accumulation of funds.
If the allocation of $7,000,000 for child welfare services provided for
in H. R. 6000 is made, it will only make possible maintenance of our
present level of services to children.

We receive from the present appropriation about $127,000 annually,
because we had some accumulation from prior years, when it was
difficult to recruit personnel. We are budgeted this year to spend
around $245,000. Therefore, the doubling -4 the amount in 11. It.
6000 will only permit us to maintain our present level. On the other
hand, we are being urged to provide greatly needed services and to
give more children the benefit of sociol-servicb programs. The need
exists and is clearly recognized in every local community. Counties
are already carryin& their fair share of the cost, and have actually
been increasing their appropriations from year to year. Only by
increasing the Federal appropriation for child welfare services sub-
stantially above the $7,000,000 will we be able to continue to advance
in this much-needed area.

In conclusion, therefore, we have stressed with you the belief in
our State that we need: an expanded old-age insurance and survivors
program, tihe variable grant principle as now contained in H. R. 6000,
a broadening of the definition for aid to dependent children so that
we can take care of needy children who now do not have the benefits
of the program, a different terminblogy with regard to the fourth
category so that we can handle that administratively and really help
needy people, provision for medical care, preferably inder the r,.oom-
mendations of the Advisory CouncU, and an increase in the appropria-
tion for child-welfare services.
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We do urge, as a State, that this committee take the necessary
steps to amend 11. It. 6000 to lroide for further extension of old-ago
and survivors insurance and for Federal participation in a more corn-
prehlinsive public-welfare I)rogram.

The CIIAIRSMAN. Thank you very much, Doctor. We appreciate
your appearance.

I think we had better recess until tomorrow morning. However,
1 will undertake to get permission to sit tomorrow afternoon.

So, Mr. Lambert, Commissioner of the Alabama State 1)epart-
ment of Public Welfare will appear first in the morning, and then Mr.
Childs, commissioner of public assistance for tie State of Idaho, will
follow. We will just move those two gentlemen up to the head of the
list.

Thank you very much.
We will recess until tomorrow morning.
(Thereupon, at 11:59 a. mn., a recess was taken until Tuesday,

January 24, 1950, at 10 a. m.)
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TUESDAY, JANUARY 24, 1950

UNITED STATES SENATE,
('oMMir-ruII,. ON FINANCE,

ll'a shingtn, 1). (.
'l'lhe coninittee met at, 10 a. i., pursuant. to rece.-, in room 312,

Senate Oflice Building. Senator Walier F. George (chairman') presiding.
Present: Senators George (chairman), Byrd, lucas, Kerr, and

Millikin.
Also present,: Senator Dworshak; Mrs. Elizabeth B. Springer,

acting clerk; and F. F. Fauri, Legislativo Reference Service, Library
of Congress.

The CHAInMAN. The conintittee will conit to order.
Mr. Lamberth, I believe you were called yesterday.

STATEMENT OF BROUGHTON LAMBERTH, COMMISSIONER,
ALABAMA STATE DEPARTMENT OF PUBLIC WELFARE

Mr. IAMiBEIIRT. Yes, Mr. Chairman.
The CuAIMAN. You may have a seat right there. You are the

commissioner of public welfare of the State of Alabama?
Mr. IAMIEITH. That is right., sir.
The CHAIRMAN. Iow long have you been commissioner of welfare?
Mr. IAMBETH. Since November 1 of last, year. I took the place

of Miss Loula Dunn, who preceded ine yesterday. She organized our
department of welfare in the State of Alabama, and I was chosen to
fill her place.

The CHAIRMAN. Were you connected with the field of public welfare
before that time?

Mr. LAMIIHRT1. I was vice president of the Public Welfare Board
of the State of Alabama. Also, I am a member of the Alabama State
Senate, and I was chairman of the public welfare committee of the
Alabama State Senate.

The CHAIRMAN. You may proceed, and we will be glad to hear you
on this bill.

Mr. LAnBERn. For the record, my name is Broughton Lambert.
I am commissioner of the Alabama State Department of Public Wel.
fare, and I come before this committee in that capacity. Although I

ave been in this position only a few months, my interest in social
security and human well-being is deep-rooted. From 1947 until
my appointment as commissioner last November I was vice-chairman
of the Alabama State Board of Public Welfare, of which the Governor
is chairman. My appointment as commissioner was made by the
State board of public welfare. During the last two sessions of the
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Alabama Legislature I represented two counties in the Alabamla ,State
Senate. In that legislative body it was lmy privilege and responsibility
to serve as chairman of the stailding couinuttee on public welfare and
correctional institutions and also as chairman of the legislative interim
coninittet, which reviewed welfare problems throughout, our State of
Alabama for a period of 2 months.

I mention that in tile first paragraph. 'Mr. Chairman, by way of
qualifying myself as knowing the iwet ds of the State of Alabala

I should lie to say, too, that oant of mly firs requests as coin-
imissioner was to ak that I be heard before thi, committee if ali d
when hearings should be conducted on anendinents to the Social
Security Act. We do not now have any real security in Alalm for
our needy people. We thiiik that iore security colild be provided if
there wele changes in the Federal social security wI. That is why
I am here today. I want to confine iy renarks, however, to those
areas of greatest. need and to those aspects of the present, and proposed
legislation which I think are most, important for Albama.

All of you well know that Alabaima is a farming State, Our farn
population of 47 percent. in 1940 was more than twice the ligurt--
23 pereent-for the Nation as a whole. We are also a State where
per capita income payments over a period of years have been anong
thelowest. for the Nation. Our 1918 average o'f $891 was far under te
$1.410 national average. In foct., paynents are less in only three
States than they are in Alabama. Tlie States are South Carolina,
Arkam sas, and Mi,-issippi. riiihis means that most. of our people farili
and that they have very little in our world's goods. Theyit) do t
make enough to save for a rainy day or for old age or for any loig period
when they art, unable to work. The result is that we have todav in
Alabama a large number of farmers who have grown old and thrt;ugh
no fault of their own must face the present and the future without
seviurity.

Thierefor, the first thing I would like to talk about to this commit-
too is our Alabama farmners who have grown old and cali no longer
inako a crop. For most of them their only recourse is old-ago assist-
ance. In 1935 under the original Social Security Act they vere ex-
cluded from the benefits of od-ago and survivors insuramice. They
still are excluded. Yet, when they come to the welfare department
and ask for old-ago assistance, oven though they are eligible under the
law, they cannot receive enough for a decent living. Our old-aro
payments are a little more than $20 a month on the average for te
State as a whole. Even where two members of a family might qualify,
two payments at $20 each would not mean security.

You may ask why Alabama cannot pay more. Briefly, there appear
to be two reasons. We have larger and larger numbers of needy old
people and correspondingly smaller numbers within the population
who can earn and pay taxes. Not only do we have an increasing nutn-
ber of old people, but we are a State with an unusually high proportion
of children. This, obviously, narrows considerably the number within
the total population who are in their working years. Thus, it throws
our whole economy out of balance. And, in tie light of our continuous
low per capita income, a large percentage of the people who got old are
needy when their working days.are over. It all sounds very wvell o
say that people should practice thrift and lay something suiide each
year. I certainly agree-when there is something to save. Alabama
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had all average per capita income of $154 ill 1933. This had risen to
$242 by 1939, to $644 by 19.13, and to $891 1 1948. Could you live
decently on $154 or even on $891? And yet. this was an "average
figur,,--imany Alabamians never had that mih. They not only had
nothing to save-they had too little to eat. Tl'hat is, 6oth young and
old.

It is voisequently easy to undeistand why we have a high old-age-
assistuee-reeipieut" rl.e'- -156 per 1,0(1 as volmpar'ed wilh 231 for the
Nation. Our rate of aplieations for aid also (omntvoes to be as high,
as t here is less aml less demand for unskilled and older workers. Right
now, too, I would like to make one point elear. Alaluma has o11e of
tle most restrictive old-age irogram,1 in tile Nation. We have thiq
high recipient rate ill the face of a $St-ineome-liuihation elaulse
written into our Old Age A,,.istance Act. lin other words, I one van
qualify for aidl hy State law ill Alabama Wlo lias income anolinting
to as'much as $i0 a Ilontih. By administrative regulation, m e also
have added to this a property invitation. Omvnrship of real property
witli a net value of $2.00) exeludes a person from assistance. 'l'htt.
vou can see that, wheln persons qualify for aid under the Alabanma
NOl Age A-s,sistance Act and present Stilte regulations, they are needy
by anybody's definition.

Th1e ('a lUt.AN. You mean to say that $2,000 of real property,
whether it is produtetive or merely comsists of a home, would exelutehim?

Mr. LAtM 11THI. If it is real property, atl if it is assessed ltt the tax
asessor's oflive for $2,000, that exchtdes him or her from old-age
assistance in Alabama. That is by State regulation. It is not by
law but by State regulation.

'he (''AluA,;. Evtn though it is nonproduetive property and
eartts no income?

Mr. I,,MB wTiI. Yes, sir. Now, that. is controversial in my State.
Some people, agree about it and some do tot. Of course, as to
standii timber, that wouhl be productive. And vet. von would
have ot after land that would not be productive but. wotld be assessed
ior $2,000. and yet that. person woutd be ineligible.

Senator MIhZIKIN. Do they follow the practice in your State of
deeding property of that. kiul to their chihlren or to others?
Mr, IAMI IEiTU. They have tried thlat in the past; but., of course,

we do not, permit, it. We carefully check that. through our field work-
er. We do not permit, it, do not allow it, whether they deed it in
order to become eligible for old-age assistmnce or not. it has been
tried. And I umderstall in yottr State of Colorado you have -, eertaiu
law to prohibit, that. We have the same regulation: that we will niot
allow the applicant to deed his property to alty of his children or any
of his kin in order to become eligible. We don't accept that.
SSenator MmmI-KIN. That. is tile case if he has done that before he

has applied. And, if hI' still had tle property, he would inot be eligible.
Mr. LAmnumr. rhat is right. VIN P have had cases where they had

to check the tax assessor's offieo and tlte collector's office as well as the
office of tile recorder of deeds. Of course, mortgages should he taken
off and are taken off. You can have that $2,000 of asse.sed valte,
and of course your mortgage comes off of that. It ought to.
When some' States are easily securing sulliviett money to pay old

people $40 atnd $50 and even $75 a mnmth, we in Alabamia art' having
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a hard time getting up the $5 it takes to match Federal money for a
$20 old-age payment. Yet, not only do we keep on having a high
rate of applications for aid, but we also find about three-fourths of
the applicants eligible to receive a check. We do not know where the
money is coming from to grant them aid. But they need it, and old-
ago assistance is their honorable and just right.

And in clarifying that statement, I would say: because they need it.
You are now considering H. R. 6000 to amend the Federal Social

Security Act.
Senator MILLIKIN. I was a few minutes late, Mr. Lamberth, and

do not know whether you touched on this subject. What percentage
of your State revenues are you devoting to welfare?

Mr. LAMBERTH. In our State, Senator, we appropriate presently
$95,000,000 in round figures. $63,000,000 of that goes for education,
$9,600,000 is for public welfare, and out of that $9,600,000 we appro-
priate 73 percent for old-age assistance. That would be somewhere
around 15 percent. I never figured it out. And the rest of that
$63,000,000, plus the $9,000,000, coming to about $70,000,000, of
course, is appropriated for other State functions. But we do not
appropriate as much in our State as personally I would like to see.
We do not appropriate as much as some other States proportionately.

Senator MILLIKIN. What is your population?
Mr. LAm nERTH. Three million, in round figures.
The CHAIRMAN. In Alabama, are the old-age applicants denied

benefit payments if they have children who are able to support them
or other relatives who are able to support them?

Mr. LAMBERTH. Yes, sir. We take that into consideration, Mr.
Chairman. That is quite controversial in my State.

The CHAIRMAN. I was just asking what the practice was.
Mr. LAMnERTH. We take into consideration whether the children

are able to support them; and, if they refuse to support them, then
of course we place them on old-age assistance. But, if they will
support them, naturally we do not so place them. But we take into
consideration how much the children can pay in support.

Senator MILLIKIN. Do you have dependency statutes down there,
whereby you can compel a child to support a parent?

Mr. LAMBERTH. Yes sir.
Senator MILLIKiN. but that is not used?
Mr. LAMBERTH. I used to be second solicitor of my district, and

we have the courts cluttered up with those statutes. But we never
enforce them. That ought to be attended to. But if you should
send one to the penitentiary for not supporting his children, they would
send him back next day. It is not very enforceable.

Senator KEn. Will you say that again?
Mr. LAMBERTH. If you should send one of them to the penitentiary

for failing to support his children, they would send him right back.
It is not a good practice. I do not believe in it.
The CHAIRMAN. I suppose the authorities thought such persons

would not be any good to them if they would not support their familiar
at home.

Mr. LAMBERTH. Well there is just not much way to regulate sup-
porting families through the courts. You are attorneys and know
about that as well as I.

You are now considering H. R. 6000 to amend the Federal Social
Security Act. The formula this bill includes for increasing Federal
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grants-in-aid for old-age assistance and other assistance programs is ofvital concern to States like Alabama. As our welfare budget now
stands, this formula would enable us to increase average old-age pay-
ments by about $5.

Senator KERR. That would make you an average of $25 per month
per recipient.

ir. iaAMnERTu. That is correct.
Senator KERR. And, of that amount, what would be your State's

participation?
Mr. LAMBERTII. It would be the same, $5. It would remain the

same.
Senator MILLIKIN. Mr. Lamberth, may I ask you: How much

Federal income tax and other Federal taxes does the State of Alabama
pay into the Federal Treasury each year?

Mir. LAMBERTH. We pay $276,000,000 from Alabama in Federal
income tax and Federal excise tax. That is quite controversial in my
State. I argue that we send quite a bit more to Washington than we
get. But, of course, we have got to take into consideration that that
money goes for past wars and future wars and for the debts, and there
are two sides to it. Of course, we argue, and I do, that if you send
it to Washington you ought to get more back. And you know the
rest.

We still could not pay anything like the $45 national average or the
$75 average paid in Colorado.

Seitiaor M ILLIKIN. It is $82 now, I believe.
Mr. LAMBERTH. Is it $82 average?
Senator MILLIKIN. Yes.
Mr. LAMBERTH. I made a trip to your State and spent a week out

there.
Senator MILIKIN. You mean you left it, after once being there?
Mr. LAMBERTH. Yes, sir. I hated to leave, but Alabama is a mighty

good State. That is where I make my living.
But we would like for people not to suffer because they live in

Alabama and grow old there. We think that the Mills formula is an
immediate answer to the problem of getting more Federal money
quickly into the low-income States where assistance payments are
also low. Nevertheless, we would hope that at some future date a
formula can be devised that would allocate Federal funds to States
on the basis of relative need and fiscal ability. This principle has
been applied in relation to funds for the school-lunch program and
hospital construction and might well be considered in regard to grants-
in-aid for assistance to those unfortunate people who ned it.

Also, in the light of these facts, I hope you will give consideration
to developing a plan for providing old-age and survivors insurance
benefits for farmers. Our people want the kind of security that comes
to them without a means test. They want a monthly check when
they are too old to work, and they want to pay in to get that check
while they work. They do not earn enough to pay for an individual
annuity plan. But, they could contribute to old-age and survivors
insurance. And they want an opportunity to do so. Farmers are
frequenting old-age and survivors insurance offices throughout Ala-
bama with the query, "Why can't I qualify?"

Senator MILLIKim. Are you referring to the farm employee or to
the proprietor?
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X\r. LAMIRUTH. Both. I realize it is a pretty dillicult problems to
put the tenant farmer under this incon-tax plan as found ill 11. R.
6000. They both should be taken in, in the future, in some way.

Senator MILLIKIN. You operate pretty widely on a tentnt-harmer
basis?

Mr. LAMBEUTII. Yes.
Senator KuRR. Is not that. situation changing eonsiderahly?
Mr. LAMBERTH. Yes, Senator Kerr. It is ehangingIust lilke in your

State of Oklahoma. But you still have those tenant htrlners in great
numbers, as well as landlords.

Senator K tmjtm. We hive the same problem in Oklalonua, but I
would say that in the last 15 veans the percentage of the farriers of
Oklahoma who are tenant farmers has been reduced by at least half,
and I would have thought that. it would have been oniewhere near
that in your State.

Mr. LAXtIERT1. Well, it is not quite half, according to the figures
of my State. However, it has been reduced considerably. Nly
home town of Alexander City, Ala., at. one time had 135 cotton gins
in it. Row it has none. That has changed all over the State. We
still have 50 percent of our people dependent on farms, whether tell-
ants, cotenants, or landlords.

Senator KEmt. I thought you said 47 percent.
Mr. LANIMERT11. hnat is not, of course, taking into consideration

the landlords.
Senator Ku . They live in town, but are still dependent on the

farms?
Mr. LAXnmv":1rT. That is right.
Of course, t r,,..lize that changes in the law today still would not

take care of the thousands of needy people we already have with us.
'That is why I want to'see the public-assistance provisions of the Social
Security Act changed so that we can help those already too old to
work now. But I hope the insurance can be extendetl to farmers
with a clause to provide coverage at an early date for many of those
who are now approaching the time in life when they can'no longer
earn a living.

It is not within my province to suggest administrative procedures
for farm coverage. It is my understanding, however, that the
Social Security Administration has developed what appears to be a
feasible plan. I would hope that this committee would examine those
proposals and give favorable consideration to incorporating them into
the social-security amendments.

Senator MILLIKIN. Mr. Lamberth, might I ask you: I see that
your average income is $891.

Mr. LAMBERTH. Yes, sir.
Senator MILLIKIN. Has that been a rising figure?
Mr. AAMBERTH. Yes, sir.
Senator MILLIKIN. Does your statement give it? I will not bother

you with it if your statement gives the progression of that figure.
Mr. IAMBERTH. Back in 1933 it was as low as $154. By 1939 it had

gone up to $242, went to $644 in 1943, and then went to a top figure in

Senator MILLIKIK. Thank you -very much.
Mr. LmAiMnTn. In considering exo.ension of coverage of old-age

and survivors insurance, I hope you will also bear in mind that many
farmers work off and on in covered employment.
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Setiator Kerr, that is what I had reference to awlile ago. They
sometimes work in the cotton mills, and so forth.

lit this way they may contribute to old-age and survivors insurance
yet nuver achieve co erage. Estimates of the number so affected
throughout the country have beeen fixed at 31 percent of farm o orators
and 38 percent of farn workers. For example, there are farm laborers
who work in sawmills and textile mills during part of every year.
There are farmers who worked in industry. turinig the war years.
Their contributions to old-age and survivors insurance are actually it
loss to them. Also, our farmers help pay for the cost, of old-age and
survivors insurance in much of the goo'ls they buy. For example,
an emnplover rightly considers his contribution for einlployees as a cost.
of operation. lie is going to get that cost back in the price of the
product he sells. So, while technically the farmer and his tenntt,
might not contribute, actually they do. Is it fair to exclude them
front the program and its benefits?

II. It. 6000 extends coverage to. many workers not now included.
It also makes benefit provisions more adequate. These proposals 1
would support insofar as they go. Alabama's coverage under 11. 1t.
6000, however, would be no more extensive than present. national
coverage of 60 percent. of employed persons. The original Social
Security Act, anticipated that old-age insurance would carry the major
load, Sulpllemented by old-age assistance for a smaller number of
people who lid not or could not earn benefits during their working
*,ears. Unfortunately, the reverse has proved true. Alabama has
less than 19,000 aged old-age and survivors insurance beneficiaries
now and over 77,000 recipients of old-age assistance. Only a small
proportion, less than 2 percent, receive a small old-age and survivors
insurance benefit supplemented by old-age assistance.

Old-age assistance has had to carry the-load for two primary reasons:
Too few people have been covered, and benefits have not been related
to living costs. Average payments in Alabama over the past several
years illustrate what I mea. There has been relatively no rise in
average old-age and survivors insurance payments-they still range
close to $15 a month in Alabama.

While old-age assistance has not kept up with changing prices,
payments are more than double what they used to be; $2.62 was
the average of old age assistance benefits in Alabama in 1927, and it
was $27.80 in December 1949.

Policies in regard to determination of need have kept up with
living costs but funds have been the limiting factor. Likewise, old-
age and survivors insurance maximumns haveheld rigid while ceilings
have been raised on assistance payments.

Thus, I would hope that this committee would support amendments
which would implement the social insurance program and make it

possible for the majority of our people to reach old age secure in the
knowledge that they would have an income for the rest of their days

And by income I do not mean an assistance check based on a means
test. I refer to a benefit check earned by individual contributions.

Senator lMILLIKIN. Mr. Lamberth, one of the things that is nagging
at me on this subject is that under old age assistance you can, b
annual appropriation, keep up t h6 purchasing value of the dollar.

Air. LAMBERTH. Yes, sir.
Senator MILLIKiU. And thus keep the recipients in position, assuni-

ing a proper administration, to keep the benefits up with the purchas-
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ilig v'llao of the (lltir. 11itt 'lieu yoll twro (1e111in9 With insuratice,
yolu are dealinth fxed dollars, wivieli may lit worth 51 4,4111euh today
tandt 10 coits wiiiI i'pay-tit timo 00111014 1, or uot-hlig lpthtilps. I low
tire we' goilig to 111et th itl dilonlitil of the Imiinss?

Mr. 1 jAmumit~~, I rvalime, Sentt r, thtt there are two mides to t hit..
III nIy insulralne po11icyA W1 as ll tiors wve have to take int." emnsitle'rn-
Collite fact, thint ait a Iliter tille it is perhaps not goitig to het worth
kil muchel ts it. is todaly.

Seintor MitaumrtmiThat aloes not imak ymn feel any bet ter, does it.?

Seintor Ntmuaaaa. Sntor (leot)ge pointed out, vost erday whalt
seeIP01d to 110 i vitall distincetionl bi-eten it privitte inls%%ranc1e system
andtis1 system. I call huy, it policy ill the1 priville insuralloe Asst cm
or I noulltinve, tim ti, niatter of Ily voluintary- choice. I do 111t, have
to Iuy it.. I'ere, you ar origpepe And yout aro. takitig their
110114 oIf at giveti 'Ale, and youl vanniot atsurethem that Chey will

take out, money of the~m Qt1e vlu. How (n we solv'e ditat, dfoina?
Mrt. LAMNUTIt. 1 do1 notNH 0 0el0eve th 6 is ' no V ay IoVe it..
Sentor MN1.1.IKIN. Then shoutl we take tlnir nuiaiey?
Mr. L till UamrI. WelI if vol dto Iot. force thiea to vonltrillmte, to

aitiko voiulsorv cent rabut ititia to old ago fiod mirv i rem il tasurillt'll
you will ahlys tave this inetrewstig load oif old ago IAssisAtanlce. Ami
1 nliit tepll yol froml 1a State sqtanldpliut. fitha the Stalte hegislat nro is

just, as 111uch Vonceornt'd abovt ditha tiA Conigres,;s is. They always want,
to knetw. ihenl is the Iol going to st el gettinheaivier'? Atid tie(

ony wany you cn atop it, in% Alit hinun, is to PIttm h aae'taae l
ai 'l'li vvmimraeV1 CHtAIRMAN. D~O you1 thiik your farmers would approve that?

Nlr. lc~initnru. Yea, ar. Th finmil lurvai in mny State is hteart-
ily Wn favor of it. Of course, the farmer is n idp et num, asR
youi know. lint, the farmers von lit (14i1101114 to it, Anil should he(. If
thmuit; not done, I don't. ae tiny end to it,. peronally.

Senator Nfaa.;uu. Tho't we huave (te addtitiouAl dilhiulty that,
Illider the inaluu'alo system asR we Aoe opolititig it., et'alywhenl
we tire lining unuder'deficit titnuiing1 you tiay twice. mhisnircu
pays oncep; thenl Ito pays it. all over ogmunil a4 at taxpayer.

Mr. L~sAassn.RI itat is right.
Senator N ai.rau. lihir diretly or Inviaibly, ho ptuA; Ilays twice,

Ilow tire we going to overcome that. dilenumv?
Mr. LAMuAuRT. We haVe the same1 144-11) youil have Semitor, iti

connection with th'e pensions to thsoail mild tit oioiih workers.
You pay for thte ienmona. Almo asi a taxplayor, you1 pay~ twive tie"'.

mentor NIaAMuN. lBut, does tht make it. tnylimttei
Mt. LAWINTIiTr. NO1 Air, it, doeA not.
Senator Mu11..1m. 'l't doe" lnt AVo th0 problem. 'It projo'A

the problem.
Kni~ou 1111.
Mr. LlUTYLwri I ha1Ve aleAY Alnid thatt whIil iusranlet MIMItl to

be extended, Chere must lie hIroVIP1io for tho needy now. We Are
0speolauly troubled ina AlabaM1a ovt~r one group whose itleripg tire
cute and Vir whom almo t) oprovision fig rorde, I ilm tulkinig about
llgroll m weeh thet totally Knit PermAftlitMly hadc e.We have

ir hamta nearly 8,00)1 indlviitahk wvho bre tee hmm foro-age
Mahuaice arad too Old for aid W 'dependent Children.u foy ae not
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blind, yet their" 111dieaps tie io grelt tlult thily elmlcot. work now
ad V1111 lhlvo l1t hopo of ever l ecl minig self-slupporti1g in the future.
We 11ive ve y,. liunted Statel i111d local 1lUlley evin for t1u1athiig
Federal, funds in the social security otegories. We have still less for
thist group who lire wholly dpeni , tlet. on money10 from tho State 1nd
its politicid subdivisions. Average, payi1ents toda.v for alid to t.ho
lndlicapled in Ahiuhmn are abollt. $13 ia n1U1th, yt. most, of theso
people 1eed 11u h141 rA'e, pecha dieal ea liecal atte1tiio1 d tl otlher
speclial 1 'ovisios w iehl fre elated to fong-time illness. 'htliir ted;
aro far romi met o1 $13 it mUon1th.

Smator MILI1KIN. Mr. Lamiherth, 1inny I put a% question to you
bluily lnid without ally culirhicu , ou it.! I notico that ole State
representative after another \a't111 us to cut down public a ssismt o
i11nd get everyhdy under insurance. Is iot, thet, pulrpose of thlat to
ulhh, the legislatures to avoid rotllhintg?
Mr. lhA 11llr. Well, answering that caldidly, I eQplet that is

true.
Se1naor MIMII 1N. In other worils, it is to piss t h Ibuck to tho

entrihultor, if tillt is i proper expre ioni; piss tho buck to tho
e1t rilutor, so that t h ak oCl aget outl of tihe lap of the legisla ure?
Ml'. LjAM1FI'llTt. 1 think you are) probably right. I UMut May that

RR ito this prograimi, ev ei in 11y St ato of Ahilu11, the people are not
it liildred |p1rnet, for it. t is oover'ial there, 1 from your
State level, as well as the atioald level. 'E'lhey wan1t Conlgrts to
take charo of tho 1eedy. And, of vourao, I realzo yn till wait (ihe
State level to vomiribulte its- shatre.
I would hope, thir, efore, that this cou itt e would consider favor-

ahly' tho provisions ii It. It. tlt)tlt0 for setting 111 A nw te,gory of
RsistaneO--Aid tot thO IIeMI lyO1]V n11d totallV dialed. Weo at
lelst. Could increase our payments i o about. tIl) levol paid for aid io
111e hlild and1 old-ag 11asi4st i n1e if thil pategory Wvre \ t . 1p.

heau se ti is hmuited I wrill 1 ot go into tle other asplwt of It. It.
(100tt)0 or othor ares of seial security whero c11ges light. well be
lmdo. Wn Albamati wo havo long limited public assistnee 1paymient11
to the iuemplovahle. We Soo no prospect, for ellm1,gi11 t hiii. Our
State, nevrthalcss, has done frAirly well by its people. Welfare
appropriations have literamued mateially wkince thn' 1 )partmplnt was
set up. Ex penidicurvi from Staitt funds it% the 1018 -41) fiscill year
we're about tour times; thme amount speint in% 10t3t6-37 from this s~ource.
I )esp1iti 100eder4l grmu'ts-im-id, h10ONevr, funds(1 h1ave nverV been utll-
cienit to m1eet 1n xl 'ilThere laus be em no rel ecu1'iy ve for old
people the children, sld tho disbled who havo been 'higihi, for sid
from te It,e

Se11ntor tI N.N May I ask you, Mr. ]lhahert.h, again: What
)er-1emnmo of your toutl lio1 elation lives oi thre f'arm or is dirvtly

sitmortel by the farmi?
, r. LAOIi11, Well, now 47 Iercent is the aotual umbo of

peo1e1o living ol tIme farm, IAndlord mid tonnt,. It, i mighty near ti0
percent, ill may State of Ahlu.mm.

Semlatr M mfIIa IN. Andt whn tIhere would lie amtoier p lent thalt
lives in the little town1 servitg tlio farm irieas1?

Semtor K ,am lie said that, 70 pocent of the farmers either owned
farlms or were dependent. ol thm .
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Mr, LAMnERTi;. TI'int is ritldt. Of course, if y-ou should put tlie
tenant or sharecropper, or wh atevor lu w l call hilli ilnd er old
ago and survivors insurance, that wouid mateorially affect the State of
Alabama. And the State legislature is looking to the future in its
recomlendation.

Senator MiIdKN. Ilow muchl cash does a farm family need for,
as we will call it in the absence of a better word, securit,? Or sub-
sistenee, miliun subsistence? HIow mitch cash noney does it farm
family in Alabama need to have a decent living level; out of crops
and/or additional assistance, via assistance or via insurance?

Mr. LAMBE nFT. I would say an. average of $75 a month for a
family of two. That iq very, vory small. Tiat would only get. him
the bare necessities of life. Of course, our social security will only
permit $50." Senator NMim1IKIN. How much of that does he get. off of his farml?
I realize it varies, an(i the best we can (1o is get somie rough figures.

Mr. lAMEIEWI'. You mean the landlord? The sharecropper? Or
tie average?

Senator MII,T01KIN. Let us.take it one at. a time.
Mr. LAMFIETIL. I (to not imagine it would be easy to figure. This

tenant is always in debt every year when he is through. HIe always
owes the landlord.

Senator MNtIKiN. You can see what I am driving at.. On the
farm, a part of the security is provided by the farm itself; and what
I am trying to get at is the relative buying powers or the relative real
money v values in the two types of occupation.

Mr. LAMBIPRTH. I wouhl say that he will raise about $600, ill my
opinion, per anunum. That is'what the average farmer would mnke
in my State. That would be $50 a month. I figure that on two
bales of cotton and so many hundred bushels of corn.

Senator Krnut. You figuie that on what?
* Mr. LAMIERTII. On two bales of cotton and so many hundred
bushels of corn. That is my guess, because I (o not know the figures.

Senator KEan. Do you know the average size farm?
* Mr. LAM 'mERT. About 40-some acres.

Senator KrntH. Of which how much is in cultivation?
Mr. LAMtBEnTI. I would say 20 percent of that would be in culti-

vation and the rest of it in pasture anti wooded land.
Of course, I have always said that, just like in your State of Okla-

homa, a lot of farmers (1o not even make a living on the farm. Yet
they stay there and try to exist. You know yourself that is true.

Senator LUCAS. You mean that is what is happening in Oklahoma?
Mr. LAMnERTH. No, sir, that is what is happening in Alabama; anti

I was just referring to Oklahoma in passing.
Senator KER. I have found that condition, when they exist, do

not seem to recognize State lines.
Mr. LAMTIERTHT. No. I think you will find them more in the South-

ern States, including Oklahoma, than in the Midwestern States,
though. 1

Senator M.LTuut. Do those fellows who cannot make a living on
the farm become politicians in your part of the country?

Mr. 1JAMOnVtTH. They make 4 real try in the spring primaries. They
are very much interested in old-ago pensions.
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Senator LUCAS. Mr. La mberth, did I understand you to say that
the average farm family in Alal)ama call live oi the basis of $600 a
year?

Senator KEim. Cash income, as I understand it.
Mr. lAM3tFt'rTI. Cash income; yes, sir. Of course, that, does not

mean where he raises certain stuff to eat on his farm. That is cash,
a certain amount of cash that he would have to have for doctor's bills,
and so on. I realize, Senator, that that is a very low percentage, but
be could do it. In fact, they have been doing it oil much less. I do
not say they are not going hungry, but they are doing it. oil mucl less.

Senator LUCAAS. The only reason I propounded that question was
with respect to statements you made about those who were per-
manently and totally disabled. Their average payments are around
$13. a month. Yet, these people, you say, need 'nursing, care, speeinl
diets, medical attention, amd other special provisions which atre
related to long-time illness.'' Of course, a lot of these other ptoplo,
that are not. l)ermanently and totally disabled, need nursing care at
times, and medical attvcution, too, do they nlot?

Mr. lAMnitt'ru. "T'hat. is right.
Senator IucAs. And can they get the proper nursing care and

proper medical attention on the cash income of $600i a year, if tile
average family has two or three or four chihlren?

Mr. LA WIiRTu. NO, sir; not, nearly. They con't even touch it.
That gets into socialized medicine, which I it) it care to discuss now.
But as to that $5) a t1onth, as you weil know, when they get to 65
years of age, practically all of thtem are sick at 65. And'that won't
pay for tho doctor's fee., and won't pay for the medicines. That goes
into their budgets. It is just one of those things there is no way to
take care of at the present, time. I hope some (Ay there will be.

Senator N tLhlKiN. rako the case of an unfortunate person who is
stricken on one of those 40-aero share-crop farms. )o you have a
traveling nurse service or traveling medical service? hiow is he taken
care of, to the extent. that lie is taken care of?

Mr. I,. AMBET. No, sir, we do not have anything like traveling
medical or nutring care. He is just thrown on tilt, mercy of the
coummunitv unleslhis landlord wants to take care of him.

Senator' NAMlm . Or he just lies there and dies?
Mr. LAMIMnmI. I have two brothers and an uncle who are doctors

and can tell you that a lot of then go to charity.
Senator Mimmhwim. The family does the best they call, I suppose,

to 1nurse4 him.
Mr. IiAMnEVTtt. Some doctors give their services for nothing. I

ani a great. advocate of nursing homes for these oh1 l)eol)le. But that
is far afield in my State.

Senator Krm. What (lid you say?
Mr. LAMBI'nt . I say I am a great advocate of mrsing homes for

all these old people; handicapped, too. Of course, you get into a lot
of expenditure of money there.

In spite of limited money, however, we have provided child welfare
services and social services in an attempt to prevent depenldeticy.
Such services predate tile assistance program in Alabama, where we
have hming recognized that prevention is as much a welfare job as
relief. We knew that if we could provide social service, we often
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could help a person to help himself. Furthermore, we Iave long been
aware of the effects of one program for human betterment upon
another. Thus, we recoguizo clearly that the whole Social Securi'.y
Act is important, that all the programs it provides are necessa y.
We believe in legislation to safeguards maternal and child health. fer
instance, as unuch as we do proposals for increasing grants for aid to
dependent children. I would, therefore, like to indicate here my
sport for the over-all social security legislation.

do not want this committee to consider my interests narrow
although I have confined my remarks chiefly to the need of old-ago
insurance for farmers and for increases in federal grants in aid for
assistance payments. These are merely the points that need greatest
emphasis if the welfare of Alabama's people is to be improved because
most of Alabama's needy people are old and most of tlm have lived
on farms. We now issue more than 100,000 assistance payments
monthly in behalf of more than 150,000 persons in Alabama. One
reason for this large volume is the small number of old age and
survivors insurance beneficiaries in the State, presently about 37,000.
It is clear that low coverage and inadequate beielfits have contributed
to dependency. I think we recognize together that the welfare of
each child and each old person is important to the welfare of us all.
I would urge you to consider this as you consider revising social
security legislation.

Gentlemen, I appreciate the honor of appearing before you. Are
there any other questions?

Senator MILLIKIN. Mr. Lamberth, may I ask one or two more
questions? Did you have the poorhouse system in Alabama?

Mr. LAMEI 0TH. Yes, sir; we used to have alnshouses in almost
every county.

Senator MILLIKIN. And do you have any left?
Mr. LAMBERTII. We have three left in the State, and there is a

movement on in the State to abolish those three.
Senator MIhmLIKN. Does your welfare program mostly come from

the State, or is it mostly administered on a county basis?
Mr. LAmBERTH. Welf, we have a very unique set-up i Alabama.

We have what we call local money. But the legislature claims it, is
State money, and the local people claim it is local money. As a
matter of fact, the legislature appropriates it and sends it to the
subdivision in each county.

Senator MILLIKIN. And do the subdivisio is administer this system?
Mr. LAMBERTII. Yes, sir. We have county directors, set up under

county boards.
Senator MILLIKIN. Do the local governmental units matdm State

funds?
Mr. LAMBERTH Ye. sir.
Senator MILL4I mN. They do?
Mr. IAAMBERTH. They do that with the money that we send them.

Of course, they claim that is local money, and the legislature claims
that it is State money. But we appropriate $4,600,000 to send to
them. We appropriate $4,000,000 from the State level.

Senator MILLIKIN. But do not the counties raise their own money
by county taxation for any part-of this pro ram?

Mr. IA~B~.~T. No, sir; they doq not. I think they should, but
they don't. That is very controversial in my State. I have always
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advocated that they should have appropriation bills in every county
for welfare purposes.

Senator MJILIKIN. Is tile same thing true as to the cities and
towns?

Mr. ,1AMnWtRTIt. Yes, sir; thle same thing is true there.
Tie CHAIaMANr. Thank you very much for your appearance.
Mr. IAMIE -"nI. Thaak you, gentlemen.
The CHAIRM N. Conitssioner Child?
Senator DwWISHAK. Gentlemen, I am happy to present Mr. Child,

commissioner of p'ihFlc assistance of the State of Idaho. Ile 11n8
had more than 10 vears' experience in this kind of work and in deal-
ing with social security problems. I am sure he has an interesting
statement to present t6 tile committee at this time.

Tile CHATIRMAN. Senator Dworshak, we are very glad to have the
commissioner.

You may be seated if you wish, Commissioner, and I will ask that
you please identify yourself for tie purpose of the record.

STATEMENT OF B. CHILD, COMMISSIONER, IDAHO DEPARTMENT
OF PUBLIC ASSISTANCE

Mr. CniLD. My, name is Bill Child, and I ant commissioner of
public assistance' for the State of Idallo. My primary purpose in
requesting the opportunity wlich you have granted m to appear
before you today v-'ms to ipeak on behalf of tle extension of ol age
and survivors insurai..e under the Social Security Act to include
farmers and form workers.

Idaho is an agricultural State with approximately two-thirds of
its labor force engaged in emiployntent, principally agriculture, which
is not covered under the existing ol age and survivors insurance
provisions of the Social Security Act. 1lence the basic protection
offered Ib the Federal retirement insurance system does not extend
to workers in Idaho ani other farm States totie extent that it does
in predominantly commercial and industrial areas.

ILikewise the inmher of retired workers who are receiving benefit
payments under old ago and survivors insurance in Idaho bears a
significantly smaller ratio to the State's total aged population than
does the number of similarly retired workers in States with broad
coverage.

In June 1949, retirement benefit payments in (daho under old ago
anti survivors insurance amounted to $90,8:15, while old age assistance
payments aniounted to $487,698.

'he CHJAIRMAN. Will you give us that, figure again?
Mr. C11LD. $487,698.
Tile CHAIRMAN. Old age assistaIcO 11o1e?
Mr. CuHD. Yes, sir.
The CHAIRMAN. Against $90,000 for the survivors insurance?
Mlr. CuIn. That, is right.
Senator MILIKIN. That is for I month, the month of June?
Mr. CHILD. Yes, sir, the Inonth of Juno 1949.
By contrast, in the industrial State of Connecticut in the same

month, the insurance payments actually exceeded old age assistance
payments by nearly $50,000.
Tho discrimination resulting from inequities of coverage between

predominantly agricultural and predominantly industrial States is re-
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vealed in a comparison of data as of June 1949, on old age assistance
and ol-age and survivors insurance between a group of farm States
comprising Colorado, Idaho, Montana, Utah, and Wyoming and the
industrial states of Connecticut, Rhode Island, and Now 11lampshire.
The total populations, respectively, of these two areas are comparable.
The recipient rate per thousand of population aged 65 or over for ol-
ago assistance is 344 in the farm States and 120 in the industrial
States. In inverse proportion the same rate for old-age and survivors
insurance is 128 in the farm States and 247 in the industrial States.

The dollar payments under the two programs bore approximately
a 1 to 1 ratio in June, 1949, in the industrial States, being $1,653,865
of old age assistance and $1,613,274 of old-age and survivors insurance,
while in the farm States old-age assistance payments were $4,880,500
in contrast to $665,337 of old-age and survivors insurance payments,
a ratio of over 7 to 1.

Based upon Bureau of the Census population estimates for July
1948, the annual cost of old-age assistance per inhabitant in the farm
States is $10.63 and less than one-t-hird as much, $5.64, in the industrial
States.

With the combination of high price levels and a rapidly increasing
population of aged persons, the costs of old-age assistance in hdaho
are rising so rapidly that continued financing of the State's share of
those costs at their present trend threatens soon to become an
unsupportable burden within the present tax structure. The solution
does not lie in assumption of a greater proportion of those costs by the
Federal Governent. In my judgment it lies in raising the payment
level of o(-age anti survivors insurance to a reasonable proportion in
relation to living costs; broadening the coverage to include farmcrs
and farm workers in addition to the extended coverage proposed in
H. R. 6000; and provision for a reduced qualifying period for persons
in the ipper ago brackets.

Thus the advantages of old-age and survivors insurance will become
more equitable among all States and the degree of a needy aged
individual's security hall not be determine([ by the nature* of tie
work to which lie has devoted himself.

For the past several months I have devoted much of my time to
focusing public attention in Idaho upon the question of agricultural
coverage under old-age and survivors insurance. I have met and
discussed old-ago and survivors insurance with service clubs, boards
of county commissioners, advisor councils of public assistance, farm
groups including the recent annual meeting of the Idaho State Grange,
and scores of armers and farm workers. I have supplied farm
newspapers, local Grange organizations, and many others with
informational material about public assistance and old-age and
survivors insurance.

Throughout these contacts I have solicited questions and/ offered to
answer or to attempt to secure the answer to any questions that might.
be raised. Frequently the objection has been offered that agricultural
coverage would involve additional bookkeeping which is odious to
farmers. After having explained the insurance system and the
proposal of the Social Security Administration to employ stamp-book
method of reporting for farm workers and the income tax return for
reporting earnings of the self-employed farmer, I have not heard a
single farmer express himself as opliosed to farm coverage.
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Senator MILLIKIN. Proprietor or worker?
Mr. C1uL,. Proprietor or worker.
I have not encountered a single objection fromn a farmer that has not

been resolved by these explanations. I have heard expressions of
approval and support of the proposal from hundreds of then.

The CHAIIMAN. What is the system mider which your farm workers
are employed? Are they on the day basis, or the weekly or monthly
basis?

Mr. CHILD. There are two predominant types, sir. There is a
large group of itinerant seasonal workers that are employed primarily
during harvest season, and they are on a day basis. Then there are
year-around employees, particularly on the dairy farms, who are paid
a monthly wage.

Theo CInAIRMAN. You do not. have anything that approaches a
sharecropper system, or a sYstem providing for participation in the
profits of the business?

.Mr. CHILD. Remotely, yes. There are tenant farmers there who
operate farms owned by landlords on a share basis, but it is not nearly
as extensive as it is in the cotton producing States and in other areas.

Senator Kamn. The common acceptance of a "sharecropper" is one
who receives not only the land to farm but his living expenses while
lie does it,, and then (divides the crop on a certain basis. Is not your
system in ldaho different from that, in that it is a tenant farmer
proposition, and lie takes the farm for a rental of a certain percentage
of what he prodhuces and then maintains his own economic independ-
ence or security while lie is doing it?

Mr. ('iu,. 'Yes, sir. That is right.. The lanllord assumes no
responsibility for meeting or contributing to his living costs, to the
tenant's living costs.

Senator l . So that the sharecropper system, as we know it,
does not exist there?

Mr. Cimm. It. does not exist there.
Senator DWORSlAK. Can you tell us how the farm labor pay scale

compares with other States?
Mr. CmLi). With other States having a similar t'l)e of agriculture,

the wage scale is comparable. For examl)le. hands that. are employed
for the harvest of crops in the fall start out in California, and somno of
them go through Tlexas and others3 come (directly through Colorado
into the Dakotas, into Moutana, and downi into Idaho. 'hey receive
pretty much the same wage scale ii all of those States. The year-
rounid employee used to receive a very low salary plus his Reep.
The current, wage for a full time farm" employee vould average, I
would say, approximately $150 a month.

Senator NI M1,hKIN. Plils keep?
Mr. Cnim. About. half the time, plus a house. lie receives no

food, Sometimes he gets a garden plot on which lie can produce
green vegetables.

Senator Mamx.mTN. I mean, does he eat at tihe family table?
Mr. CimLD. No.
Senator NIIhIMKIN. Would lie have his home?
Mr. CimLD. Ile usually would have his home. Of course, there are

exceptions.
Senator MILLIKIN. And some donations of garden truck and eggs

and chickens and things of that kind?
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Mr. CHILI. There are exceptions, but that, I would not say, would
predominate.

Senator KEnn. He has the opportunity to produce that for himself
on his own little patch of ground?

Mr. CHILD. Pretty much; yes. But he is pretty much an inde-
pendent family economic unit nowadays.

Senator DWo11sHAR. Mr. Chairman, in most cases the farm em-
ployer provides housing facilities in addition to this wage.

Mr. CHILD. Yes; in most cases he provides housing facilities.
I might say at this point that that is on the decline, because in

many sections of the State they are converting to a different kind of
production, and in many sections of -the State, particularly in the
Snake River and Boise Valleys, they are chopping up farms and
Increasing their dairy activity, putting in smaller farms, and it elimi-
nates housing facilities for many of them. Consequently, the con-
centration in the small farms and rural areas has increased trenen-
dously in the last few years.

Senator MILLIKIN. What is your'percentage of proprietor-operated
farms and your percentage of tenant-operated farms?

Mr. CHILD. I do not know, sir. The percentage of labor force
engaged in agriculture is approximately 67 or 68 percent of the State's
totallabor force engaged in agriculture.

Senator MILLIKIN. May I ask if any one has anv statistics on
proprietor-operated farms and tenant-olerated farms in that part of
the country?

You might write us a letter and tell us what that is.
The CHAIRMAN. If you can get that information, Mr. Commissioner,

we would appreciate it.
(The information referred to is as follows:)

The latest figures I have been able to secure on this subject are taken from the
United States Census of Agriculture, 1945, published by the Department of
Commerce, Bureau of Census:
Mull owners ----------------------------------------------------- 26, 109
Part owners ---------------------------------------------------- 6, 785
Managers -------------------------------------------------------- 240

33, 134

Cash tenants ---------------------------------------------------- 1,845
Share-all tellants ----------------------------------------------- 276
Share tenants and croppers --------------------------------------- 4, 971
Other and unspecified tenants -------------------------------- 1,272

8, 3(14

Total all operators ----------------------------------------- 41, 498
Senator KERR. Which way is the tendency noNy, Mr. Child?
Mr. CHILD. The tendency now in the wheat-producing areas is

toward larger farms.
Senator KERR. But as to proprietor-operated farms and tenant-

operated farms?
Mr. CHILD. I do not know that, gir.
Senator KERR. In other words, you do not know whether the per-

centage of those being operated by owers is on the increase or decrease?
Mt. CHILD. The percentage of those being operated by owners in

the dairy areas is increasing. The percentage in the dry-farm areas,
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the wheat areas, of owner-opcrated farms, is decreasing. They are
becoming large and, frequently, company-operated farms.

Senator KERR. Are they not operated by the owner, whether it is a
company or an individual?

Mr. CHILD. Yes; but there are fewer farms because they are being
consolidated.

Senator KERR. The question was not addressed to the number of
farm units, but as to the character of their operation as between the
proprietor operation and the tenant operation.

,Mr. CHILD. Well I cannot give you the figures. I might be able
to find them for you and address them to the committee when I
return.

Senator MILLIKIN. What are your principal crops?
Mr. CHILD. The principal crops in the southern part of the State

are potatoes and beets and beans, with onions coining up pretty closely
behind, plus whole milk for manufacturing, and dairy products
Then there are two large wheat-producing areas.

Senator MILLIKIN. That is in the northern part of the State?
Mr. CHILD. One ii the north, sir, around Moscow, and the other

is in the upper Snake River Valley section, around Teton and Felt.
The CHAIRMAN. All right, Mr. Child.
Mr. CHILD. There is a growing awareness among farmers -
That the costs of old-age and survivors insurance benefits and

company-industry pension payments are charged against the cost of
production of the commodities they buy without accruing any direct
benefit to them;

That with the enactment of H. R. 6000 in its present form agricul-
tural employment will become the only major occupation remaining
in the country which will not offer retirement and survivor benefits,
thus offering future threats to their labor supply.

That they are vulnerable to the same hazards that cause dependency
among other groups and consequently will benefit from the basic
protection of retirement and survivor benefits; and

That the Nation is rapidly being confronted with a choice between
universal free pensions which must be financed from general tax
sources or a system of old-age and survivors insurance covering all
gainfully employed persons with benefits to retired workers or their
eligible survivors based on contributions from previous earnings.

Senator MILIKIN. Are you aware of the fact that under tihe ol-
age and survivors insurance system as it is now being run, considering
the trust-fund feature, the general taxpayer may be called upon to
pay the expense of the system in the end?

Mr. CHILD. Yes; I am au are of that, Senator. However, I should
like to point out that whatever additional costs devolve upon the
Federal Government to supplement the resources of the fund for the
payment of these benefits, t hose costs must of necessity still be much
less than the total cost would be under a free pension system.

Senator MILLIKIN. Illustrate that to me, please.
Mr. CHILD. For example, if the Nation resorts to the device of

free pensions, 100 cents out of each dollar of pension payment
will be paid out of general tax funds. If the Congress extends and
develops the use of the insurance system, so that the full-benefit
payment which the Government will, in effect, owe the covered em-
ployee upon retirement is 100 cents, and the fund only provides 75

ess0-50--pt. 2-5
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cents, then the obligation of Congress to appropriate the balance will
involve an appropriation of only 25 cents on the dollar instead of
the whole 100 cents on the dollar.

Senator MILLIKIN. If we spend the insurance premiums as we get
them for general-revenue purposes, which we have been doing since
the inception of the system, then the taxpayer ultimately will have
to pay the cost of the system, will he not? At least he will have to
repay the reserve part of the system?

Mr. CHILD. That is true, Senator, but, as I have always regarded
it, the tax which is levied to reimburse the fund-the tax purpose for
that could be considered the object for which the money was borrowed.
For example, if the fund accumulates $10 billion, and out of that
$10 billion 9 billions are spent on national defense, then at a future
time it is necessary to replace the 9 billions through tax revenues.
The object of the expenditure of those tax revenues is not the replace-
ment in the retirement fund, but the object is the national defense,
for which the 9 billion dollars originally was borrowed. I consider,
then, that in effect there is only one tax imposed for OASI in principle,
and that is the tax on earnings. If that money is loaned to another
object of governmental. expenditure, then the tax which is levied to
replace that loan is levied for the purpose of financing the object for
which the loan was made.

Senator MILLIKIN. Yes; but what happens to the insurance fund,
the object of which was to provide security along that line, and what
happens to the payments of the contributors to that system, which
were to go to provide security for the fund?

Let us assume that these funds are spent for a very worthy purpose.
Let us assume it. Let us assume they would have to be covered by
bonds if you were operating in a deficit, financing ,.ystem. But what
has that to do with keeping your funds that are contributed for
insurance, for insurance.

Mr. CHILD. Well, in effect, if I understand you correctly. I regard
it that they are being kept for insurance if either the funds or the
Federal credits representing those funds are intact in the retirement
fund.

Senator MILLIKIN. But they are not intact. They have been
spent.

Mr. CHILD. But the Federal credit is therein their stead.
Senator KERR. The bonds, you refer to?
Senator MILLIKIN. The Federal credit that you are talking about

is a debt. It is a liability. We do not set up a credit for the Feder.l
Government in the true sense of the word "credit" when we put out a
bond. We are setting up an indebtedness.

Mr. CHILD. A secured indebtedness, sill.
Senator LucAs. What is the difference if you borrow this $9,000,-

000,000 from this social-security fund to take care of a national-
defense program, or whether you borrow it for some other purpose?
I have never been able to follow the argument of the distinguished
Senator from Colorado. And I think the witness, here, has given a
very clear explanation of this whole situation.

I want to ccngratulato you, sir.
Senator MILLIKIN. I suggest, Senator, and to the witness, that it

depends on what you are putting the money in for. If you are putting
the money in for insurance, those Who conti lbute the money should not
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hav! to pay it again as taxpayers; nor shouhl they have to pay it
igaia as contributors. That is the difference.

Mr. CHILD. Senator, you have a thesis that involves an area of
economics that is over my head.

Senator MILLIKIN. Well, it may be over mine, too. I have been
trying to get some education.

Mr. CHILD. However, reducing it to a simple situation, we have an
individual who has been engaged in covered employment, u)on whose
earnings there has been imposed a 2-percent tax, borne jointly by
himself and his employer. He retires, and in order to keel) it, within
the 1 percent area, we will say that he retired last December 31.
Today le is receiving a benefit payment. Now that individual has
paid a tax on his earnings only once. Does that oversimplify it?

Senator MILLIKIN. Yes. Because you fail to look forward to the
time when he also has to pay again as a taxpilyer because tie money
that is supposed to assure some security for the security system has
been spent. And as to both of those costs you made a reference,
here, and a very wise one, to the burden of the consumer-both of
those costs are paid by him and others as consumers. The pay-roll
tax becomes a cost of production. And ultimately the tax that is
raised for replacing the money that has been spent out of the trust
fund also becomes a cost in one way or another, direct or invisible.

Mr. CHILD. IS that not, sir, a repetition of the entire system
of Federal financing?

Senator MILLIKIN. It is a repetition of payment for a certain
objective. The contributor is supposed to pay the cost of his insur-
ance. He pays. The money which is supposed to be set up as a
reserve fund is not in fact set up as a reserve fund. You do not in
fact set up an asset. You set up a liability, which must be paid again,
perhaps not directly by the contributor as such but by the contributor
as a taxpayer, along with all the other taxpayers.

Mr. CHILD. Senator, may I duck out on this question, which is
over my head, by simply saying that from the standpoint of my
particular area of interest and experience, that is, the security of
individuals, the insurance principle is intact. And whether or not
the method of custody, of stewardship, of the funds collected in the

rocess of an insurance system is one which is intact is a question which
as to rest with Mr. Fauri, for example.
Senator MILLIKIN. If he gets his insurance to that extent, the

insured's benefit is intact. That is true. That is entirely true. But
that still leaves the question as to who finally pays the bill in addition
to the contributor's contribution. And your farmers in Idaho, who
believe that this contribution system wifl carry itself and thus take
the burden off of taxation, might be very much interested in the fact
that this money which is being put in does not represent an asset in a
reserve fund as it does in a private insurance company, but represents
the building up of liabilities which he, as a taxpayer, is going to have to
pay in the future.

Mr. CHILD. Well, as I say, in the development of a national com-
pulsory contributory insurance system I would of course be con-
cerned about the security of the fund. I think the stewardship of the
fund should be very carefully designed.

Senator MILLIKIN. Let me put it to you this way: In an insurance
company, the insurance company takes the money that comes in, and
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it spends a certain amount for its expenses, but it also contributes a
certain amount of that to reserves, so that it can meet its obligations
as and when they mature. Right?

Mr. CHILD. Right.
Senator MILLIKEN. NoW, what does it have with which to meet

those obligations? It has bought Governinent bonds, State bonds,
real-estate mortgages. I see where insurance companies are engaging
in big slum-clearance projects and are the direct owners of income-
producing real estate, and so forth, and so on. Theoretically, it can
go out and sell that stuff for enough money to meet its obligations.
Right?

lIr. CHILD. Right..
Senator N-MILLIKIN. All right. It does not have to collect it again

from the policyholder or from anybody. It has collected it once from
the policyholder, and that provides the reserves which assure his
safety. Correct? Now, when it sells this stuff, it is selling assets.
And, as 1 said before, it does not have to go out and collect it again
from either the policyholder or the public in general. There is a
distinction.

The CHAIRMAN. Well, the situation is this, is it not; so far as the
fund is concerned, the Government bond is an asset.

Senator MILLIKIN. To the insurance company.
The CHAIRMAN. To the fund. So far as the Government is con-

cerned, that is, all of the people, it is a debt. It is a liability. That is
the whole case, it seems to me.

Senator KER. It would be just as much a debt if the bond were in
the hands of the private insurance company.

Tae CHAIRMAN. Exactly the same.
Senator KERn. Is not the bond just as much an asset to this insur-

ance agency as it would be to a private insurance agency?
The CHAIRMAN. Yes. I thought so. It of course becomes a liabil-

ity. And to the extent that the beneficiary of the insurance is himself
a taxpayer, why, of course, he has that obligation still resting on him.

Senator MILLIKIN. But the distinction, I suggest, becomes very
clear when you consider the case of a private insurance company.

,* The private insurance company has collected once. It has set up a
collectible asset in its reserves, which theoretically at least will pro-
duce where needed the amount of money which was invested in that
reserve. And it does not assess its stockholders again. It does not
assess the policyholder again. But under this system we set up what
is said to be an asset of the trust system, which has been paid for by
the contributors; but when recourse must be had to the reserve fund
it has to be paid for again by the taxpayer.

Mr. CHILD. But by another group of taxpayers.
Senator MILLIKIN. Including the contributor. That is the dif-

ference. And I suggest there is a very substantial difference between
the two things.

Mr. CHILD. There is a continuation of the tax-collecting process.
The taxpayers continue to pay taxes, sir. But the taxes which are
turrertly paid and which are going into the retirement of the bords
representing the original trust fund are not being paid-those pry-
meats are not duplicating the" original payments, but they are supple-
menting those original payments for additional costa of government.
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Senator ,MILLIKIN. Do you not see the distinction between the
operation of the private insurance company and the operation of this
system?

Mr. CHILD. Senator, I see the distinction you are making. I
think basically I see it differently. I do not agree with you, sir.

Senator MILLIKIN. All right. Supposing that today we wanted to
liquidate the insurance-trust reserves in this system. There is no
question in my mind but that they could be liquidated. But who
would pay for the liquidation? A new set of bonds would have to
be put out, or cash collected from the taxpayer would have to be used.
And it always comes to the same thing, does it not?

Mr. CHI L. Yes. But that already would have been done, Senator.
A new set of bonds would already have been issued to finance past
expenditures had the money not been available to borrow from
the fund.

Senator MILLIKIN. But not for insurance. You have collected that
money already. Now you are collecting it again. That is my
whole point.

Senator KERRt. Let me see if the witness and I understand this
.alike. I am convinced that he does not understand it the way
Senator Millikin does.

This insurance agency collects certain contributions from employers
and employees and receives them in cash. It takes that cash, as any
other insurance agency does, and buys bonds or indentures or evi-
dences of indebtedness, which are repayable in like amount. Now,
insofar as it is concerned, if it buys Government bonds, those bonds
are assets to that fund just like they would be to any private insurance
company, as you understand it?

Mr. CHILD. Yes, sir.
Senator KERR. When the time comes that that fund needs money

and owns bonds which are not yet due, it takes those bonds and sells
them in the open market, just like an insurance company would, as
you understand it?

Mr. CHILD. Yes.
Senator KERR. And thereby provides itself with such liquid funds

as it may need to meet its day-to-day or month-to-mnnth operations.
So far as it is concerned, it does not collect additional premiums from
its policyholders to provide them the benefits they have already paid
for, any more than an insurance company would.

Mr. CHILD. That certainly is my understanding.
Senator KERR. That is tle way I understand it.
Senator MILLIKIN. I understand that, too.
Senator KERR. As far as the Government is concerned, it has no

less or no greater obligation by reason of the fact that that bond is
owned by this insurance agency or by a private insurance company.
It owes the amount of the bond to whoever holds it, whether it is
another governmental agency or whether it is a private agency. Is
that the way you understand it?

Mr. CHILD. Yes, sir. May I add: I think the Government in
effect assumes two roles in this question. One is the role of an
insurance company. The other is the role of the Federal Govern-
ment financing its expenditures. I share the Senator's concern about
the national debt, and about the stewardship of the fund, but in one
role the Government is collecting funds and placing them in trust and
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'11e CU1AIRIMAN. More so than undertaking to keep accounts, to
keep records, and make set elements based on such records? You
think it. is easier?

Mr. 'tlll). Much Iortie so; yes, sir.
'l'ho CnIAItIm.N. Ati sitIpler?
Mr. (Clu,. Yes. Onte of the most compelling reasons, Mr. Chair-

n, for liy advocaev of the inullrance is that f(rin the tanti int
of atlinistration, it. canl be accomplished without. invading tit, feel-
ings of individuals, without, preslimili upol what they regard as
their privacy and their freedom. Ani insuratee system, which is a
money payment, reduced to as early al irreduciblo automnatic process
as is posible, reconciles itself with those feelings of privacy and free-
doa. 'The administration of a means-test program is lulmilhitinlg.

The iuseeurity that it produces, with continue changes ill amount, ill
limitations, tat is. in tfie State of Idaho, for exumnple, 12 years ag,
there, was ellacted a recovery provisioll, that, is, a provisions which
would provide for the recovery frnim the estates of a deceased recipient.
the amount Of assistauce he had beon paid. It wts repeald. It. wits
reenacted. It was declared inoperative. It was reactivated by
Supreme Court decision. And it affected very few cases, but, it, be-
canto a matter of major concerns with ItllV uople, because it. just
was not compatible with their sotnse of freedom atnd their sellse of
belonging.

T1het llAIRMAN. So yo enwoutld i a social-security system,
properly understood, ai beitig distinct. firein a relief system entirely?

Mr. CUILD. I see it. as t ieasture of prevention of dependency
rather than relief of dependency,

The IIAIRIMAN. And youl hlave ilreatly said you would favor uni-
versal coverage , ilhldilng the two major groups that are now left out
undor It. It. 6000, that is, the farmer amti the farin worker?

Mr. CBIuD. Yv., sir.
110e CHIAIRMAN. Alid thie I lireslime, by your staltemlelit., tlt. yolk

think that theo pressure for aid to anmy particular gmruip, or all groups,
will growv lessq and less. 1 presumeli youl 1Olv' oil the theolry thlat while,
ileood would 0o1tiulle to arise ill special grolips ii lny ktate, in% all
States, that would hecome more and moro the proper concern of the
Stato aid of the local comnuuity, rather tlal the Federal .overn-

Mr. CUImu. It, is part of my thesis, Mr. Chairman, that if tit great
imiass of dependey which is now being t related through old-ago assist-
alc anid public assmistale call 1e 10 assured of a hlillilltin basie seelrity
throltlgh t itsurmte gystelt, State welfare tlepartmlents will be lett
reltively free of the prepoiondormit nla of depeenthlety, relatively free
to conllerl itself with the special problems, tile liells that arise out, of
situations involving special cousidtrations md special tretttntulit.
And thus State fullts will le relievedi of the burden of I1ass depold-
oncy, and it will then bIeolne possible g givo special considerationl to
special neetls. For oexalnlle, the development of aldeqiate nledial
01r1 for people without llemes, which h1 been sadly leglectetd it) tho
State of Idaho, ant which is entirely possible if the insurallet' progratmns
develop to ineet a significant part of tlhe IIOailitellamuu Ilee t.

And then our selool systems ted to he extended, ill order to pro-
vine teaehii1g facilities fur honie-bouud children, with cerebral palsie
and rhoumatic heart, and so on. Many things that need to be done
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are being Igleeted, not because of the lack of reeo nition that. they
oxist, hut, because of the terrific load bleiug il 1 osel upon funds for
this exclusively luoney need which is so uIiiicl 'etter handled by an
insurance SyStVell.

'The (CHAIIIMAN. Let. the ask You: hla tit) olt do in iaho with
your children, your dependent Aiildren, so far ais their education and
training go? lbo they simply finid their hhace in the Aducational syq-
tent, a4 any other ch'"ild inl the community, aill other children inl the

Mr. C1ii.n1. Yes, sir.
,ilh, CII AIVIMAN. And they attend (te existing instit ut ions, what ever

they arev, in idaho11?
Mr. Cimii). Yes, sir.
The CHAI .MAN. Do you Ive any problem of delinquencve of

delinquent. children'? Is that i big problem with you in the t est.,
in your Stato of Idaho?

Mr. Cii1. Yes, Mr. Chairman, if I understand what, voul I1neali
correctly. 'Tlie problem of childrell getting into trouble exists every-
where there are children, and a large part of the probhem of children
Who get inito trouble is the fact tilt, thicy have bve1 raised in h1olmea
where thert, e hs not. bI security where there has not bee Itley
income. Aud money takes on asigiicance to a child who is raised
in in uderprivileged holue that. is all out of proportion to the other
values, such as honest and integrity, and so forth. And so the child r
steals or gets in trouble.

Yes; wo havo that problem, alld it is part. of my very serious concern
about getting i system of insurance which will provide security in a
fashion flimt. is accfeptablo to people, so that they will be free to give
their children the aftection and sense of security and the parent, rela-
tionship that, they imeed; thus-and I all entirely silere - thus re-
ducing the problem of dolinulency and freeing resources to treat with
that which remains.

Senator DwoRsI1AK. Mr. Child, w11en1 you 1"urge ilhisioll of farmers
and farm help in tIe security program for ohl-ago insur1"ale, are you
not. merely tryiuig to equalirze tile tinancial bulens uder that. system
as between the farm States and the industrial States? And in that,
regard, I recmnpha.isizo t-1 e final paragraph oln tho first, page of your
statement, and I quote thorefromx:

liased iupon ltirtii of the 'enste population estimates for .1iiy t48, tho
nuallu| Cost of old-age assi,,talt wer i1habitaut Iu tho farm .8tatei Is $19.03 and

les thaiu one-third as 1mtich, $5 it the indllstrial Siates-

which morely ieaslls that, in the indust-rial States, with the full
coverage, thero is a lesser direct. tinucial obligation tin the part of the
States to take care ot he elderiv needv eiti7.,ns than thero is in the
farm States, where tile farm workers are not included in the old-ago
inlsurance set-up. Is that. correct?

Mr. Cium). That. is entirely correct,, Senator. Yes, sir.
The (H1AIIMAN. Any further questions?
Seuator litt. I would like to ask if the farm organi.ations have

taken anv position with respect to including thIe farmers under the
social-security progral.

Mr, C,11iL1. Tlthe State grango in its annual meeting last, month ill
Idado Falls offered a resolution which, consistent. with thwir traditional
practice, was handed to the executive comiitteo for final action. Time
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State grange master is head of the executive committee and was in
Washington last month. The grange master told me that the execu-
tive committee would probably meet early in February and act on
that resolution. I do not want, to quote him as saving that he was
confident that it would pass, but his manner seemed( to indicate that
he was confident that the executive committee would bring the reso-lution out.

Now, the resolution-I had the privilege of reading it-is an
unqualified endorsement of the principle of inclusion of farmers and
farm laborers.

As I tried to point out before, sir; among the farm groups that I
have contacted there is genuine enthusiasm for agricultural coverage.

Senator BYRD. The secretary of the committee has handed me a
copy of a resolution adopted tor the Grange at Sacramento, Calif.,
November 16, 1949. It says:

Therefore be it Resolhed, (1) That we favor extension of coverage to fartit people
ott a trial bis working toward the perfect ion of a practical plani; (2) tlat coverage
be extended to farm people in tiese, States adopting appropriate legislation;
(3) that the executive committee be authorized to advocate the Grange stand
favoring general coverage.of farin people if it. is satisfied that the plait proposed
is workable.

So the Orange apparently has taken this action, on November 19
of last year.

The CHAIRMAN. Did you say that the Farm Bureau had given its
approval?

Mr. CHILD. No, sir; I haven't had any contact with the Farm
Bureau.

Senator KER.n. Another witness referred to the Farm Bureau.
The CHAIRIMAN. I believe so; yes.
Mr. CHILD. I would like to emphasize for the benefit of the com-

mittee that the focal point of farm resistance is in this matter of
reporting earnings and collecting taxes. They want the security,
and they know, farmers know, they are vulnerable to the same hazards
of life that got the best of other people. But they are skeptical about
the need for bookkeeping. And when they havobeen to and shown
the operation, the simplicity, of this proposed stamp plan, their
resistance disappears, and they become enthusiastic.

Senator BYRD. Does yore' plan provide for tile coverage of the self-
employed among the farmers? I mean, the small farmer that emPlloys
himself and his family, and so forth?

Mr. CHILD. Yes, sir. We recently made a stirvey of a large sample
of recipients of old-age assistance and classified them according to
their principal occupational background. And on the basis of that
sample, 40 percent of the recipients in our State of old-age assistance
are those whose primary and principal occupational background was
agriculture.

Senator KmuR. Employee, or employer?
Mr. CHILD. We didn't make the distinction. I would say it was

probably a combination.
Senator BYRD. You would consider the self-employed as an em-

ployee, so far as getting the benefits are concerned?
Mr. CHILD. Yes, sir. Now, in making this distinction between

tile employer and the employee; there is, with the exception of the
more prosperous farmers and the other extreme, a great shifting back
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and forth etweeni tile stalls of eln1pet' mtd entijloer. The big
corps of faittels are etploWer.s and eimplovets alterna ielv ditring

llrficuluan-I, tile eariy ears of t heir life, nnd ten later ill lift: they are
hot i, Ilo It e(1;lployr aid eniployee.

Senate i Iy Mil). And in the sante ealetlnr year?. r Ni-. Ye~s; Within tile Salle callendarl year.
Seititor lvitit. A lItIlnn woll work oil hiS own farm, and thetn

woUld go to N ork oil tihe cropjs of sotle one else?
Mr. ('ini. Thnt is right.
Senator ill). W\'old thalt present very great dilliculty in the way

of keeping accounts, ill tie case of a inai who was self-eiitployed for it
tilie atld ecailie fill employee for tie balatce of tie ti tle?

Mr. (nn). No major difficulties, if the sulip pla method and
tile incoitie-t ax-retuin taethod atre used. No tuajor diliculties that,

Senator ByRa. The Aierican Farn Bur(att Federation, ill their
1innu1il convettion at Chicago oil Decemiber 15, 1949, int their resolti-
tioln issuingt Iterefroni, seelit to endorse (lint. general principle. They
there adopt ed a tresolutiont saving that. farim labor stoihl 1aso be coy-
ered. Tile resolition States:

If the exteion is irovide'd by law to hihldoe self-e ilohyed otlinr tIhai farliers,
aid is 1 ro\c fedeilsih, and adiniiiist rat ively practih'il, lhen earatfill consideration
Should b givIen State ald colinty farii inireau li the question of the coverage
of faint operators oler the olt-age mtid survivors hiistirancl pr ;gramn.

So it seenis to ltfe, iis you Siy, liore i question of the administrative
operations of the progratn, the alhinistrative standpoilt. Is that
iot, correct?

Ii. Cit un.D. 'fnat is entirely correct in my experience, sir.
Senator Kii. You have discussed this suggested nlethod of opera-

titli With a nunm , ber of groups of farmers and \itl1i farln rolls?
Mr. Cliti). Yes, sit.
Senator KEtRit. And as I understood your statement, a.4 they Ilider-

stand the proposal that, hits been niade, they have received it with
interest and universal enthlsisni.

Mr. CIIlLD. Sir, when I addressed the State grange convention,
according to the newspiier there were 800 farners and their wives
there. f was allied at the respotso thil, I received. I got the
loudest and the niost sustained round of apilause that I hiave ever
received following a public appearance. Alid my reiarks were col-
fined solely and exclusively to the subject of old-age and survivors
insurance tor fariners and tihe illustration of what it hniplied in terms
of their labor supply, in terms of their individual security, in terns
of tleir tax burden to finance pltluch assi-talnce. The response was
ialillizitg.

Senator Miya0KIN. Was the response duplicated in privite conver-
sations with them? I neall, I used to applaud Williaim Jennings
Bryan, but I did not agree with him. [Laugliter.]

Mr. CiilD. 1 don't think tho comparison is valid, because I am
not al orator, sir.

Senator M hLIKIN. You are pretty pel'StaiSive.
Mr. CHILD. I was met at the door by a gentleman who introduced

himself as chairman of a committee. 'I never quite got the lfalle of
tie committee. And lie asked if I would meet with his conunitteo
that afternoon. I made the appointment, and I went over to the
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Rogers Hotel at 2 o'clock, and at that time it was crowded, and it
took me 10 minutes to get through the lobby. I just finished talking
to one farmer, when another one would stop. And they all registered
the same enthusiasm. Now, I don't want to misrepresent that. It
was an enthusiasm that they wanted more information about it.
And since that time both Mr. Mellinger, who is local manager of the
old-age and survivors insurance field office in Boise, and myself, have
received numerous inquiries for material which local grange and
other local farm groups could use for study material.

The CHAIRMAN. We thank you very, very much, Mr. Child, for
your appearance here.

Mr.C CHLD. Thank you, Mr. Chairman.
The CHAIRMAN. Mr. J. 0. McMahan, commissioner of public

welfare, State of Tennessee, will be the next witness.

STATEMENT OF J. 0. MeMAHAN, COMMISSIONER, TENNESSEE
STATE DEPARTMENT OF PUBLIC WELFARE

'Mr. 1%fcMAnAN. Mr. Chairman and members of this committee,
for the record, my name is J. 0. McMahan. I have been with the
Tennessee Department of Public Welfare since 1937. I have been
conimisioner of welfare since January 17, 1949.

With your permission I should like to file my statement and discuss
briefly the major points that I have brought out in that statement.

The CHAIRMAN. You may do so, Mr. McMahan. The whole
statement will be of record, and you may supplement it in any way
that you wish.

(The prepared statement of Mr. McMaban is as follows:)

STATEMENT OF J. 0. MCMAHAN, COMMISSIONER, TENNESSEE STATE
DEPARTMENT OF PUBLIC WELFARE

I have been with the Tennessee Department of Public Welfare since 1937.
At that time we began the administration of the three categories of public assist-
ance, old-age assistance, aid to dependent children, and aid to the blind and child
welfare services which, as you know, are provisions of the Social Security Act.
House bill 6000 I believe will greatly strengthen the present Social Security Act.
It contains many provisions which are of vital interest and importance to my
State. I greatly appreciate this opportunity to talk with you about this bill and
to point out some of the provisions that are particularly important to my State
And which I believe can strengthen our welfare programs by being changed.

First, I would like to discuss the proposal which relates to old-age and survivors
insurance. Although my department is in no way concerned with the adminis-
tration of this program, it affects not only public assistance but also the entire
economy of my State. I strongly endorse the provision that extends OASI
coverage to an estimated 11,000,000 persons and increases the benefit level. In
addition, I urge further extension, and that is the coverage of agricultural workers.
There is unanimous consent that social insurance is to be preferred to assistance
in providing income security for the aged who can no longer work and for families
whose breadwinner dies or becomes unable to work. Net in my State the ma-
jority of the people in these two groups who are dependent are receiving public
assistance rather than insurance payments.
. In 1937 when thepublic-assistance program began in Tennessee it was antici-

pated that within a short period of time the trend would be downward for assist-
ance and upward for insurance payments. 1 This has not proved true. In 1939
there were approximately 21,000 persons receiving old-age assistance payments.
At the conclusion of 1949 there were approximately 62,000 people on the old-age
assistance rolls with a monthly expenditure of $2,000,000.

With the aid to dependent children program the story Is the same. The 9,000
families receiving these grants In 1939 have increased to 22,000 In 1949, with a
monthly expenditure of something over $1,000,000.
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With the aid to dependent children program the story is the same. The 9,000
families receiving these grants in 1939 have increased to 22,000 in 1949, with a
monthly expenditure of something over $1,000,000.

Compared with these figures the number who are receiving old-age and survivors
Insurance payments is rather small. The last figures I have available indicate
that, approximately 18,000 OASI payments are being made to elderly people in
Tennessee, while approximately 3,000 widows with young children are receiving
payments.

If the insurance way is the intelligent, the more constructive, the preferable
method of approaching the problem of economic security then something is out of
kilter in Tennessee and it is not difficult to determine the trouble. Tennessee
is predominately a rural State. This means that, approximately one-third of the
estimated 1,200,000 workers in Tennessee are agricultural workers. These
400,000 workers have no OASI coverage. Employment in agriculture, on the
whole, pays comparatively small wages, consequently, when workers in this field
retire in the majority of instances they have had little or no opportunity to accunu-
late enough to provide themselves during their working years with income security
in old age or during long periods of disability. Consequent lv, they are dependent,
It can readily be seen, therefore, what the coverage by OASI would mean to this
group of people in our State. It is obvious that if OASI is to provide income
security its benefit level must be raised.

And now, I would like to discuss the provision relating to public assistance.
The proposal for the fourth category, that is assistance to the totally and per-
manently disabled which will greatly strengthen the public-assistance program.
At the present time on a State-wide basis Tennessee has only three categories of
assistance, OAA, ADC, and All. Those in need who do not qualify for one of
these programs must depend on whatever is available in their local communities.
The local communities find it impossible to provide adequate assistance to this
group. Our recent reports show that only about two-thirds of our counties have
programs of general assistance outside of almshouse care and the average grant
per month is $6.10. This pitiful sum alone emphasizes the inadequacy of the
provisions for approximately 2,000 known needy individuals in the State who
are not fortunate enough to come within one of the above-mentioned categories.
Federal funds will enable the extension of assistance much more adequately to
this group of people.

The next proposal I would like to mention is the one which increases the pro-
portion of assistance payments contributed by the Federal Government. I am
in favor of any proposal that increases the amount of Federal funds which Tennes-
see receives.
When I state that I am Interested in any formula that increases the amount

of Federal money that Tennessee would receive I do not feel that I am putting
the State in the light of a supplicant who is out. to get all she can without being
willing to do for herself to the extent of her capacity. To substantiate this I
would like to give you some facts and figures about Tennessee. A recent Ten-
nessee taxpayers' association publication gives the information that for 1948 the
total tax receipts in Tennessee amounted to $490,920,133, and of this amount
$359,088,286 was Federal revenue collections. Of this amount the Federal Gov-
ernment returned to Tennessee $38,181,453 in grants-in-aid of various programs.
The remainder of $131,831,847 constituted the State's total revenue. Of this
amount approximately 13.5 percent was spent for public assistance. It is inter-
esting to compare this with New York State, which spends seven-tenths of 1
percent of its total revenue for public assistance and In so doing has an outstanding
and adequate assistance program. Tennessee's public assistance expenditures
amount to $6.88 per inhabitant which is as high and even higher than many of
the wealthier States, for instance Connecticut spends $5.71 per inhabitant.
Tennessee's per capita income is $916 which is several hundred dollars lower
than the national per capita income. The per capita income In our counties
ranges from a high of $1,966 to a low of $180. The cost to the State of the three
categories of asslstanct has increased 97.3 percent In the past 10 years. This
means that the State has had to increase Its revenue. I believe that Tennessee
has faced squarely and realistically its responsibility.

All possible sources of revenue have been explored; additional taxes have been
imposed, among which is a State sales tax. A tax on earned income is prohibited
by the state constitution, however, we do have a tax on unearned Income. Even,
however, with these effortsthat have been made more adequately to provide for
the needy of our State our public assistance payments remain inadequate. Con-
sequently, we do look to the Federal Government for further assistance in financing
our assistance programs. Under the present matching formula, Tennessee. would!
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receive approximately $4,000,000 per vear more tltm it is receiving at present.
To tell what It will mean in terms ot tih idividmal recipient I wNould like to
explain briefly the method by which we determiuto w hen a person is in need of
as'sistanco andi how 1mu1h he Is to receive.

We have adopted the nliniiilnt subsistence standard of living as the standard
by which assistance will he administered. This standard is defined in terms of
cO)nsulmption items which Include food, shelter, ful, clothing, utilities, household
operations, medical care and personal Incidentals. I do not believe that anyone
would question these items as being essential requirements, however, there might.
he a difference of opinion that these item,; constitute all of the essential reqtire-
mnets. For instance, a question nuy be raised as to whether or not, burial
Insurance or an allowance for recreation should be included. At. any rate, we
have accepted only the items I have neltioned.

The standard is ftirther defined by establishing cost figures for these items.
These figures are obtained by establishing the quality and quantity that are
necessarv for the various retlmrements id theni aiplvingtila average cost price
that has been obtained by pricing the particular items through the State. Even
though ou1r standard is defined in somewhat restricted terms, the Ntds available
for assistance do inot. permit iis to ieet these requitiremteints entirely. Therefore
wve leave oit whatever items we cannot pay for. At the present time when a
person applies for old-age assist auce or aid to dependent children in our State we
comipute what It will cost to provide food, shelter, fuel, elothillg, 11nd personal
Incidentals. If lie has nough Income to pro,: to himself with these requirements
lie is not. eligible. If he does not have enough income for this, then %lint he hasl
Is supplemented by asistance upt) to the iailtiu1 pay'menlt.

The promsomit average OAA grant is $30.70, the average A.DC grant is $-IS per
family. In many instances the maxinim Inviosed by statute prevents adequacy.
The proposal, their fore, to increase Federal mateilng will mean that atothier
item of nced can b added to our grants nt the proposal to Inclhde an allowance
for the parent In ADC will men that this program can he much more adequate.
It Is obvious that $2? cannot provide even a siusistence security for a mother and
one child let aloote a other, a disabled lather, and oue ehild 4nd yet this Is tile
maximumn tha. co e matched through Federal fod.si at this time for a group of
hrro.
A proposal thtit I believe is not it keepluig with the philosophy auui the purpose

of assistance is t hat which exemiupts $50 of income it% %he aid-to-the-blhnd program
when the vocational rehabilitatioi service for the blind recomnnetds such exemp-
tions. As I understand It tile purpose of assistance is to slupplemelt what people
have nnd are ablo to do tor theniselves lin vider to insure at least it mnihilnum
slbsistence. fit otur doncratio society we lielie, that no person sho l be
allowed to fall 'ogow thh standard of i1niunim subsistence, therefore, when an
Individual throtigh his owa efforts Is not Able to provide himself with tius standard
we make provisions to sutpplement what lie has. On the other hand we believe
that asstamuce should iot do for any person wlat lie can do for himself. As long
as a program Is to be as..stance, It sees to me e mentlal that we take into consider-
ation the extent to which people are able to provld9 for themselves and then
supplement with assistance adequately to provide a subsistece level. If the
amount of assistance Is adequate to insure a deent standard then I see no reason
for exempting any Ineome. To include this amendment really mcans that we
am tying tile rehabilitation program for the blind to the publicass-istanco program.
It seems to me that It would be better to amend the rehabilitation program so
that grants without consideration of income less than $50 per month can be made
by tie rehabilitation agency.

Aot her provision that I am interested in is that which requires an examination
for aid to the Hind applicants by a physician skilled In the diseases of the eve
or by an optometrist In order to determine blindness. I am foposed to tile in.
eluslon of the optometrist. As I understand it, thue optometrist Is licensed to
measure vision only. I can understand that such a niosuro could establish the
degree of blindness; however, it wouhl not give us any information as to tle Catse
of lack of vision or to any pathology of the eye. It Is inoxeusable to administer
an aid to the blind program without emplinsas on prevention of blindness. Con-
sequently, tile reports from the examining physician provide an Invaluable source
of material on which a prevention of blindne.4s program is carried out.

All of thue reports from ophthalmologists oil applicants for aid to the tblimd are
reviewed in our office and when reomninoedations are made for inedical care or
surgery ii order to Improve vision or to retard further los of vision this medical
.care Is provided through the sight conservation program. If we had only the
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optometrist's report it. would mean that \re would again have to pay for an exam-
|ilation by a phsiciat in order to detertlinte whether or not vision couli be i-
proved or ftrllhr loss of vision retarded.

A last proposal that I would like to enlorse is that which increases ti funds.
for child welfare services. Mitch it(hat I hm'v lpr Viously told you about Tennesse
emphnasires why this increase is so important to our State. Tennessee has 37
liercent of its population tnder IS years of age. It is intcvsting to conpare this
a ith 24, percent of New York's population being under I1S and yet. New York's
ier capita income is nhuost double that of 'villessee, w\.ith it greater percenttage

of young pwolilp and it lower econoinic scale t han most States; 'ilenlsee Iteeds
the extra mulli s.

In conclusion I would like to rpeat that I ste in House bill 6000 at important
milestone in the history of social security for the citizens of the United States
comparable only to the milestont of I!35 when the Social Sctirity Act itself was
passed. Again'l say, I appreciate this opportunity that you have provided for
tue to discuss with ou this bill.

Mr. McAn..\ .I should like to emphasize some of the statements
that. have already t, en made here as to the importance of increasing
the cove ra-e of OASl amid increasing the benefits under )ASI or
ol-tige anTsurvivors insurance.

'Iennuess, e i-A pretdomin~anly anl agricultural State, although it is
comingg r~oniewhat. industrialized since the advent of rVA, and we

have a largt' farmn population wich it not, covered under old-aige and
survivors iimran'e. We believe that it is advisahle to cover ti
self-emlloved and farm workers.

Senator Kmut. Will you say that again?
Mr. McM.ku..,,. We beli o that it. is advisable to include farm

workers and self-employed people under the provisions of old-ago
and snVivors hisurance.

Senator N [fttL.tI . All self-employed of all categories?
Mr. MC'MA1I.N. Yes., sir. And 'e believe also that the stamp

p)litit is ,probalv tho most. feasible method of admiistering that.,
althoughh I would not be qualified as to that.

Senator 1ynn. What is your definition of a self-emplo ed person?
For instance, a good many- people have a garden patch and work in
that and raise food which they consume themselves.

Mr. MCM AIIAN. Any person whose major source of income is work
which he does as the over or the operator.

Senator Ilyan. In other words, he would have to sell things?
Mr. NICMNAA,. Yes, sir.
Senator Byrt. lie would have to get in revenue, cash revenue?
Mr. IMCNIAITAN. Yes, sir.
Senator BYRD, And it. would not be a question of consuming it

himself?
Mr. MCMAIAN. That is right..
Senator Kmut. Do you have an opinion as to whether or not the

farm population themselves want. to be under this program?
Mr. MCNIAHM4. No, sir; I am not. prepared to answer that. question,

although from those with whom I have talked there is almost uian-
mous desire. But I will have to say that. I have not canvassed the
State, nor do I have any accurate source of information as to the
desire of the farm group.

.Senator Mniart. Would you approve compelling any self-em-
ployed group to come under tie system if it were indicated that they
did not want to come under it.? F or example, I am thinking about
lawyers and doctors and engineers and architects.
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Mr. MCMAIIAN. Yes, sir. For example, the teachers of the State
of Tennessee have asked that, they not be included; and I certainly
would not advocate including a group which did not want to be in-
cluded.

The CHAIRMAN. That is because they have a retirement system,
I assume?

Mr. MCMAUAN. Tennessee has a teachers' retirement system which
we believe is fairly good; and the teachers have expressed a desire to
remain under that. system.

Senator MILLIKIN. I doubt whether you could cla.ify a teacher as
self-employed. They do not have the proprietor aspect in their
activities. They are employees. The teachers and the firemen and
others in my State seem to be opposed to inclusion, as employees.
They have their own system.

Senator BYRD. I just wanted to ask a question about the self-
employed. Your definition of it is that he must receive a major part
of his income from that work, whereby he is designated as a self-
employer. Is that true?

Mr. MCMAHAN. Yes, sir.
Senator BYRD. Well, now, suppose a self-employer would do a

majority of his work outside, working on other farms. Would hie then
got credit for the part that lie worked on his own farm?

Mr. MCMAIIAN. I believe the system should, if it is at all feasible,
take in both.

Senator BYRD. When it comes to the cash part of it, I know up in
my country frequently lie will be working on other farms, and a farmer
might thereby get more cash than he akes with the produce of his
own farm.

Mr. McMAIAN. Yes, sir; that is true.
Senator BYRD. How would you handle that?
Mr. NI[CMIA:4N. It is an adminiistrative detail, Senator.
Senator BYRD. It is a detail, but it is an extremely important detail.
Mr. MCMAIATI. It is one that is hard to answer.
Senator Bynt. We may favor the general principle, and I think all

of us do, but it has got to be worked out, and it is o110 of the most
difficult things that I have come in contact with, as to how to work out
not only the question of the employee and these transient workers,
but of tile self-employed. Because so many farmers work on their
own farms part of the time. A good many of them mine coal up in my
country. They work on the farm 3 days a week, and they will work
under Mr. Lewis 3 days a week. What wotdh you do abut. that?

Mr. MCMAIAN. I think that lie should pa "the tax on that. income,
that cash income, which lie derives from his own self-employment;
and, of course, that lie should receive credit.

Senator BYRD. You are not sticking to your definition of a self-
employer. You said that he had to get his major income from his
work as a self-employer. Now, that may not be the case in a lot of
these instances; I mean, as to his major income....

Mr. MMnAIIAN. In 'remessee, a great, many of the smaller farmers
do derive a great proportion of their income from employment on the
neighboring farms, or, in the slack season, in the wintertime, from
other employment.

Senator BYRD. You would have to change your definition, then,
from what you just stated.
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Mr. MCMAIIAN. I would think that if their major portion came
from that, they would be employees; that is, their major portion of
income.

Senator lvit). Then they would be excluded, as self-eznployers, in
those cases.

Mr. MCM AAN. I would advocate that tile seif-eiploynment and
the employer basis both be counted. Now, I don't know how that
would be done, Senator.

Senator Beno. That is the point.. Then your first definition is not
what. you really intended to say? That they must. get. their major
compensation froi self-employment? Otherwise they could not. be
classified as a self-employer.

Mr. .NICMAHAN. I might. have to make that distinction.
The CHAIRMAN. Mr. McMahan might lave contemplated that he

would get. the major part, of it. during a portion of the year from his
business, so to speak, and might receive the major part of his compen-
sation during another part of the year from a wage or from the doing
of something that, could be translated into wage3.

Senator ByRD. I thought it was calendar years that we figured the
compensation upon.

Mr. MCMAHAN. Of course, during the springtime when they are
actively putting in their crops and cultivating them, some of the
farmers in Tennessee put all of their time on their own farms. As soon
as the crops are laid by, as they express it, they then go out. and hunt
work, either with other farmers or with building trades or anything
that is available.

The CHnAIRMAN. Mr. Cohen. would you mind helping us just a
little, here? You are familiar with the stamp plan, are you not?

Mr. COHEN. Yes; Senator.
'The CHAIRMAN. As applied to farmers aqnd farm workers?
Mr. CopNx. Yes.
The CHAIRMAN. Well, what. about the situation that. Senator Byrd

has presented, where tile farmer is a parttinie self-employed man and
part-time lie is an employee?

Mr. CoHEN. Under the terms of the bill, you look at that, person in
his two different capacities. As an employee his contributions are
deducted as lie earns his wages. h'lhat goes on week for week, month
for month, during the calendar year.

Senator Ktuuu. Or day by day?
Mr. CoHEN. Or day by ilav,'as the case would bt,. At. the end of

the calendar year, as %enator )vyrd has indicated, lie would then ma'.k
a report in connection with his income tax, on the amount of his self-
employment income on his fearing activity. Arid if that was in
excess of $400 per year, then lie would pay a premium on that addi-
tional amount. Sq that lie would only bo taxed, in the second case.,
on that amount of income directly attributable to his self-employment
activity. I

In the first, case, therefore, as a farm hand, his contribution would be
collected perilically through the insertion of the stamp in the stamp
hook and at. the enid of the year as a farmer he would pay an addi-
tiona amount in connection with his income tax.

Senator ByRD. Then it would not be necessary for the major part
of his income to conie froin bis self-employment,, in order to receive
tle benefits?

l0s0350---Pt. .-X----t
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Mr. COHEN. No, sir; I think tile test would have to be separate.
The test, as a farmer, would have to be the amount of his onic
received during the calendar year from farming. And $400 or $500,
whatever the amount is that would be determined,would be the test.
So they would be completely separate in that test.

Senator MILLIKIN. Why'do you not apply the stain) plan to the
employer? A farmer might be a very diligent farmer and yet, be wiped
out by hail or by insects or any of the multitudinous things that could
jeopardize a farming operation. Why should he be deprived of
protection during a bad year, assuming that he could get enough money
together to put on his own -tamps as a proprietor?

MIr. COHEN. Well, that is. a question separate from the question of
the record keeping that yo' mentioned, Senator.

Senator MILLIKIN. You have been talking, here, about. the ad-
vantages of getting away from record keeping which the farmer does
not like. It seems to me that you are projecting him into a new
series of records to be kept.

Mr. COHEN. Well, the only record-
Senator MIILLIKIN. And you are relating it to the amount of his

income from the farm when he might have a very bad income due to
factors that are beyond his control.

Mr. COHEN. I see. Your question covers the case in which he did
not have a net income.

Senator MILLIKIN. Suppose lie were diligent on his farm trying to
produce a crop, but supposing that he was wiped out by hail or
something. Nhat then? Shall we say this man has'no protection
during that year as a proprietor?

Mr. COHEN4. Well, that is a very difficult question. and lie would not.
necessarily, under the bill, not. have any protection that year, if he had
been in the system for several years. lie doesn't, lose'his protection
immediately by failure to pay in a given year. But, of course, if that
did occur for 5 or 6 years, as it did between 1929 and 1933 or 1934, you
are correct. He could lose his protection.

Senator KERR. The sum total of his protection would be added to
each year, to the extent that he was engaged as an employee.

Mr. COHEN. That is correct, Senator. And, as I say, he would not.
lose his protection immediately by failure to pay in for 1 year. Ilis
benefit might be a little bit smaller by the failure to have contributed
during that particular year.

The CHAIRMAN. Thank you very much, Mr. Cohen.
Mr. McMahan, is there something else you wish to say?
Mr. MCMAHAN. Yes, sir. As I said, we would like to see the cover-

age and the payments, the adequacy of the payments, increased, so
that the public-assistance load will go (town. We hope eventually
there will be very little public assistance and there will be only residual
care necessary, such as for those who are totally and permanently
disabled and for that fluctuating load that we must carry due to sick-
ness, injury, disease, and so on. We believe there will always be the
necessity of a general relief program to supplement insurance in such
periods of sickness or injury, or even dopressions- but that eventually
tile insurances should carry tile major load so that finally there will
only he that group of unemployables who are totally and permanently
disabled andthose who are in need of temporary care.

Actually, we feel that the contributions to the Federal Government
from the State of Tennessee are much higher than the benefits which
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we receive iii the way of grants in aid. For example, the total tax load
of Tennessee is around $491,000,000. Of that amount, $359,000,000
goes to the Federal Government, leaving approximately $132,000,000
or the State operation.

Senator Byiu. That does not include the local and city taxes, does
it?

Mr. Mc'MA IA.N. No, sir. Of that, we receive back about
$38,000,000 in grants in aid. Of course, that does not include all the
other services which we receive from the Federal Government. S., we
feel that actually our payments to the Federal Government should
go down, or else our returns should increase. That was putting it just
very bluntly. We are paving in much more than w e receive. And
aceordinglv'we feel that the Frants to the aged, or rather all grants for
public assistance, should be increased, and that the matching formula
should be revised, as outlined in II. It. 6000.

1 especially want to emphasize the desirability of a fourth category
for the totally and permanently disabled. We 'have more than 2,000
known eases in Tennessee, people who, most of them, have never been
employable, who face a life of abject poverty, and who are not eligible
for any type of assistance at the present time. Local communities are
forced to take care of then and are contributing about $6.10 peri month
for the care of these people. That, of course, is entirely inadequate.

Senator BYRD. Are they in the homes; or in some institutions?
Mr. Mc,IAIIAN. In the homes and also in our alnshouses. We

have about 77 alnshouses remaining in the State. Our Governor is
a very socially minded man, and he is advocating homes for the aged.
That is, lie his made some public comments on that, subject.

Senator BYRD. How many inmates are there in the 77 poorhouses?
Mr. MCMAIIAN. Around 2,700 at the last count, that I had, sir.
Senator BYRD. rhey are the old people, chielly?
Mr. MCM.,HAN. Most of them are aged and feeble-micndd.
Senator BYRD. You have asylums for feeble-minded, too, do you

not.? Other institutions?
Mr. McM.AII:\N. Yes. We have the institutions for the insane and

for the feeble-minded. But those institutions are so crowded that a
great many of the feeble-minded people who are not dangerous-that
is, a good many-are not able to be put in those institutions, simply
because of lack of space.

The CH.miMAN. Anything further?
Mr. MCMAIIAN. Yes, sir. I would like to add a word for the

inclusion of the child-welfare program. The program for the aged
and the blind is a residual program- care of residuals, and this program m
for children is something that is looking to the future. And we believe
in prevention rather than allowing our children to grow up without
care and eventually becoming charges on the State. By enmarging
and increasing our child-welfare programs we can prevent much of the
care that will have to be given later. We respectfully recommend that
that provision of 11. R. 6000 be recommended to the Senate.

There is one provision in this bill relating to the blind; that is, that
the blind people may be exempted up to $50 in earnings, provided that
the rehabilitation agency recommends that that exemption will aid
them and spur them on toward becoming self-sustaining. I believe
that that provision is not in keeping with the idea of public assistance.
In other words, assistance itself is to maintain people at a standard
compatible with decency and health, and below which the State and
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the Government will not permit any individual to fall. Blindness
itself is pathetic, and, as someone has said one blind man can got
more publicity than a dozen crippled men. but the fact remains that
assistance is based on something to prevent people falling below a
subsistence level. Now, to grant that particular exception to the
blind would open up a loophole for others and we would eventually get.
into a pension idea rather than assistance.

I believe if it is necessary to do something like that, then the pay-
ments should come from the rehabilitation agency rather than from
public assistance. In other words, change that and provide that in
rehabilitation cases the rehabilitation agency siall be authorized to
make such payments as necessary, and then allow them to continue
with their earnings.

I believe, Senator, that that is all I have to say, since you have the
statement filed with you.

The CHAIRMAN. Yes. Your statement will go in the record in its
entirety.

If there are no further questions, Mr. McMahan, that will be all..
We thank you for your appearance here.

The committee will recess, then, until 2:30 this afternoon, at which
time we will hear the other witnesses scheduled.
. (Whereupon, at 12:05 p. in., a recess was taken until 2:30 p. m.,.
this same day.) .

AFTERNOON SESSION

(The committee reconvened at 2:30 p. in., upon the expiration of
the recess.)

The CHAIRMAN. The committee will come to order.
I believe the first witness this afternoon is Mr. Lawrence E. Higgins,.

commissioner of public welfare, State of Louisiana.

STATEMENT OF LAWRENCE E. HIOGINS, COMMISSIONER OF
PUBLIC WELFARE, STATE OF LOUISIANA

Mr. Hiors. Mr. Chairman, I have a short prepared statement
that I would like to read and then supplement with an oral statement.

The CHAIRMAN. All right, Mr. Higgins. Will you please identify
yourself for the record?

Mr. HIGGINS. I am Lawrence E. Higgins, commissioner of public
welfare for the State of Louisiana.

For the record, I would like to say that I have been employed in the
department of public welfare since March of 1937. 1 began as a
welfare visitor in the city of New Orleans and was subsequently
promoted to assistant to the commissioner in 1942. I served in that
position until July of 1948 when the commissioner, Mr. W. S. Terry,
Jr., died. I took over at that time and have been serving as commis--
sioner since.

I appear before the committee as commissioner of public welfare
for the State of Louisiana. The viewpoints I express represent those
of our Governor as well as the Louisiaha State Welfare Board, hun-
dreds of citizens, welfare officials and workers, all of whom are vitally
interested in the development ot the Federal social security plan,
particularly as it affects the State of Louisiana.

The public welfare program in our State has been greatly expanded
since its inception in 1930. At that time, State appropriations.

/ I
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amounted to approximately $6,000,000. Today, the Department is
administering a program in which the State is spending approximately
$45,000,000 per year.

Senator M ILLIKIN. What is your population, Mr. Higgins?
Mr. HIGGINS. About 2,600,000.
While all categories of assistance have been expanded, the greatest

increase has been in old age assistance, where we are presently spend-
ing a total of $5,700,000 per month; that is, both State and Federal
funds. Assistance is given to approximately 121,000 persons in the
old-age category, and the average grant is approximately $47 per
month.

Senator MILLIKIN. And how many people over 65 have you in the
State?

Mr. hIGGINS. We have approximately 146,000.
Senator MILLIKIN. And you have given assistance to how many?
Mr. HIGGINs. 121,000, roughly about 80 percent of our estimated

number over 05.
On the other hand, according to figures secured from the Federal

Security Administration for Juno 1949, there were only 15,687 aged
beneficiaries receiving old-age and survivors insurance in Louisiana,
with an average payment of approximately $19 per month.

It is indeed a sad commentary on the existing old-ago and survivors
insurance program that such a relatively few individuals in Louisiana
receive insurance payments and that more than half of these bene-
ficiaries have to depend upon public assistance to supplement the
meager payment that is being made.

I believe that the situation that exists in our State clearly shows that
a more adequate system of insurance coverage is needed. Certainly,
it clearly demonstrates that broader coverage to bring in more people
under the insurance plan is necessary.

Because of the very low old-ago and survivors insurance benefits
that are being received by Louisiana, the welfare department has to
supplement the payment to about eight or nine thousand persons;
that is, out of the 15,000 that are getting old-age and survivors
insurance we have to supplement those payments to about 9,000
people. i am sure that if Congress had extended coverage and in-
creased benefits under the insurance plan years ago, we in Louisiana
would not today be faced with the tremendous financial burden of our
present assistance program, paid for through direct taxation.

We firmly believe that an adequate insurance program with ade-
quate benefit payments is one of the major factors in solving the
problems of the aged in this country today. Certainly it is true that
unless adequate payments are made under the insurance program, the
States, particularly the poorer States, will be forced to continue
expanding their assistance programs in order to provide anything
approaching security for their needy people.

Fortunately, in Louisiana, our people have seen fit to tax them-
selves heavily in order to face and to try to solve this very real problem
of adequate assistance to the needy aged. We have gone as far as
we possibly can in this respect, and we believe that the real solution
is more extensive coverage and more adequate benefit payments under
the insurance program, rather than continued dependence upon the
assistance programs to take care of our aged population.

Senator MILLIKIN. Will you tell me, please, what is your average
per capita income?
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the war, when labor was very tight many of these people were able to
work part time. Some of them (fid earn sufficient. But now that
things are not quite as good in an economic sense, many of these people
are being released and theres no place for them to go. They are
physically disabled. We have in our case load in that category al)out
45 percent of those people tirot are people suffering with very serious
heart conditions. There is about 15 percent who are epileptics and
have various mental disorders, the feeble-minded, and that type of
case.

To our mind, that is one of the most deserving groups of people who
need assistance in this country today, especially when you consider
that they are in need. There is nobody who will take care of their
needs. )'lhey must turn to the State. And in our State, as I say,
we have ma(e a very tremendous effort in trying to give assistance to
those people. We are presently spending over a million dollars a
month, entirely State funds.

In that connection, I would like to say that there is a very distorted
notion, I think, that Louisiana has confined its welfare program to a
very large extent to increasing the ol-ago assistance program. While
it is true we have greatly expanded our old-age assistance program,
we have also Freatly expanded all of the other categories which we
administer. Fer example, as to this "others assistance" category
that I am talking about, prior to 1048 we servicedl only 0,000 people.
Today we are helping 31,000. Our average grant was about $18;
today the average grant in that category is $40. Again, it if; all out
of State funds. In our aid to dependent children category we were
taking care of approximately 25,000 children- today we are taking
care of approximately 77 000 children. In ohl age, we had approxi-
mately 58,000 prior to July of 1948; today we have 121,000.

Senator MILLIKIN. Do your counties and cities have independent
taxing powers?

Mr. IGGINs. Yes, sir.
Tihm CHAIJRMAN. Did you state the amount that was being paid,

the average amount, to old-age assistance recipients.
Mr. IhOINS. It is about $47, Senator; $47 per month.
Senator MILLIKIN. Including the Federal?
Mr. HIGoINs. Yes, sir.
In that connection, that is, in connection with ol age, I would

like to get something into the record. There has been a great deal
of comment about the high recipient rate in our State. And we
must admit it is high. It is the highest in the country. It is about80 p~ercent.Senator KERR. The highest what?

Mr. hoGINs. Recipient rate in ol age. It is the highest in the
country.

However, I believe when you study the economic and social struc-
ture in our State over a period of years, and when you face the fact
that we are a very poor State, that we have a very large colored
population, it does not strike you as quite as startling as just the
mere fact that 80 percent of our people over 65 are getting old-ago
assistance. We ran quite an intensive study of the people in that
category getting assistance and were very startled to find that 57
percent of those people had absolutely nothing at all whatsoever.

ThAv iad no money in the bank,.thoyhad no insurance, they didn't
I
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own the home in which they lived, they had nothing. Thirty-two per-
cent did own the home in which they lived. The assessed value of
that home on the average was $478.

Senator MILLIKIN. What is your percentage of assessment in
Louisiana to full value?

Mr. HIGGINS. Well, it varies, Senator. It is supposed to be at
full value. Most of the parishes, I think, probably assess anywhere
between 60 and 80 percent.

Senator LONG. Might I add at this point, however, that on valua-
tions under $2,000 there is every conceivable pressure for the assessor
to assess it upward, because the State has homestead exemption up
to $2,000. So that means the individual does not pay taxes on it,
and it means the State government reimburses the parish for what
that would be. So that the trend is overassessment up to $2,000.
Over $2,000 the trend is in the other direction, because the taxpayer
would have to pty, that personally.

Mr. lhi~aNs. 'rThat is correct. And there is 98 percent of the homes
in which these people live that get old ago assistance that are assessed
for under $2 000

Senator i VII,rKIN. What percentage of your population is colored?
Mr. HtGGiNs. About 38 to 40 percent is colored. It might be of

interest to the committee, in that connection, that of the 38 to 40
percent colored population, of our ol ageo recipients 45 percent are
colored and 55 p)ecent are white. So we have a few more of the
colored getting the old age pensions than white, on a direct popula-
tion ratio.

Senator MILLIKIN. I see. 'Before you finish, would you mind
telling us something about your agricultural system in Louisiana,
sharecropping, and something of that kind, as to size of average farm
and principal crops?

Mr. HIGoINS. he average farm is very small, Senator. I do not
know offhand the average acreage. I would say maybe 10 or 20
acres woull probably be it. We do have some rather large farms
something left over rom the old plantation system. But the usual
run of farmer in our State does not make very much. We have very
big cotton, rice, and sugarcane-

Senator MILLIKIN. Is that the dominating part of your agrievuitural
economy?

Mr. HminiNs. Yes. Most of them (1o truck farming and that sort
of thing.

We believe, of course, that full coverage is the solution to our
problem in the years to come in this old-age category. We have
not heard any overwhelming enthusiasm, as Mr. Chi( mentioned
this morning, from the farmers for it; nor have we heard anything
contrary to it.

Senator KERR. Has it been an issue which the average farmer has
contemplated might be nmade applicable to hin?

Mr. H11GOINS. I would say, Senator, that most of the farmers at
this point are not too cognizant of the issue.

Senator KERR. Has it not been thus far something which both the
average nonfarmer and the average farmer have considered was not
immediately of concern to him, by reason of the probability of his
early coverage by the program?
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Mr. HGGINS. I would say "Yes," Senator. I think that most of
the farmers have been more interested ill the immedliate effects of
price supports, rather than in the long-range planning of economic
security and ol age. I think that the farm element is now beginning
to see this problem in its entire light; and from what I can understand
from the resolutions that have been adopted on a national basis by
the Grange and the Farm Bureau, I think that most of the farmers
do want to come under the plan if it is not too burdensome from a
record keeping or administrative standpoint.

Senator MILLIKIN. )o a lot of your farmers on these small farms
work part time off the farm, in the neighl)oring towns or cities?

Mr. hIGGINS. Not very much of that, Senator. You see, our cli-
mate is pretty mild, and most of them can do something pretty much
the year around. There is some of it., hut not to any considerable
extent. For instance, there is Senator Byrd's problem.

I would like to point this out: In my opinion, when we are consider-
ing increased benefits under the old-ago and survivors insurance pro-
gram, we should very carefully analyze and(l determine upon a reason-
able benefit payment for two reasons. One reason is that if we do not,
and if the cost of living continues to increase, then the pressures are
going to again become very strong in the States to give assistance to
supplement the old-age and survivors insurance payment through the
assistance programs which is the very thing we are trying to get away
from. I think the fact that the payments were geared to the cost of
living back in 1935 and 1936 and have never been changed upward is
one of the factors responsible for the very great pressure in the States
today to give adequate assistance through the-old age assistance pro-
grams.

I would also like to suggest the consideration of a formula of some
kind which would gear benefit payments to purchasing power or cost-
of-living indexes rather than flat monetary amounts. 'There is no
indication that, let us say, $30 or $40 today will even be a decent living
15 or 20 years from now; or, conversely, it may be an overpayment-
depending upon the actual purchasing power of the dollar at that
time.

Senator KEnn. To the extent that you enter into that realm of
operation, you would be leaving the realm of actuarial insurance
operation, would you not?

Mr. HIGINs. Yes.
Senator KERR. As this program is now set up, and as it is contem-

plated, it is figured to be on the basis of an insurance program. As
such, it is regulated by actuarial considerations and formulas. Now,
any time that you have begun to do what you are talking about, you
would be departing from that standpoint and moving toward another,
would you not?

Mr. HIGGINS. That is right, Senator. Of course, I go even further,
in my own thinking. That is, I believe that all contracts of all per-
sonal type, should also be geared to that sort of thing.

Senator Knn. You mean regular insurance contracts?
Mr. IIG, ais. Yes, sir. I see that as a possible stabilizing factor in

the entire national economy.
Senator KtRR. No insurance- company could do that and hope to

survive, could they? i
The CHAIRMAN. I take it you would like to see the dollar stabilized.
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Mr. HIONS. Well, that is the crux of the matter. Yes, Senator.
Senator LONG. Is this not true, Mr. Higgins: That when you have

assistance of a type such as ours in Louisiana, with your welfare pro-
grain geared to a sales tax, when the purchasing power goes down the
tax money goes down, and when the purchasing power goes up your
tax receipts go up; so in one respect you caln expect the amount of
money that you have available to decline at times when the prices are
going'down, and on the other hind when prices are going up you can
expect to have more money available to use?

Mr. hIIaoINs. Well, thit is true, Senator, except that usually in
times of declining prices you have your biggest demand on your public
welfare agencies for assista nct go it is true that you may be able
to reduce grants; but you may not actually have tie money that is
needed, because of that fluctuation in your sales tax.

Senator MI, ,IKIN. You have a great deal of difficulty with this
purchasing power formula, because everybody wants to play with it
as the dollars go up, hut everyone Irets rapillv disgusted with it as
the dollars go (flown. Y'ou find it in the whole field of labor relations,
where that hus been tried, and there is a lot of complaint when the
number of dollars lessens.

Mr. IlomNs. Yes, Senator. Of course, I think the most practical
solution to the problem is the one that has not been taken ip to this
toint and that is a periodic reexamination and readjustment of

benefits.
Senator K~nn. As the chairman so pointedly indicated, any stabili-

zation toward the goal which you have referred to would have to be
toward stabilization of the dollar.

Mr. hGOINs. Ill connection with the fourth category, in which we
have asked for a consideration of a more liberal nature than is presently
in H. It. 6000, I would like to come back for a moment to these causes
of disability that we experience in our fourth category. Forty-five
percent are heart conditions, 15 percent are mental and nervous coi-
ditions,, that is, feeble-mindedness, epilepsy, paralysis, and that typo
of case, and 9 percent are arthritis anti rheumatic conditions, 8 percent
are respiratory, including tuberculosis, lung abscesses. andi asthma,
anti 10 percent are the spastics, polio, anti that sort of thing, which
account for approximately 84 percent of our case load.

Senator MILLIKIN. Are you especially high in any of those cate-
gories?

Mr. HIemINS. Well, the largest is the heart, with 45 percent.
Senator MIIKIN. But relative to other States?
Mr. lHIGINS. I do not know. I have no figures. Well, lot me

put it this way: The States do not, as far as I know, have any real
common base in this category. Some of them do have assistance for
unemployed. Now, we (1o not have any system in Louisiana as to
assistance for unemployed people.. This is just for the unemploy-
ables.

Senator MILLIKIN. I do not think my question has any real rele-
vance. There are national statistics on disease, State by State, and
that is where I should look.

Mr. HIGOINS. I should think, from some other figures I have, which
show that the need because of disability in that category is very closely
tied into age, would be a common factor throughout the country
wherever you have that same type of category of State assistance.
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For example, in October of 1940, out of a total case load of about
25,000, which we had at that time, at ago 20 we only had 00 cases of
the physically disabled. At ago 40 we had 219. At ago 50 it had
gone up to 470. At age 55, it had gone to 903; at 57, to 1,243; at 60,
to 1,460; at 01, to 1,902;.and at 64, to 1,980. So there is a definite
corollary there between disability and advancing age, particularly
after you got into the fifties. That, is where we have our bulk, par-
ticularly between 55 and 65. That is where we have the greatest
need for assistance in that fourth category.

The CHAIRMAN. On that point, or before you leave it at least, do
you have much trouble in administering the; disability provision in
your law? You have it now, I understand.

Mr. HiuosNS. Yes, sir.
The CHAIRMAN. Do you have a great deal of difficulty thero?
Mrt IGGISs. No, Senator. We (1o not have any great dilliculty.

We have required medical certifications, and presently in 15 of our
parishes or counties we have what we call examining boards. Those
are panels composed of three doctors. We are working with the
medical association in those particular parishes. We have periodic
meetings of those three doctors, and the people' who are applying or
who have received it-we are going back in our case load-are referred
to these physicians. That is not the ease, of course where a person
Is bedridden. But if there is any question of whether tjey are
sufficiently disabled, they are sent to this board. -Those examining
doctors spend an afternoon and possibly examine 15, 18, or 20 people,
depending upon the type of examination necessary.

We have found that that has been very, very effective. The
doctors like it, because they have the experience of having all of
thee people coining before the three of then. We have arranged
with the medical society in each of the parishes to actually handle
the details. They assign the doctors, and they handle it all. We
pay the doctors for their services. And we have found in this experi-
ment up to this time that we are getting very, very good medical
eaminations. In fact, the doctors have become very intoreeted, and
actually in many cases they are carrying on plans for rehabilitation.
They have referred certain people to us that are temporarily disabled,
but with this type of medical care they can be rehabilitated. So we
are getting more from the medical examining boani than just the
statement that this man is unable to work or ho is able to work.
We are getting their full cooperation in that plan.

And that is why we believe that it would mean very much to us in.
Louisiana if wo could get Federal matching ina broader respect than
just total and permanent disability; because we believe we have (lone
something by which we can really do a job of rehabilitation, and we
can work it through direct channels with the medical societies,

Senator MILLmIN. The literature, the reports that we have, indicate
that there is quite a little difficulty In determining this total disability
question and the permanent disability question. Do you think you
sre meeting that pretty well in Louisiana?

'Mr. HIoGGNS. Well, our experience is confined mostly to the type
of case that is not able to provide for themselves, because of a dis-
ability, as of this time. We do not go Into the question of whether
it is total or permanent. I think when you get into the realm of
totally and permanently disabled, then you do have probably many
more administrative difficulties than yoi do in the type of case we have.
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Senator MiLiIxrn. There is probably some reason that is right
in front of my nose but I cannot see, and I suppose somebody will
make it clear and put the dunce cap on me, but I do not see why they
couph "permanent" with "total" disability. I just oainot se0 the
anglo of permanency there. Your social problem is precisely the same
If a mran is totally disabled for a month or 6 months. His problem is
precisely the same as if 1ie were truly permanently disabled. I mean,
that is the way itlooks to me. I hope that someone will give meseine
enlightenment on it.

Mr. IMIMsN. That is exactly point, Senator. I cannot see
why a person who is permanently disablel is any more entitled to help
than a person who is, tmiraril,* disabled. I mean, ou still have an
immodfiato problem In fact., the person who is temporarily disabled
in many cases cat Wo rehabilitated and put back into the labor market.

Senator MILIAKIN. You-iuight figure tha this temporarily disabled
man may have soine reserves 6f some kiud that lie could call upon
which would tide him over during a temporary disability,: But gei-
orall spoakig, l-would ko to got, in ths hearing, seine enlighten-
ment as to wiy we do couple "pernfauent" with "total." #

Sonator Loto. Is it not true that all disability is a relative proposi-
tion? You ju4 mat4'alpoint afow minutes ago that when you hiave
a light lab6r miiket, the pressuit becooies gftater and greater on your
disability claim5a' because people who may be hired for'somo minor
work at the time when tho 1abe market is vory tight ane unemployed
and coiipletely unalbe tb find ceployrient;' through no fault of their
own as s6Qn as laboirboomoes gonerailyavailablo.

Mr. tidews. That is correct:
Senator L6iqu, And by rights it would seem'to rfie that those people

should be onsidecrd for aid if there is no deployment available to
then and no way they~could make a jiying."

Mr. IllUINs. That is-right;- ' And 1 think your bill covers that
point very well, and it also stresses that they must be in need.

This point you made, Senator Millikin is taken care of. If they
have resources to take care of them over their temporary period, they
are not eligible.. If they have no resources, of course, and are in need,
then they are eligible for that assistance.. Senator MILIKIN. I think that everyone that has tied this thing
up with insurance has emphasized that you have got to hold it down
very severely or you get your system full of malingerers, and you have
increasing tendency toward hiheraliznmyour iterpretations, and
finally thea lo thing will bog down. 0 will ultimately come to
that in these hearings when we g t to that feature of the bill, but I
have been very much interested in what you say as to the way you
work it (town there in Louisiana.

Let me ask you specifically: Have your doctors been subjected to
political pressures?

Mr. HIGOINS. No; not at all, Senator.
Senator LoNe. lave you not had this situation: that prior to the

time you started having these oxamining boards, therQ was pressure on
the family physician to certify a man?

Mr. HIGOINS. Yes. Many of the doctors have stated that it does
place them in a very difficult position, when a man or a woman 50
or 54 years old comes to them, and they treated that person for years
and years, and the person is sick. As one physician said, "Usually at

239



SOCIAL SECURITY REVISION

that age you can find enough wrong with a person to honestly certify
that he is uieinlployable."

Now, this medical examining board takes that out of the realm of
the family physician and puts it into tie panel. And they feel very
free and are very well satisfied with the arrangemient.

Senator MILIdKiN. It seems to ine like that is all improvement over
what you wero talking about, Senator.

Senator LONe. Well, that is how it is administered in Louisiana attihe )resent time.Th1 CHAIRMAN. All right, Mr. Higgins. Will you proceed?

Mr. Ih(IGINS. I would like to just conclude. We believe that while
the actual administration of the public-assistance prograin is time re-
sponsilbility of State auld local government, the Federal Goverlmlent
has a clear-cut responsibility to give over-all leadership on a national
basis and to extend financial aid to all of the States in a joint endeavor
to light insecurity, poverty, and sickness, and all of their resultant
social evils, and to provide an effective framework of protection for
our people against the corroding fear of economic insecurity.

The CHARMAN. Any question?
Senator Long, do you have any question?
Thank you very mucli, Mr. Ili gins. Thank you for your appear-

anee hero.
Mr. HIGoINs. Thank you.
Tiho CHAIRMAN. Mr. tohn 11. Winters, director of public welfare,

State of Texas?
Mr. Winters, you may have a seat. I see you have here with you

Mr. Wilson, who is assistant director. Is Mr. Wilson with you?

STATEMENT OF JOHN H. WINTERS, DIRECTOR OF PUBLIC
WELFARE, STATE OF TEXAS

Mr. WINTERS. Yes, he is.
The CHAIRMAN. I)o you wish to have him come around at this time?
Mr. WINTERS. I would like him to talk about. the child-welfaro

provisions, very shortly, after I talk about the others.
The CHAIRMAN All right.
Mr. WINTERS. I am John H. Winters, director of th Texas Depart-

ment of Public Welfare, where I have bee n for somini 6%hi years. 1,e are
pretty greatly disturbed about this whole pension question. We are
particularly disturbed about who is going to pay this pension to our
farmers when everybody else gets a pension from his employer or
-from somebody else.

Senator KEnn. Do you refer now to the pension as such or to the
insurance payment, Mr. Winters?

Mr. WINTERs. 'Iho thing, Senator, that is disturbing to us is that
we are an agricultural State. And I do not know just what the
percentage of our population in that field, our farm population, is,
but it is rather high.

Now, we are in the position of paying pensions every time we
buy anything as the cost of doing buhiness. Every time our east
Texas farmer buys a plow point for the ol turn-in plow, he has to pay
a little extra to the steel manufacturer on their pension program.
It is in the product. It can't be anywhere else. Every time he buys
anything that is manufactured, it is nbessary to pay the cost of the
insurance to the people who made that product.
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Now, our farmer has nio employer to turn to in order to get his
pension. And it, seems to ame that we are going to Ie faced, in Texas
and througiolit. tho agricultural States pretty generally, with a
trellieidolis prcsSllre fron1 those l)eoplh who( do not have insurance
coverage or pilsion rights for straight, liat pensions paid out of
the current revenue. And, whel we have tilat, it is going to be pretty
difficult to fihnuice ill tinn's of depression or stress, which I a1 afraid
we might have one of thwse ties.

I think if we haove adopted il this counltry- Id 1 think we have
accepted it-that we are going to take care of our old peolle, it
VIIISe--
Seator KIlu. lay I ilnterrupt youl for just. a nioment?
Mr. WINTKI;I. YVH, Si'.
Senator K vim. So far a1s 1 11111 coIncerned, 1 wouhl understand

wilat you hal1d in miind better if you referred to tile over-all program
ill two diierent categories. Oile is tile pension program or assistance
program, where they pay sometlilig to wiich" they did not contribute.

'lie other is a retirement or insurance program, being one that they
had hel d ped (vloj) tileIsielves.

Nir. WINrEll8. Ye, sir. 1 was getting to that.. As we Iave it 11OW
of course, fill tillit our people have to depend onl, our agricultural
pojile, is tile assistance prograni. ''l' is 1 11 insurance program.
I'lere is o enli)loyer tilat tiley ('all go to and demand tillit he pay a

p)eIlsioll, or Insurance, or anything else. All they get has to conio out
of tie general revenue tilat is colh Ieted every year.

Whe" everybody else ill tile industrial Nortit and East and all
those ill inuifactuiring have their retirement. from old-age and sur-
vivos insurance, I in wondering wit effect, it, is going to have O1
that farmer, when lie Ias only assistance to fall back on. And I alm
woliderilg hlow lituch 1cssull Ile is going to he putting oil his local
elected representatives not to pay him assistallce but a flat pelnsion
out of tile general revenue. And I think it could e it pretty serious
pr'oVosition from the standpoint of Inalci g.

Now, it, seems to ne, since we have the retirement system of ol-ago
and survivors insurance, it, should be extended to everybody; so that
everlv person, tlie farmier, tile farln lalorer, tile so-called s, lf-t, llIoyed,
couli be building Ill) for himself an actual pelSioll, because lie has
contributed to that pension through old-age and survivors insurance.

Old-age and survivors insurance, a1s a latter of fact, amounts to
very, very little in our State. We are paying something over $7,000,-006 it mon;ith ill assistance.

Senator NMILIAKIN. Would you mind if I interrupted you for just
a 11o1i1ent?

Senator, may I ask Mr. Cohen a question?
The CHAIlntAiN. Surely.
Senator ML.LIKIN. MN'. Cohen, have you collected any statistics

which would show the number of fornetr self-employed who are on
the assistance rolls?

Mr. COHEN. No, Senator; we do not have any figures oh what tile
preVious status of these 2.7 million people tire. We rather think,
from the studies that we have, that a very large part of then come
from rural areas, which wouhl seem to indicator that they were either
farmers or farm hands.

Senator MILLIKIN. YOU see, my point is, Mr. Cohen, which I am
sure you appreciate, that when we get into this field of either assistance



SOCIAL SECURITY REVISION

or insurance for self-em)loved, we ought to have so1e basis of the
need for it which would lint! itself in fats of the type I aml trying to
got, if we have them. In other words, how many people are over the
ago of 65 or in need of assistance, or in need of insurance, who were
se f-employed during the major part of their earning y'elt.

Mr. COnhEN. I will check on that, Senator. We may have something
by some particular States, or something from one of the earlier cen-
stses.

Senator MILLIKIN. I would like to have anything you have on that.
I think it would have a very important bearing on this phase of your
business.

Pardon iue for interrupting.
Senator Klnta. Just one word, there: You would estimate that. a

majority of the rural or agricultural people come within the category
of employee rather than employer; would you not? If you are talking
about covering the farn workers, most of them are either totally or in
part employed?

Mr. CoHEN. Well, of the group in the farm population, aroul
5 or 0 million peple a year are owners or operators, but only about 2
or 3 million a year are farm hands. Now, the difliculty is that some
are both, of course. But roughly, in the course of it year, there are
about twice as many who are so-called self-enployed farmers ats there
are farm hands.

Senator MIMIKIN. I think our census statistics would give you the
figures on the numnher relation of farm proprietors ts against, farm
workers.

Mr. CoHiN. Yes.
Senator MILLItgN. And I think the more we can get on that, the

bettor.
Mr. COHEN. That was brought out this mnorlihg, and I thought

we could got you a table on that, which would show that.
Mr. WINTEn8. The thing that I had in mind is that it. seems to us,

who administer the program, knowing our territory and knowing the
typo of citizenry we have in the various counties, that the old-age
and( survivors insurance is not doing us very much good aq it. is now.
And I am afraid it is not going to (o much good unless it is extended
to other people, who are not now covered.
I say that because we are paying assistance 'to 220,000 people in

our State, a little over $7,400,000 a month.
Senator Kim. 'That is total, State and Fedoral?
Mr. WINTrts. That is both; that is correct. At the same tiime,

there are about 39,000 people in the State who get old-age and sur-
vivors insurance benefits of about $800,000it a months; 7% million in
assistance and $800,000 in old-age and survivors insurance.

Senator MILLIKIN. low much Federal revenue (loes the State of
Texas contribute every year?

Mr. WINTERS. I oouhln't answer that one. I couldn't answer it,
Senator.

Senator MtLIKN. You are paying for it., in either event,, whether
it is out of insurance or whether it iA assistance. We don't create
any money down here. We take it away from you, and we then
give it back to you after the detluction of a considerable brokerage.

Senator KE ni. Now, Senator (1o not be too sure that they (to not
make .something down there. Bo ndt be too sure that if you made a
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search you would not find something in Texas, because that is a big
StatW.

Mr. WINrS:11s. The point is, Senator, that we have a real fear that
if you get, all of your industries covered under insurance and leave
out the fariti people and the self-employed, such as we have, where
we have such a large percentage of them, we will he alone ill trying
to get .money for assistance. )o I make tihat clear?

e'll, .IIAI m.,,N. Yes; we get. that.
Mr. WVIN'r.ins. I would hate for us to have to come u here and havo

all theo Northern States say, "It is just. a hunch of these southern States
up here trying to rob the Treasury, because they are not, willing to doanything for themselves." What I am trying to say is: let us pay

our insurance tax just. like everybody else, and let us get. tile same bene-
fit based on the wage, or the income, that. the person had during tihe
years. I think it. would be a much sounder system, one much more
acceptable to tile people. I think it. would 1h6 much more acceptable
to them, because nobody likes--and we, in the administration of these
programs, (to not, like--to gm around prying into people's businem,
getting into their secrets. If they had tleir fixed benefit, coming to
them As a matter of right., based "upon what they had contributed, I
think it would be Mnuch preferable to handing it out in the way of as-
sistance, with one person saying to another person what ho could
have and what he coul not have.

Senator MIM.IKIN. What is your per capita income in Texas?
Mr. WINTEus. $1,118, I believe, for a 3-year average, 1946, 1947,

and 1948. A little less than the national average at that time, which
was a little ovei $1,300.

Senator MmLIKIN. The figure might be somewhat misleading;
might it not? Because I imagine that. average reflects the tremendous
wealth of a limited segment. of your people.

Mr. WINTE.iS. I think, Senator, that is a point that you cannot
overlook in talking about our State iii particular. We li ie some
tremendous incomes. One fellow with a million-dollar income offsets
a whole lot of fellows with a ihundred-dollar-a-year income, you know,
A~nd brings the average i1l).

Senator MII,LIKIN. I was thinking about that.
Mr. WINTIES. So actually the incoio of the great mas of tie peoplo

is rather low. .
Senator NftmItmm. I think perhaps you would have that, in a sharper

form il 'Iexas than ill perhaps any other State, and I thiik it ought to
be taken into consideration.
Mr. WINTE31s. I think peThaps that, accounts for the relative in-

crease il our position with regard to th, national average in the last
few years, tuie to tile increase in tile price of oil and such.

N ow for instance, just let ie give you a figure on one congres-
sional district.. it happens to be Mr. lia, ylurn's district,.with seven
rural counties. In ,he of last. year, there were 1,106 people that got
$20,000 in old-age and survivor's insurance benefits.

The CIIAIRMAN. (ive in1 that again.
Mr. WINTERS. That is Congressman layburn's district, District 4.

It is a rural district.. Thero are 1,10 ltieople that, received $20,220
in old-age and survivors insurance benefits. the average was $18.28.
The same month we paid to .12,410 persons omi old-ago assistance in
those same counties $428,100.

60805-0--pt. 3-T
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Senator MIM0A,.KIN, Mr. Fauri if I tucy interrupt voit, shows Ito it
tlhble tlttitled "Sm11r.Ulltarv of hl ernl |{evelil e (olletionm, year
Elded Juollo 30, 1048, by states and Territories," ii whieh tlhe State
of Texas is shown us putttmIt in $1,235,000,000.

Mr. WINTrIQI, 'Trltt is q1iteit 1111,
Senator MII,,IKN, ]t is not, imt.
Mr. WIN'rI'mu. No, sir; it, isn't muy.
Scluator MIh Id.!KIN. SO VO11 -re Ipatyilg a lot of t01' shari' of it lot

of things.
M r. WINTNIte. Yes, sir, It, st ill leaves it lot of awfully poor people

ill our StAite. We htve, its do it lot. of other States, a lot of tit1thr-
eut.-ovr land. We lave at lot of fanned-out haud that they aro trvitig
to rebuild. Some of the hind is pretty poor, mlid I don't know )how
a'body iiakes a liviu on it. And is it nittter of faet, till, livijig is
1r'tty Alimn on it lot, of th,1t, lald, in the setiols of th~e State that have
ton farn, d the loll est., Ilnid where tlho soil 1111 hi et whi Nl away,
And wo aire goiu toliave, in that groltlp, in that faiut groUp, lot ilil
lots and lota of ,hIl o old-ago assistatlev, Now, (ertaiuly we have,
it other sections oif the State, 118 lho t ,ilut I'ro ()Idahontlu v knows,
In the wheat stet.ioil of the State, big flulrmill , big opealiiot lw alld it,
is entirely difrerelt. But that. is onlv a smalnli sect'iol of 0111' State.

Senate' KniIu. It. is it big area, blt, snitll perettage of 1ho State.
Mr. WIN'Tti., That is right.; it still perCeltlgo of our total forting

peratioll ill the State.
Now we think u ettlhod of tluattitg is i m'iolS ntter, iltd ill our

wolftaro bonid-unnd I think it it; genterally llceopitell by omr Tloxas
ILegilature--wo tliitik tle insurance priliviple is tllell't4) be preferred
olver the lissistae lle principle. 1 would like to see it. extended to till
persons elloyod. I roalise there aro some difllhulties in admintis-
tration that. nutght. llve to limit it nt. first to thoso that pay 1111 ilcolle
tax, That would got a lot of people, a lot of form tenatits, a lot of
farm laborers, if you did not want to go all tle way. But cirtatiltly
those that had to file atl ili'llino tax linyway wo could surely get..
And wo couhl hl1 to relieve the tremeuilous pressure that there is
Oil old-alge ssistttce.
liI our hState, 00 percent of our monley l)goes to three It)llh)O'a -

roads, education, and welfare. About. 25 portent, of our total ex-
,enllitures-n-1tow, that is State And Fedeiral Illolley-of the total
itroley expenldelld by the St e government, is for our welfare purpose',
thie three vattegoii.s

Senator' I01.tKtN. What, percentile?
Mr. WINTits. About 25 percent. That is second only to education

li our State.
SeMnator Krilut. What Is your Stato tax ill revenue?
Mr. Wi NTHls. Lnot year we spent $450000,000 in the State.
Senator K1i1ut. Of that amount, what part wias Federal cotributioll?
Mr. WINT1IIS. Well, in that $450,000,00) total, I could not answer

that, accurately, Senator.
Senator Kr.'imt. Would it be principally in the field of welfare and

higltways?
MTr. WINTlIts. Prineipally in tlie field of welfare and highways. In

welfare it ran about $02,000,0,0, as I recall.
Senator K1mu. If it is seventh and I hlf million a month, tht would

be $80,000,000 million a year.-
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N il'. WiNT'1tl. YOM. YOU t*'O, we sjit'id somle out'to'Ives.
Senntor limitt. And its I ideratind Your testitniollY, t1l1C is old-

age tissistiataev?
NiV r.IVNT'ERM. T'I't is r-ight.
St-nator Kit.~a 'I'ltat doeti not. include the depenldent children tianl

Nit'. WNVINiTRU. W11ta . 0that., it. rilliA over $100,000t,000 it year tha1t is

Seiltot' ll'tila. I ligliwaiyq?
NI r, W'INrTE. 1 IlighWavNS t11V lillotit the maimle, about I pet'etilt. I

believe los't year' allottt $1H2,00t0t,0)U0 wa4 the total for Itighwta.
Selilator E'Etiu. '1'liven probalblyN, of theo $4.50,Otlt)op, $1 lt),oot),mo~

or $1 1.5,000~t,00) iti fedet'ally coitrilbuted, and tho rest of it is 8tato

NIVt. WIN-t. Tfint isi jroltllly about, right. I did riun the tigint'es
the othiet' (Ily on th it Utti1 expenditures last. year. I t wals
$44-1,00000,t00t. 'And of that, $41.1,000~t,O0 went for roads, welfat'ev, anld
Ileilsotw - inchudinig our, (onfederate ilsioti, which Is very1 amai -I__

eduea 1t ion, 11tid fotr f ltit j pot of the t!let1llotH'llty Tnistitlitiotta, leav-
ing oly.N $:3l,tooutt fo tou rest of 01 It'ojPIt'lt to fotr the~ Stato gover-

Titoe thing that.t worries mle, though it ma ot. he Valid. is this:
Our- farileor, evet'y t itlie ho buysN- anythingl1( help to Contribitto
through thielt asel-ilw of tltd.itemi, to oeoyelse's retiretllentt
tflttottghl old-ti Ve 1111d sitt'vii'or ilsiran11co otr somei otherelajt III801SYsteil.
And then we Itave to tox hill in Texais over again to paty Ilkiti re-
fir'etlit. ill thle forlil of iil-tige tsisttallev.

So'tittot' R EIti. NI Itell of your m1onley Ill Tlemas vonies front tutu
Sttit e Ild v'ahlettl tax, does it not?

Nil'. WIN'1t;is. No, sir; ntone of it.
Svituitot' Iic ti. 1 oes it. not collie out of yolt' Sttito illotley?
Nil'. WItNTR1S. 'l'lult is ptlrtiall3' (ori'eLt.. We ipassmi tinl oniiilin

tax bill in 10131.
Setittr Kctit. Is not. till of your revenuio out of a genvertil flund in

Nit'. NVINrmits. No; ii oinliblt$ tax-eleartnee bill, which is Very
t'losu' to a- general find.

Seinttor l i:iu I )oes nlot. youlr m1oney3 go ito it gmleral fiund, through?
MI tx WIN-rms. Yits. lit. back inthlose days, when the bill was

patssedt, we were doing it little deflcit. flitiiiing'down there. Butt old-
tige tlssisttllvo litid to lie pttid ill taxes. So Ill plissi~ it tax bill they
set ilp it clearanceo finid, Into which tho Iiloy froi those ptirt-ionlar
tax~es would go. Tlht its. an iiicr'tast'd taX 0on oil and gas and1( sulfur
ndt a great mny other things. It, goes into the clearanice fund, alnd
then there tit' proisions 111011 directly out of that ('hearatleo futnd for
V11riou1A IlI-I'OSPA, Wvitlh 11 pniioll 1t i aytlig that is left over
goes over into tile genteral-revenue fund.

So it, is titnost a goeral-roveluin atter, and it was only a device
sot up so that. tlsistt1' iheks might lie paid in cash, and not dis-
count warrants, Its was done1 at that ftme, out of the general-revenue
full(.

Senator MIuLnIKIN. We collect Federal income taxes from farmers,
and at )ar't of that, goes back for public assistance. So that ho pays
a&gaitt 1froin thaiut aspect of it.*

SOCIAL BECURITY REVISION
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Mr. WINTERS. That is true.
Senator KERR. I would like to know if you could tell how your

farm people themselves feel about that.
Mr. WINTERS. Sir, I would only be able to answer that in terms of

individual farmers that I have talked to. I would say that a great
many of the people in Texas think that they are paying it now. I
know I get letters every day. They think it is all one and the same
thing. Itis just old-age pensions to people back out in the countryvery often. They make no distinction between old-age and survivors
insurance aind old-age assistance. We got letters from sons, "Why
can't my parents get that?" They sa, "I am paving every month
out of my cheek for that very purpose. Now, when it is glain d
to a farmer as to what it is, he is in favor of it. Because farmers buy
other kinds of insurance. They are just like everybody else. And
it is just nothing in the world but group annuity insurance, as I see it.

I think he is going to be sadly disappointed when everybody else
has a pension and he has to have a welfare, worker inquiring into his
business to see whether he needs it or not. And his neighbor has his
pension, whether he needs it or not, because he has earned it and laid
it aside for that very purpose.

Yes; I think he would like to be in on it. I can't speak for the
farmers. I have no right to. I can only say what I know about
those that I 1 ,ve personally talked to, which has been a great many.

Senator MiLLiKiN. Do you have an active farm-bureau organization
in this State?

Mr. WINTERS. It is getting pretty active right now.
Senator MILLIKIN. And your Grange?
Mr. WINTERS. They have not been as active. The union has been

active, but the others have not been too active until quite recently.
Senator MILLIMN. Have they made any resolutions?
Mr. WINTERS. They have not had any meetings lately that I know

of, Senator.
Senator MILLIKIN. None of those organizations?
Mr. WINTERS. That is correct. Our operations in Texas are strictly

State-financed and State-administered. There is no local money
going into the three categories now. On the other hand, the total
and permanent disability assistance is strictly county financed.
* Senator KERR. That is the fourth category?

Mr. WINTERS. The fourth category. It is very inadequate. It
would take a change in our constitution to allow the State to appro-
priate money-at least, that is what some have held-for a program
for the handicapped. Three times there has been passed through the
House of Representatives in Texas a proposal to set up that fourth
category for total and permanent disability. Twice it has been passed
on the local and uncontested calendar. It has not received any action
in the Senate. It would take a change before we could take advantage
of it if it were created.

I think it is a'program that is very badly needed, because as Mr.
higgins said, a man who is fiat on hid back with both legs off and an
arm off is certainly in as bad shape as an old gentleman 65 years of
age but in perfect health; and he needs help as badly as anybody. We
hao 6veei that extreme case, is everybody else does-people who
because' of those disabilities just plhin haven't got a chance in this
world to mak a living for themselves, and they are an object of'
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charity around the local community. I believe that some assistance
should be granted to those persons, to the point where they could
live in some measure of security and decency. I think our State would
go along with it.

I might mention this: Some comparisons were made this morning
between an agricultural State and some of the northeast industrial
States; I believe they were made by Mr. Child. This last year-
1949-based on the estimated population, social-security benefits
amounted to 11 cents per capita. The old-age assistance amounted
to a dollar, making $1.11 payments. Up in the seven industrial
States-Connecticut, Delaware, Maryland, Massachusetts, Pennsyl-
vania, New Jersey, and Rhode Island-and of course, we picked out
seven where we would look the best by comparison-

Senator MILLIKIN. Well, I have lived to see the day when somebody
would say that. That is a remarkable declaration, and I compliment
you.

Mr. WINT.Rs. But they are industrial States, and we are a rural
State. And where our OASI payments amounted to 11 cents per
capita, theirs amounted to 56 cents per capita. But where our old-age
assistance payment amounted to a dollar per capita, theirs was only
59 cents.

Now, when you add the two together, you get $1.11 for us; and you
get 56 cents and 59 cents, which makes $1.15 for those States. That
is what the old people were getting. The load was on old-age and
survivors insurance and not on the assistance program, where there is
industrialization and thereby high coverage. We have very low
coverage and therefore very low payments. The old people are getting
the same money there as they are in our State, but they are getting
it from the insurance rather than the taxes out of the current revenue.
And I think the insurance principle is much to be preferred.

Senator MILLIKIN. I think you would find the principle to be the
same even though you had not been so careful in your selection.

Mr. WINTERS. I think that is true.
Senator MILLIKIN. I think your point is sound.
Mr. WINTERS. Thank you, sir.
The CHAIRMAN. Any questions?
Thank you very much.
Mr. WINTERS. Thank you. And I would like Mr. Wilson to discuss

another aspect of it.
The CHAIRMAN. Mr. Wilson?

STATEMENT OF H. C. WILSON, ASSISTANT DIRECTOR OF PUBLIC
WELFARE, STATE OF TEXAS

Mr. WILSON. I am Herbert C. Wilson, assistant director of public
welfare in the State of Texas.

I would like to talk with you just a few minutes about only one
p art of this bill, and that is part III. It is something that has not
been talked about too much today. That is the matter of child-wel-
fare services.

Now it seems to me that in our whole social-security scheme one
of the basic things that we should at least be concerned with is our
underprivileged or deprived children. And I am afraid that they are
left out, too often, because of these major issues that have required
so much of your attention today.
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Senator Kit, Let us siy mro p'.sing needs.
Mr. \VIsow. N ore 'sS111g, Ierh.aps, liveatse of 1n I 'nhol1 of people,

ne1101y involved, and the t'relndolus hterest in it,.
Again you have the Farm Bureau, sholl Nve sny, nd Iuner uu1.oc,

all others, vh chall atpp1' w in lhilf of tlito things tlit are more'
presing; bnt no partial nlh' roup, organized group, to cUle in a1ud
talk for theo little kids thatI wat, to talk with you about at, this t hu.

Now, I au not thinking of t th' child who his l' otectionl and 'rlr,
thrmlgh his own family. If his failily is atle to give it., h1t. is what.
onUCs first, ati they should. Neither ani I corner, ed with the chihl
who is able to g(t, that. 4114 nd prolect.n 1throlgh s111 private'
faoilities. If there is t, religious organization, it fraternal order, that,
is available to give service, whether it, is istfititional or otherwise, to
that child, thenI teolinically wo are not e ell nl'lled with the Slt'o l.-
tompting to give service to that child, And certainly there is no conl-
llict down there litwol the I'ivitle ancy 111dul the' pIhio ligov.
BeOaus'o all of us have ploty of t('rritory to opera'o in, and lhe', is,
plenty to he done'.

ht I am thilikinl part1ielh11ilv of 41n1 1f the ehildeh 111 that w do
run acros.s there. 'I hr is this iuother who goes out. Io work 111d hals
no plauo to lave her children while sh works. Now, sh eeel. seine'-
body who is comlpetett and skilled in helping her work out. he'r preh-
loin, so that. she cnll go into the labor market, or can lmako seine coil-
trihutioi to the s1t 'lort, of her own children.,

1 1111 1l.s renomi el d of solio 8mall children who ore locked in t lir
house. And this act-uNlly happens. children n , or 5 y ars. of age aro
locked in their house whilo mother goes to vork during the day. I
have in nimid particularly one elso of a little boy who was8 delred it
juvenile delinquent at. age 10. And when you look into his history,
the record says that his delinquent tlenhl1iees started at. lhe age of 4
years, when fie was left at. home to take car, of his '2-year-ohl sister.
'lhnt is the type of youngster, the type of kid, that I \'allt to p'esIit.
to Yoll in t'rilli of the pr'ovisions of'li s hill.
ft Texas our child welfare servio program operates in the main

through 10 county child welfare units atul 9 regionl otlices. Now it)
countiess out of thei 2fl4 in our State have this servivt, illd tht is fill.

Senator Klut. Locallv financed?
Mr. W11,SoN. Jointlv 'tinuajeed, State', Federld, and locad, the lovl

unit of government putting ii)) Imoney for folter ca't, and diret. care
to the children, and tho State and Foderal fUnids heing used for per-
eonnel, pretty largely, to administer thoso units. The dvnnd for
additional county units is pretty great, and with some mero m1on1ey,
with additional money, we would be abhlo to s ,talblish other county
units. 'l'o eitinxouy are demanding them. 'h'lo courts are lookilg
more and more to us for this service, and it. is a prohlen that they are
not able to handle locally, because the county is not large enotlh, is
not sufficient,

Senator M1LI0KiN. That Is a thing that. I nn greatly curious ahout.
Why is this particular problem I)oyo t (l the resources of any State?

Mr. WILsoN, Well, I think it is ilio more beyond the resources of any
State than your old-age'-assistanc prblem is .

Senator MILLIKIN. It is not As lrgo.
Mr. W asoi r. It isn't as large; oiecopt that it seems to tn that. our

Federal Government has a stake" in these younmgters, the same ns
they have in the 0ld people, for examplo. 4
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S'iuitor Kitii, 1Meg' it niot sotuetiou's work out, I his way: TIhat.
whe vlit't orIn wlim kl-4I' fliit ot thart I limy liavo futtids tivaiile for
tipproprviat iou, tOhw presmurt' oui lit'iui is So gret from so 111111 Vso0ur11111

baul~le oft u11t i jg greater tw rltssurt ott, tilat . ti't folsi art 'xilistmti,
btfrIhyget. to tlet volisider-t t io of i, problems I hat, youi now refer

t0?
Nil'. WILSON. I t hink thmi is% torw, Sjint or. I suel to.
Svial ot' Kc~itit. And dot youi not t hitik tflin t is t rut' g'uu'rallv over I i'

Not ion?
Nil' r.WiILtiN. Ove'r te N at iou I t hiuk flint, is gem 111111v trute. And

I t hilik th ut Ihi' proof of t bin t, t hi' proof of die' V1i liii ot tilt' Fedt'ra I1
(loveriueiit.' 1116iug th h i'd oti thlis (11 liuet i itml' pr' tY we'll
its to What. lots bo11ppit'd mai'l.O tIill Voiia-seuit-Y programs lit this,
eomit.rv, Our Statvi is now appropriate ing oilt of t-he SItate t rt'surty
1oon' tit fivil t iltiss m muchb oney for el iltl-welfani' si'rvit't's I t ht'
WONri whon tilt-- first. Vt'ieral graut-i-aid vauito dowot. lit ot ht'i' words,
it. lils itiouoragod 11ud4 sI imite t il at ihmst. i kids, mid tw h ciomi-
nmiit is I lii'itlli'es , aitid 01vii St ato~ itself, lia1vi bt'eii oatvl'rgtd a1t1i1
at iuuhti't to do sotuet Iiiig about, t best' irotils.

Suitor NI tl.iKtN. Woul0iiI( t imi bilt u n itwillintgness liii'Ily to
atisute thit ilifoi if the VFederail (lovirnuietit. wert' to eut oft aill of
ita aid ill flhnt. part ieilar?

NMr. wimsoN. A good munuy vi'ouifiith' would a18sum111 it. llt,
Senator. A good many could. A good maany would ive uot iulg.

Sentator NluAIKIN. 4111t, would not. ft SitW, inl flint kind of a
east', tilt% State' as such, have at residual rt'pouisibility betfore' it Comme
to WVashiiogtoii with a it ix-d-th'gret residual n'sptoniilility?

Ntr. WV1soN. I think sto, ideally, Seoaitor. Bult. tOWt is 11ot. din
pat tt'n thlint. we arti following, 11ppareiIIlv iil this eoottlry tlitso tdays.

Si'intor NiulitaiixN. I aml it Statti's righter, luil I VOte fithat way
wli' it. hurts. But. I mtiust. say tliat. 1 am shlocked by a lot, of these,
d'iol thant. rt'liet. tlti'utst'vts i61 matter inst, youti notalking about..

Nir. WVILoN. Woi would like to have bacik' a, littht' of tlint bilhioti
tiolars that eaue tip fro~m TIomas for out' kids.

St'uatOr NhLIKtN. hi'lt. is whalt evP1rybotly wantS, and1 it hals
kniocked Statte's right into at cotkt'd haut.

NM. WVltsoN. I tfitik you art probably right. But, as logas it
is goilig the' way it i-4, I lit h'ast would hike to put ill 0ttO little plug
for our kids.

Oate otdi'r thing, Smaatoi': I would like to think oif tis Pt'teral (by-
orrmuit as a, (Onvtrninen of thle people, by flit' people, aind for tflio
pt'olht, a1nd tliat. tit' pe'oplte iavi' just, thie sinit' right to como to tfiiir
'ot trall Covt'riiit as to tht'ir Stalte govt'rimint.
Sintor lKuu. Y'ou think the Fede'ral (boverne'nt belongs to thle

pu'opht' just ns dto tlio State gov't'iiits?
Mr. WVnsow. I inelit to think so, air.
Senuator 10iuu, 1 dunhk that b'lid' is; getting kind (if pn.valeuit., atil

I enneur in% that. eoi'lusion. I think tlie Iwole on aill three levtels of
governmntI belong to one just. flthe it s thle other.

Senator MimiIr. I suggest, that. wot uised to think dlint, thy had
differet'tt respotitibilit it'.

Senator Kvmut, Oh, we used4 to think that. tiut great football tt'ms
of the coniiti-v were nll in fte Nort and Fast. But somet of that's
folks kniow dilferent niow.

Seintor Mfildumi We ugt't to think fithat.tn world wats flat.
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Mr. WILSON. I should like to point out two or three specific situa-
tions to leave with you.

Senator MILLIKIN. What I am really thinking about is in this child
field. My goodness, that has an intimate relationship to the parents
slid tile relatives and the neighborhood and the people at home and
the local governmental units. It is shocking to me that we have to
come to Washington to find a solution to those problems.

Mr. WILSON. Well, I think maybe with a little Federal money, the
States could come nearer fifiding their solution, Senator. And the
people are, I think, locally interested in it.

But hero is one problem that is facing us down there specifically.
That is this matter of children placed in.adoption. Now, we have a
State law that requires that a copy of all petitions filed in our district
courts to adopt children be sent in to the State welfare department,
and that the State welfare department has a right to go into those to
insure that the best interests of the child are preserved; that is, to
report to the judge, to give him a history of the placement, and so on.
Last year there were 3,415 petitions filed in Texas to adopt children.
Three thousand four hundred and fifteen. Out of that number
11 percent, or about 375, of those youngsters, were placed by licensed
child-placing agencies. Now, our own ittle division of child welfare
in those 19 counties placed 116 of those 375. So you can see the
problem that we have there. They are individual placements. There
is no way to control it unless we can get service. We have taken the
attitude that there is no use going out and condemning gray-marketing
in babies as long as you have no service to offer the people to offset it.
It costs money to handle babies. It costs money to place babies in
adoption. It costs money for maternal care for the unwed mother.
And she is going to make a deal with somebody, and she will trade her
baby for that sort of care. That is what is going on. I don't think
we have much right to condemn her or the public until we have a
service to offer. •

Now, in that child-placing field, there are only 40 agencies in Texas,
40 licensed child-placing agencies. That sounds like a goodly number.
But they are located in six counties.

Senator KERn. That leaves how many counties without any?
Mr. WILSON. That only leaves about 248 without them.
Now, these services get out into those counties Senator. They say

on paper that they do get into the counties with service. But it is
expensive, and the expense involved in giving adoption services to
rural counties is too much for a private agency to undertake. They
are not going to do it.

We have done our dead level best to encourage, rather than to got
into competition with, private agencies; to encourage the establish-
ment of children's agencies in, even towns that, it appears to us, could
do it. But again, it is expensive. They have to be financed. It takes
money to handle these babies and place them in adoption.

Now, we tried one little experiment that I would like to relate to
you, in El Paso County. As you know, that is out in the Big Bend
country out on the border of Mexico. fThat was the setting up of a
little program of preadoption study homes, as we call them. There
is a Salvation Army maternity home there, and these girls come in
from New Mexico and other States t' have their babies. The agree-
ment was that our little unit would place all the babies that came
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through that home. And it has virtually stopped so-called gray-
marketing in that county. Because tie hospitals, the doctors, the
lawyers, everybody else involved, say, "We will use your services."
Last year that little unit alone placed 51 children in adoption. Now,
that service ought to be given to some other Texas counties. There
are many other counties in about the same situation, that could use
it, and would use it with a little help.

The county is putting up a good deal of money out there, and the
city, for the operations of that program. And I would like to see
that. We would like to see that service extended to a few more
counties.

So much for the adoptions. Another big problem with us is the
licensing of these so-called private agencies, child-placing and child-
caring. There is a State law that requires that the State department
license, inspect and license, those facilities. Our last session of the
legislature passed a revised, I would say, licensing law. That bill
was written by the agencies that would have to live under its regula-
tions. The private agencies came in and actually wrote the bill and
pushed it through tholegislature.

We licensed 500 last year. There are probably a thousand others
that are not licensed, because we do not have funds to employ people
togo and do that licensing job.

Probably a more serious problem that I would like to leave with you
is the problem of Texas children before the courts. Last year our
courts had 40,000 children before them. A good many of those were
depedency hearings, custody hearings, and adoption hearings.

Senator KRnn. Could you tell us what percentage of those 40,000
were unanchored? I mean, that were not identified with some in-
dividual home?

Mr. WILSON. Were not identified with some individual home?
Senator Knn. Yes.
Mr. WILsoN. I would say 75 percent of them. These were just

broken family homes that they are coming out of.
Oh, you meant not identified with a family home?
Senator KERR. What percentage of them were not even identified

with a broken home?
Mr. WILSON. Well, not many of them, of course. Because, after

all, they have to be living somewhere with somebody.
Senator KERR. But I am talking about the parents. What per-

centage of them were not in the custody or care of one or two parents?
Mr. WILSON. Well, probably a small percent were not actually in

the custody of one parent. Probably they were with the mother, and
in a good many cases the father, but in a pretty bad home situation.

Nevertheless there were that many brought into court by the
police and by the law enforcement officers; not the social agency.

The CHAIRMAN. What age, now, are you speaking about? You say
"children."

Mr. WILSON. That would be a child from birth up to 18, if it is a
girl and 17 if it is a boy.

Row, 14,000 out of the 40,000 were actually placed in detention.
In other words, they were so-called juvenile dehinquents.

Senator KEnR. They were delinquent, that is, to the extent that
detention was imposed?
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Air. WII.SON. To that extent, yes. Now, the remarkable thing
about it, the stitt thing about it., 'is that we have a1 State law that
)rolibils placing of a juvenile -- and thlat would he t Ins group we are
talking about...in jail in Texas. Yet. there are only live counties
that have detention facilities outside the Counity jail. So tle only
recourse available to tl peace otieer is tle jail'when he picks tlj) a
child.

The Ci. n.Rn.N. What did you do wilh tile 40.000?
Mr. WILsoN. I don't know what happened to tiem, Slatom. They

didn't all comne to us, at fill. This is just court records I ]a I I ant quot-
ing to you now. I don't know what happened ito he childrell.

Stnitor Kliut. l)o you know wit happened to te 14,tt01111 that were
detimiled?

Mr. WVILSON. No, sir, I don't . Sime of thie were probably placed
back with their parents on probation. Some of tlhemn went. into our
training schools. Soie of then probably went into some of the insti-
tution.s. -

The CHAIiMAN. Nillt sort. Of trailig schools?
Mi. WILSOON. We ilalVe i triiiig school h re forlilatory, so-called,

for white boys, neglo boys, negro gis in] white girls. TheI population
of those schools would probably run in the nleigilioli'ood now of 700.

Sellator Ksmmmt. llch? Or till?
Mr. WILsON. No, total. That is the lowest it. las ever been; Ihat is,

in the last lualf or quarter of it cetilUrv.
The CAI.RMAN. Vhat are tihe ages in those detention homes?
Mr. WILSON. In tlue State schools?
Th0 CHiAIlMAN. Yes.
Mr. WILsoN. Thiat. would he our juvenile delinquents, It) lp to 18,

for tie girls, and lp to 17 for tit, boys.
The CHmAKIMAN. That is, not. beyond that age?

ir. WILSON. Tlioy are niot. conmiitted beyond that, age. Tlheyslay
there, of course, until thev reach their inajo;rity.

Sento~r MII1,IiKIN. If il peole of Texaswere informed, Its you
are informing ts, would the people come to Washihngton to ask ielp
here to get children out. of jail who were kept. there because of solle
petty juvenile delinquencv? l)o you think the people of your State
would not be perfectly willing to assume that, responsibilit.?

Mr. WILlSON. Well, it ias beeni laid before their, Senator, it good
many times; maybe not as vividly and not. as many ties as it should
have beei. But hero are theso rural counties--

Senator MILLIKIN. I understand that we have some of that in lily
State.

Mr. WILSON. You have that in other States.
Senator MmiILKIN. The same thought crosses my mind as far as

Colorado is concerned.
Mr. WILSON. And you would have the situation of there beiig

such a few children in X county out hero, that the county couldn't
afford to sot. that tip to handle two or three children.

Senator Knumi. I take it you are not asking for a spmeific law tore
for Texas?

Mr. WILSoN. No; we are in favor of one for the 48 States, that
would appropriate more money for-child-welfar services; more, even,
than this bill calls for. Because, after all, it is only $7,000,000 tider
the proposal. And that is less, as has been shown hero this afternoon,
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thai is spent. in Texas on ohi-ag' assistaic, in I monti. And this
$7,)00),000, now, is for the Nition.
The (TII.\luIM.\N. lhat is for ti' year?'MVll. WVILSON. For thet var ond foru thet Nation.
'l'lu, ('II.\IItIAN. NOW: tilt' soitil st-c'urity iopl ald other's hanve

stigested ilt''asing tlhalt. mlitiolitt to $12,It),0)t).
W\LSON. I thiik thilat is Hot too 11tei. Now, ill oUr 'i'exas

ltogram, St'illti', it, will take i an extra $11 t,t)t0t just to keep our
current operations goilig; lot to increastil the services, not to expand
thlin, bli to keep our cut'relit o0 rations going, after ,11ulv list..

Well, under tlie $7,0lt0t.000.-111- la t sslilling it wolld *he the sIntI1'
rat its te ilt fliiils allot ted now -..Texas would iolhly gilt ltr another
$1 tittt. Vell, $1 I ttt of it. wtuld i' gOllt itfort, w', start.
To go on with our delil(iieley situit ionn, thiert'e: Tiltare lit' only 22

colilt es ill Toxms that. h vl prolition otlicrs, only 22. il tilt t t;ltr
232. tilt' judge. lit, district judgt ill most casts, is tht, juv'enih, judge.
Ilit, is til J'n rohiltiol ohlicer, or hi depends upon voiluitters or
what little strtt't,\' call give him through tit dem'l entll. And
tli jildgt's art' coming illort 11l more It) us, and pressing us: "What.
sr\'V eall you, tlit )t'lmrtilt'itt, of lhliv Wtlfare, give through
Your i)e,-artnieint of ('hltl Wt'lfart, to us? Call you st'ttle these
,111's? (ill yoll st'tlth tI's, dtloni ar I)ltU'iihll N? Cll ou liell)uts in tihese,\ ;hihtrn that, arlt, inl troulet with thet law?";' ' 'And wo

cn't. \Vt, ( tlthe very hest, wt can, but it. is limited, and wo won't
lie able to hlp tillii 111nlh 1tlt'r lrestlt situations.

Now, I ciin st't', if w'e hld it competent . 0rson, thailt, l' coutl work
with hlf 11 it ltozil tlistrit courts in our rural sections. This kid today,
this ont' tolnorrow, al111 another one the next, day. And ho coult
render it ve'rv vialit, service. It. is not, being rtlllotred now.

St'nlitor ILLI.hKIN. Woulhl tile legislature ill your State he i11stnsilte
to What von are saying to us?

Mr. \WmIS.w. I think so.
Senator KVIL1u. I do not, believe he unoli'stood the question.
The CHAIRMAN. Thilat is to say, w-olhl tho legisltllre hi indifferent

t. it,? Would they oo anything about it, if you tol th'ii whliat, you
are telling us?

Mr. WILSON. nlily halve not. don't too much about, it.
Sellator ,ILIKIN. You have tolti tht'i?
Mr. WILSON. WVt hav' toli them; yes. Again, as you say, Senator

Kerr, these other naiters have more or ltss erowoll it, out. '[hero
was not, enough Inoiit'y left. when you took care of this other thing.

he CHAIRMAN. I 111 ciriouIs tO know what you haeh theso chil-
drei in the four schools. ''lire are several hulllretd of thtem. what
kinl of ')iii's' do you giv'e them?
Mr. \VHISO)N. 'lioist, scioos hlll)pt'll not to bt ulter ite dirt,ttion or

admlinistlratlion of the Welfare' Decpartment. Our last hgislature set.
III) a Youth )t'vlopnent Council, transferred thoso schools out of
our board of control, which is a physical agency, over to this Youth
Development Council, So what, will lo done iider the Youth De-
velopment. Council, I think, will be a grt'at. iml'oveme nt over the old
system. 'loev will lit more int&'trsted ii rthabilitating youngihitrs
and getting tht, m out and back into conmmulities than over before,
because they will have some staff, and the legislature did appropriate
additional money for thatt But normally, they get the three 1's,
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the academic subjects, of course, and a smattering of vocational educa-
tiol; the problem being that they are not there long enough to be
taught a vocation, the average stay in the school feitng about 11
months to a year. But it is just mass custodial eare in the main.

The CHAIRMAN. Well, that would be better than nothing.
Mr. WisoN. That is better than nothing; yes sir.
The CHAIRMAN. But you are now dealing with a group to which,

the distinguished Senator from Oklahoma to my right sugg't s to me,
should be given special attention. It may not be in this specific field,
but surely there is something that. could he, taught, even inl the average
of 11 months, in the way of real vocational training, that would re-
habilitate many of themu people and put them on their feet.

Mr. WILSON. The new approaclh that. the Yomth developmentt
Council is takin--they are just, getting going; after all, theLy only
came into existence September first. of last year--is to try to orientated
the youngster to a vocation and find out wlhat type of a vocation he
could enter, and then perhalps get into an apprenticeship method of
bringing him to the point where l6 can be taught a vocation. Now,
remember, many of these youngsters are 10 or 12 years of age. We
would hardly expect them'to go into a vocation as yet.

The CHAIRMAN. This should start rather early, particularly if you
want to do anything with them as to after life.

Senator Krum. Lots of them are 10 and 17?
Mr. WILSON. Ye. 'rio majority of that group are around 15 or

10 years. But that group, of course, is only, as we said, about 700
children.

The CHAIRMAN. I understand that.
Mr. WILSON. It is very small.
The CHAIRMAN. I understand that. But if the system did permit

you to put all of the delinquent children in Toxas or in an, other
Stat into some training school that would really give thlon an
opportunity to learn to (10 something, to become independent units
in the society, you might have a larger number.

Mr. WILSbN. I think there is a better way to do it, Senator.
The ChAiRMAN. Well, there might be.
Mr. WILsON. And under this new law, our State will be authorized

to do it. That is to place these youngsters in family homes, foster
homes as they are often referred to. let that youngster go to the
public school.

The CHAIRMAN. Yes, I understand that. I was assuming that
there was a certain number that you could not place in the homes.

Mr. WILSON. Yes. As to this 700, probably not. But I am con-
cerned now about the 14,000, prehaps, and what is to happen to them,
and what might be done to save them from going over to the school,
perhaps.

Senator MILhiruN. Senator Kerr, we have what we call the Indus-
trial School for Girls in Colorado, which does go into the vocational
aspecta.

Senator KERR. Your city of Denver' has one of the greatest voca-
tional high schools in the world. However, it is available only to
those children who come within tho classification of regular high-school
students. t

Senator MiLtLtiN. There is no aspbet of delinquency. It is not a
penal inatitutioV It is the direct opposite. As you say, it is probably
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one of tho greatest omperinoutts in education over made. But, I was
speaking specifically to what. the chairman was speaking of, said what,
I undtrtood vou were especially interested in: a vocat-ional education
to the delinglent during the tine that. he is in the institution.

Senator Klim. We are being asked for a larger appropriation.
The CHIIAMAN. That is right.
Senator K tii. To support that request, there is tieing described

the condition of t anincrewasing numlbr of youth who ueem to be reached.
The CI1AIUMAN. Yes.
Sn1oator Knitit. Solle of whoni ire in, families Nvliere additional

mone' will tke care of tieim; others of whoii are in famiihies whore
it is verv diflhult to take care of themi il tiny ovent..

Mr. N SOx. Monlie WOi't lawyer aS to sole of the.
Soatlitor KIIuIn. Maiv call lie lialidled in what. von call foster homes,

or by adoption into es-tablisheid and desirable family environlnnts.
However, in the processingr of that, great unber of youths tihere is
bollnd to be it very definite percentage who, by reasoi of lack of
attrnetiveness or chtracter development, it. would be very difficult to
place in that kind of al individual family unit, here whtil. tho ne10d
would 1)o availulde to then. And I live hoei hallpy to hav11 tlhe
opportiluity to discuss with the chairman lhe dovelolpneit of ani idea
whereby it increased aimOult of lioney, if it were decided to make it
available, could be used inl ti enco iire ,ent of the developnient.
within the State of that kind of a training environment that would
both .tiiizo tile character of thes individuals and give theln
vovitilial rinih T and directions.

Mr. WilisoN. 1liat is exactly what I aim trying to say, Senator
Kerr. You. have said it. very aptlv ad in vorv few words. There is
tlis hnervaing probhll of wltl, to do with oiir children and youth,
iuvonile delinquetils. A great deal of money and interest is going
into it.

Senator Kpatit. You said that. the lrovision of this money by tlo
Federal Govornuuit, will inspire and encourage the Statos to leach
out and expand their elfort..

Mr. Vit.tioN. I think it wouhl.
Senator K.aut. What would be wrong with providing a part. of that

money on a l$s that, vould be availablo only if the States did respond
with such a program in that field for that limited percentage.

Mr. WXILON. There would 1)0 nothing wroug. In fact, I think it
would be one of the greatest things that. could be done. I think we
have this educational program, hero, of getting over to the people,
first, the problem, and then tile ways of attacking it.. And you don't
attack it after the youngster is before the court. and already, perhaps,
into delinquent behavior. You have to get a little back of that. And
one of our State Senators made this observation the other day. lie
said:

Wo won't get very far, iii ay oplitloi, his dethtaqueiuey problem, iitil we
have an enllghtemnid and educated lwaeo otlleer staff.

el told the story of a peace officer and a youngster who had been
accused of stealing an automobile, who hapl;ened to he playing on a

itgI school football team. And the peace officer, going on to the
fiETl whei thi game was on, yanked that youngster out. and arrested
him. lie said, "If that youngster isn't a delinquent, Ite is well on his
way to being one." That, is what lie meant by a training program of
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some kind for peace officers. We have done a little along that line
in the State. We had an institute, with sone 135 people throughout
the State; not all peace officers, of course. The State Department
aid some experts to come in an1d lead it. If we had funds to go and

hold those sorts of institutes or in-service programs, or whatever you
want to call them, with a more limited number, with a more intensive
job being done, I think it would be one of the best things that could

e done in getting over to the people who have to handle these young-
sters at the moment-and that is your peace officers; they are the ones
who piek them up-something about the methods of handling children
and what can be done, something about. the resources that are avail-
able when thlev piek tip a 10-year-old lby in their town, and what
they can do. *

Senator KFaut. I think you said that the great majority of the
counties of your State have only the county jail as the plaice where
that bov would pobably land.Mr. Wii~soxr. rYes.

Senator Kimu. And the shock of that experience is bound to be
detrimental.

Mr. WILSON. 1 have talked with a great many peace officers who
have picked these boys up, all the wayfrom a constable up to n hard-
boiled Texas Ranger. And the Texas Ranger said, "Give me a
2-gun-toting bandit to go after, and not a kid." They don't. like to
handle them.

Senator NIILLIKIN. Do you have a juvenile court systean in Texts?
Mr. WILsON. Yes, sir; with pretty good coverage, the type of

system depending upon the population of te area. I think we have
11 or 12 laws of that typo on the books.

Senator MILLIKIN. 1 will put in a phlug for my State. We were one
of the leading precedent makers in that field, under Judge Lindsey.

Mr. WiLWON. Yes; you had a good program out there. 1 am familiar
with part of it.

Gentlemen, that is all the time I want to indulge of yours. You
have been patient, anti I thank you.

The CHAIRMAN. We thank you very much for your appearance
here, Mr. Wilson.

If there are no further questions, you may be .excused.
We will recess now until the morning at 10 o'clock.
(Thereupon, at 4:15 p. m., the committee recessed until Wednesday,

January 25, 1950, at 10 a. m.)
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WEDNESDAY, JANUARY 25, 1950

I T
NI.~t) STATES SENATE,

CONMMT'E ON FINANCE,
lI(1$hiflflbhf, D. (".

Ihie conmiitteo net at 10 a. in., pursuant to 'eess, in room 312,
Seiate Ollice Building, Senator Walter F. (worge, chairman, presiding.

Present: Senators George (chairman), Connally, ],utaq, Kerr,
fMiilikin, Butler, and Martin.
Also present: Mrs. Elizabeth 11. Springer, acting chief clerk; and

F. F. Fauri, Legislative Reference Seryice, library of Congress.
Senator 1K:iiit (presiding). Thi committee will coniie to order.
We are to hear Iliit. this morning from Mr. Robert. P. Wray, secre-

tary of the Department of Public "Assistance of the State of P'ennsyl-
van ia. Is .Mr. Wrav here?

.Mr. Wray seems not to be present.
Mr. Whiiten, would you want to come on at this time , then?
Mr. WHlTTYN. That would be perfectly all right.
Senator K'rm. All right, Mr. Written, you may proceed.

STATEMENT OF E. B. WHITTEN, NATIONAL REHABILITATION
ASSOCIATION, WASHINGTON, D. C.

Mr. WnxTT.. My name is E. B. WVhitten. I am e. ecutive
director of the Natioial Relhbilitation Association.

The National Rehabilitation Association includes in its membership
practically all the professional workers in the, State-Federal rehabil-
tation prograni, a la rge ercentage of the professional rehabilitation
workers in the Veterans Adminstration and private rehabilitation
agencies, thousands of physicians associated with chronic disability,
and many others who are interested in the problems of handicapped
persons without having a professional stake in programs for their
benefit. We fully believe that we represent the people who have
the best practical understanding of the problems of handicapped
persons. This understanding has conic from day-to-day work with
the disabled over a period of many years.
. Senator MILLIKIN. flow many members are there in your organiza.
tions?

Mr. WnitrrF.M. Approximately 14,000.
Let me say, here, in connection with that question, that in our

testimony this morning we are not making any effort to speak con-
cerning the bill as a whole, but only concerning those specific sections
that have to do with the permanently and totally disabled. That is
the group that we feel we can speak about with some authority.
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The State-Foderal program of vocational rehabilitation, operating
under Iublic Law 113 of the Seventy-eighti Congress, lins for its pur-
pose the rendition of any service to the physically or mentally im-
paired adult which will result in his becoming eiiployable. These
services include medical diagnosis, medical treatment and surgery to
remove or suibstintally reduie a disability, cotuseling, vocatiomal
training, placement took and equipment, and placement. Relhabili-
tation was completed for over 58,000 persons during tl tiseal year
ending June 30, 1949. A comparable program for disabled veteratis
is administered by the Veterans' Admiistration under Public Law 16.

Senator MILtIkIN. Does Publio Law 113 have any limitations as to
age?

Mr. WHITTXN. Work ago only.. In other words, it, does not. say 15
years of ago or 10 years, bilt is applied if a person is deened to 6e of
work ago. Therefore, if a State has a work-age limit of, say, 10, that
is the limit in that State. There is no other limit except the feasi-
bilit.y for work.

Rehabilitation workers have long recoguied the need for a sstem
of public assistalnco and insurance for persons so badly disabled] that
they cannot be rehabilitated with available knowledge and facilities.
While most States have some sort of assistance for such Iople, in
man States ti programs ire wholly inadequate, and as a result, many
totally and permanently disabled people live under deplorable (Oil-
ditions.

We believe that the over-all policy of the State and Federal Govern-
ments as related to its lmdicapped citizens should bea, first, to en-
courage disabled persons to rehabilitate themselves, by making avail-
able to thlem services and facilities that, will restore ilenil to gainful
emiployment ini the shortest posible tine, and second, to provide
insurance anti public assistance to those who cannot. be rehabilitated.

It, should be borne in mind at, all times that. the great majority of the
so-called totally and perniumetly disabled could he rehabilitaied ilto
full or partial employment, if facilities and funds are made available
to implement present knowledge. "

Senator Kmm . Tell us, Mr. Whitten: How lany such disabled
persons are there now, either being assisted 1)y your. or some other
program, or who are not being assisted? That is, o you lave informna-
tioi as to the total number of such disabled?

Mr. WHI'rr .N Well, we could make estimates, and I am sorry to
say that I think almost any figures given would have to be in the form
of rather broad estimates.

Senator Kamw. Give us a broad estimate.
Mr. WmTTEN. The Office of Vocatiomd Itehabilitatiomi estimates

that there probably are in the country today abotit 2,000,0)0 peolplo
who are so badly disabled that they need rehabilitation services it
order to be made emi)loyable; and of that number a considerable
percentage are so bal disabledd that they cannot be rehabilitated
utder present conditiplus. That numIberT probably might reach close
to a half millioli peeplo.

Senator hiui, T y clanot, he, Iindet' )r'selt circumstances?
Mr-. WlI'rTbUN. I'der present ci'cumistallees.
Senator KKim, Woulh you sath thtit !he other 50 percent aro

presetitlt being reached b;y one or another presently operated pro-
grain? "
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Mr. Wlr'r-rN. No, sir; they ro not.
Senator MAUTIN. Mdy I 118'k It (1ut.tition, there?
Senator l,;,iii. Senmat o M martin.
Senator MAIiiN. What lperetage of those 2,000,000 Oare disabled

vot erns? 0Or does that include thlon?
Mir. WUrnN. That .tios not iiide th di(hiembl voteran.
Senator MAITIN. Thefti do you havO aly kuowledgo a1 to the

(p)roxilnoto uii hler of disalo4l vet r11s1?
kir, \Vll''r ,. I cannot1 141N off-hlulid. T''y fire it. iii'hiiiled in

tilt, gelierll sttiis gatlherel for this purposJ, b0 41i11180 of tho fact.
thatt tiltey, ll' taken lcare of unher the N vetrais' Administratioln pro-
grams nihid would not be, probably, recipielts of aid of this kind.

Senator )\]ILIKIN. Mr. ("htairtlinl, tIily A tiak it questioti, phlas?
Senator l i ti . Sealor Millikin.
Soltor lMu.LIKIN. Can you give us tl example that, will trace)

through tile kild of work tlltt ,ol do? ].,it 11s Isllo tllt Jol I)oo
finds hiiISeif totally disabled. Under what, circumstlces does his
cams cotot to tho atteltioll of lhe woikrs \vho tar iii your orghlliiz.atioil?'i'h~eii \lhit do tln'v jiroeoi to do? W\Vhe,'e does the ioiyiOli~cle fronu?

How does he get reial tlhuated? How does Ito get pulled in it job?
'Mr. II ITlEN. I will bei' gilid to give tll ilhIIst I'M ion of thlit.
Senaitorli Kni, Now, ill givig t illstrlitio~i, will you tell tlho

conlilit tet whether you are spell kilg of at p'rsoii iow l)eilg reached
1llidtlr the prograiu of voctlia l rl'lilitatiim, or whietlher it, is one
not reacalhie throtgh that, program?

M'. WI'T' .EN. All right.The frs, t illustration I will five will Ito one that,. ifts b relhabili-

t.lted tidr this Wprogril, to s low the til irolieh tint. is u1sed,
Setator KEmItJ. You a'r tlkiig now lilut Pliblie Law 113 of the

Se'ollv-eighthii Congress?.
1\11'. U VIlI'Ii'N. ThatLII isl right.

Senator MmlLIKN. Start, out, if you will, from ti' begiuniig.
Mr. Wim'ri,,rN. I will take a case andl climai!i tlhe boy's name find

call Wli Tl' Jon's. lie is at youiig 1111111, marlried(, with two c'hiludreni,
who had11 been working for 2 yviears Is at ('oliliion laboert ill at siwillill.
Iiall accletidenit, he wits hioribly burneiid 1 so badly that, both kneies were,
contracted tot tho point whero ho coul not, walk. Ito wits treated
by his lou'ai doctor, and after the local doctor lhad done oeverytiig thkat
could lie done for hili, still wi'ts not abto to i'egliii nlly't
At. tlhat stage Ieo wits referred to the Division of Nocationail
Rehablilitation.

Senaltor M 11.1.1 KIN. IlAI. W08i 11is 1i1111611('ik ititti it t1,1hat, t-imIe?
Mr. WITTEnN. We(ll, lit, the( time~k of his referral, the famllily Wats

ilrawitiF aid for dependent childrenl from ll l llblie atsistalico division

inl thet State, andi thnat was liing slupplemeted' liy ltrell culitribuitions
inl the nieighbiorhood.

Now tis votingi manl wVis counlseled( by it v'(iht iolihil-rell "tit ilt ioli
counselors', w~"o se'ured cohillleto iiiedlical diligilosisi "ld found tihat
plastic surgery would li ece(essary, probably several prnoved iIru's, inl
order thait, this young fellow could woi'k aptiiu. After hie found that
out, after talking With thet family anlivbing iner it. wvis all right aill
thet way around, ltoe helped thlit young fellow gilt, (te surgery andl tho

Senator MII.1.KIN. Yiu arc, talking about, tile doctor?
00S05 -5tV--. . -8
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Mr. Wurl'rFN. No; I an t lkiug nbout tho voca ional-- ahhilit fit il
Coullselor. ile helped him to get, thl Service that was nie snry.

Now you asked tilo question Ii while ago 11s to wlere the m1onley
cones froln. It is a Shtte-Federal program, iul which the Fedle'rtil
0overnient is now participating to the extent, of about $2 to tlho
State's $. They are doing that. by Virtue of i lawN- which provides
that teho Federal'O love inent p11V ill administrative, guidalnice, am1d
supervisory cost, and 1imatch S!tate ft1ds for care services 51) .50.
That makes about $2 to $1.

Now, in going on through, when this fellow retuiurmd from tlho
hosplital---

Senator MILI,0KI. Let. i get. hint into tih, hospital. 1,t, u tlike
him out. of tho sawmill and put. him into tlho hospital. ihow did he
get into the, hospital?

Mr. WVlr rrTn. After his eligibility for services hnd been determined
by tiho Vocntiolal RIehabilitat ion lN)visioll, tle divisionn coitcted a
doctor ail a hospital. hi other wori', the States have pliils of
ihysieuis tllit are approved for special services id they also hiavo
Iositals oil their list with whih they haoe speciie contracts. So it,
becones routine, then, to refer tho iersoi to al approved doctor of
his own Choice.

In other words, the Rehabilitation l)ivi.ion lols not aiteit.i, to
dictate the doctor that is used, but, they do say it nnuist, be i doctor
that is approved for this particular kind of wo;rk. And the l hospital
also iias to bie plproved as being on1o that, is capable iof rendering the
kind of service tliiat is needed for the pirticulhir client..

Senator Kmitn. Alid tle client then lias tile choice among those
thus acceptable?

Mr. VIIITTEIN. That is correct.
So, after this arrangeiemt iis nido, the person isA ordered to tle

hospital. 'i'he relation with his doctor is juAt. as if the Riehbnilitltiol
Division was not paving the bill. lit other wordhs, there is n1o effort it
all made to interfere with that relationsAhip. The rehabilititiol
counselor tells hin, "Now, we have iade this service available to you.
Tite doctor is thle b-.oss.". Well when the doctor says lie is ready for discharge, lie cones out.
Aid, of course, the hospital and doctor bills are pail in duo nurse, on
the basis of a fee schedule which is approved hby tile agency in lidvaineo.

Senator MILLIKIN. All light. Now, what .happens to the fellow
while lie is in tile hospital? L t us take this case that you tire talking
about, How long is he in the hospital in that kid of a case? WlTat
d0 they do to li while lie Is in there?

Mr. lViurrN. Well, under tile law, hospitalization call not b
provided for moro than 91) (a , the purpose of this being to keep
the divisions from getting into any general Inedical-eare lrogrnins.

Senator MILLIKI. Yes?
Mr. WiTrigu. Now, in this particular case, the boy was given a

series of three plastic operations, which removed the sear tissies from
the back of his knees, and whiih graftqd, then, good skin there. lIo
was in the hospital in this particular ee close to 6 weeks.

Senator Kuan. In the three operations?
Mr. Wnirtsm. In the three operations; that. is correct.
Senator MILLiu. With all tihot traction devices to help him get

his lep limbered up?
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'Mr. VuTm'EN. It did hlijijieii that hei had to have the1, leauls,
he had beent .so mlg with his logs vonltracted illt it. wa.s lnecessary to
tiso weights nnd Iole or ess forve his logs into Isitlio1.

Senmtor NIuAKIN. NOw wO' have got his legs so that. they are
1111lh. ilow (lotes he get. a job?

Mr. lV1t-ir ' 11. Whlen he cal1, oitt of the hoSpital, he waS Mhe to
walk, hut. it, Was soon found that. it was not nppropiat for him to
return to tile saute kiud of work that h was doing, tlt, work as a
Von11non laborer il a sawmill. Now, the counselor, in\ working witi1
him, found that.l this boy had Alway's wanted to ho an iultomiobile
uiechmic, lut h, had uutarried early, au11Il he had never lie ,i ahh, to
really gt an o)lportiunitv to do that. And the counselor thought it.
wns worth while to Irv tis. Testliug indicated that it. was an nlppro-
prite choice. So let wis senit. to a trade school and was taught
aotuillobile 1iechtlliats.

Seat'or MihhKiN. \\h0 plut up til' dough for that?
Mr. WHITrEN. itder the law the State can put p111 What. is n1eces-

say. Tin other word, tuition is free to everyone, hut, for instance, if
his hAd had to ho paid whilh lhe was receiving ihe service, that would
he dole on a lneds hasis . lI this particular case the lehabilitatioun
1)ivisio11 had to pay it. all, for he had nothing, ald his family Was still
oit relief.

Se'n1ator Mi1.. l IN. Yes.
Mr. WuIrrEN. Now, after li, conjiieted h1is training, the rehabili-

tation counuelor had no trouble, at all in tiidiug a job for hii as an
atutoilohile Imechnlic.

And I would like to say this, which we got a great deal of pride out
of: You may havo realized that. this is a case that I had personal
experiences, With. That, voul fellow was ahh, to go to (t) welfare
ofhie in his particular county himself and tell them tlat he no longer
needed th, assistance that had heen givemi himu for his children. I saw
that. young mai appear before a Rtotary ('fli at.. Tupelo, Miss., a ew
y'ars ngo to testify to what such a program had nleant, to him and to
his children. 1 Iv vns proud of the fact. that he no longer had to be a
recipient of relief.

Senator MlilKIt. Tl'hank you very much.
Senator MAariM. Might, I ask a question, there?
Senator K].i:mu. Yes, Senator Martin.
Senator MArIN. Tli is in I way critical, but there is a great

teal of feeling that, the adliuiistratioi costs are rather Ieavy. I note
that you stated that, it will take $3 as the base; $2 of it i; from thOe
,'edral overnnment aud $1 from tho Stato Government. But $1

is for supervision anud things liko thit.?
Senator Kmaum. Overhead.
SeIatOr MAiTIN. Overhead. Now, that is one-third. 'hat. is

d39 percent.
Mr. WIITTEN. Yes.
Senator MAirTIN. That. Smeemis to the general public rather high. Is

there a1i\ explalation for that?
. Mr. WIim'rs.j. Iam glad you asked that question, Senator. There
is. In rtlijari to this work in rehabilitation, it, is to a oonsiderablo
extent, a purely ase-work proposition, with individuals. It other
words, there has ever been found any satisfactory way to rehabilitate

* these peoplo on masse. In other worts, you cannot organize a class
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and have 15 people, for instance, to train at once. You cannot apply
that approach.

As a result of that, a counselor iii the country as a whole has be-
tween 100 and 150 cases on his books, people he is trying to serve.
And he has responsibility for the entire process from the time the per-
8031 has applied to him until the person has been employed long enough
that there is a reasonable expectation that ho is p riuanenttly em-
ployed. So it is an individual case-work basis.

Now, I think it is encouraging that those administrative costs have
been redticed-or rather, administration and guidance costs, for most
of it is vocational guidance. The purely administrative cost is only
6 or 7 percent. And those costs have been reduced as case loads have
increased, and also as the individuals working in this program have
become more skilled in the method to be used.

But I think I can say without any fear of contradiction that the
amount or the percentage spent for idmiWistration, supervision, and
guidance will always be what you would call relatively high as coin-
pared with other programs where the main job is just the distribution
of funds.

]For instance, in public assistance, they probably hold administra-
tion down to 6 or 8 or 10 percent. But that is just more or less dis-
tribution of funds.

Senator KERR. Or less?
Mr. WuTTsm. Yes; or less.
Senator MARTIN. I would like to ask another question. We were

all very pleased to hear about the case that you used as illustrating
what the work does; that is this case of the young man who became an
automobile mechanic. What percentage of failures do you have inthe program? .Mr. WHTTEN. Among those people upon whom money is spent,

the failures are about 4 to 5 percent. Now, I made that qualifying
statement "upon whom money is spent," because the first job that a
counselor has is to determine whether the person really can be rehabili-
tated. And we try to avoid wasting money on hopeless cases.

Senator KERR. Lot us say that you try to avoid spending money
other than for maintenance on cases that seem to be such that they
cannot be rehabilitated into self-supporting status.

Mr. WHITTEN. Yes. Under the law the rehabilitation people can-
not spend their money unless there is a reasonable expectation of em-
ployment at the and of the job.

Senator MILLIKIN. And your percentage of failure, you say, is how
much?

Mr. WHITTEN. It is less than 5 percent of those upon whom moneyis spent.
senator r KxRR. For what purpose?

Mr. WHiTrEN. Yes. Now, that is not counting the ones that, of
course, cannot, as it is determined after investigation, be rehabilitated
with present facilities and knowledge.

Senator KERR. Is it your thought that a really high percentage of
all such disabled, if more adequate finncial provisions were made,
could -be rehabigitated into sal-tfupporting individuals?

Mr. WHirrEN. Yes; we believe, that. But when I say that, I
,want to mAke it clear that it will be a long time before the necessary
facilities and trained peroonuel woul4, be available for that purpose.
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What I mean is this: If Congress today appropriated what you might
call limitless fluds for vocational rehabilitation, the job could not be
done the first year. In other words, it is something that we have to
move into gradually, as personnel is trained, facilities are made
availableI and knowledge is increased.

Senator Kumit. Senator Millikin, I believe, asked you for two
examples and you have given us one.

Mr. Wun-rEN. Yes. Now, you want an example of one that
-could not be served? That was the other one, was it not?

Yes, I am glad to do that, because these things tug at our heart-
strings a great deal, as you may imagine.

Senator MIIKiN. May I ask you a preliminary question? Is
there anyone who qJualifies under your standards for this rehabilita-
tion program who is deniet the benefits of it because of a lack of
money?

Senator Kmnu. As presently operated?
Senator NMLlIKIN. As presently operated.
Mr. WurrE'rN. The only limitation is where a State finds it does

not have the money to do the job, and therefore has to make the best
-ise of what funds are available.

Senator MILLIKIN. Well, is there a large backlog of cases of that
'kind in any part of the country?

Mr. WHITTEN. There is. I think we can say that that is the case
in virtually all parts of the country.

Senator MILLIKIN. So that there is, in effect, a discrimination
between those who receive the treatment and those who are qualified
to receive it but do not receive it because of lack of funds.

Mr. WilirrEN. I think that is a fair statement to make, yes.
Senator MILIIKIN. Then out of your whole load of cases, how do

you choose those who will receive it and those who will not receive it?
Mr. WHITT'EN. Well, each State determines for itself the exact

procedure that will be used in selecting its cases.
Senator MILLIKIN. I mean, how (ho they solve that problem?
Mr. WHITTEN. Now, sometimes it has to be a kind of a brutal

proposition. For instance, we had a regulation in our State that the
young would be chosen in preference to the old; that if we had a
05-year-old person apply and at the same time a 30-year-old one, we
felt that we were rendering a greater service to the country by rehabil-
itating theyounger one.

Senator ima. What was that State?
Mr. Wir-rmN. Mississippi is where I was from. I think practically

all of the States use that as one criterion.
There, again, the severely disabled are taken in preference to a

person who might not be so severely disableml. Now, that is always a
difficult problem, the matter of aetermining just how disabled a
person is.

Then, the more severely disabled are chosen as against the less
severely disabled. That is one of the main criteria. For instance,
we have people apply for service who have just heard about rehabili-
tation and a fellow maybe has just two or three fingers off, or some-
thing like that, and though he does have disability for some purposes
very frequently he does not have to have any rehabilitation money
spot on him. And on the other hand, we have many of the other
kind that we serve. Those would be two of the main criteria I
would say, in selection.
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Senator KuNi. I understand you to say that at the present tine
the various ageneies are probably reaching half of those that could and
should be reached.

Air. WuI'rEN. That was not what I meant to imply. I dlo not
have tot) much confidence in figures ol that, but the Federal Security
Agency has to the best of its judgment determined that. at iaxilmunt
we ought, to be rehabilitating around 200 to 250 thousand a year,
whe'ro now we are reaching 60,000 a year. h'liat ,voutld be cie'wr to
one-fourth. Now, thero again, I would say that if you gave us ti-
limited nioney wo couldn't handle that 25t).000 next year.

Senator KIlti. 1 understand. Now, in order thai. we 1tiv have it
better idea of your opinion of the job to be done, give is your estimate,
based on your experielco and observation.

Mr. WiIITEN. Well, I think that is prett • close to act'llate.
Setnator KIum. You think (hat. is pos-ibly ace tllte?
Mr. WitI'iM.N. YeS. For instance, we fund ill Sote lprojeers that.

were carried oi in arrow se letts of tile population that thero are
7 to 14 adults Iper thousanI in the general populat ion that need
rehabilitation services of some kind.

Senator lmun. All right.
Mr. WIII'irN. Now, back to this cast, that %voiU wanted to hear

about Senator. I relnemler hiaviiig a father brIing a otnlllg ghi into
ily AflTe, a otllng g irl who waita suffering from (erehlal palsy. Slit,
was tolst pitiful to ok at. Slit' had a good tilld, we foulll, 1lloil
investigation, but her body quivered and shook so severely with that
dreadsci maladv that aftet fll deliberation We just decided] that, there
was nothing that could be done for her that. would result in herenw~loyient,.

Now, I could give many other illust rat inm, blut I want ed to meint ion
that, bteallSO that has leell one of tht' lglected groplS of I)eoPh,.
It is not a group that (lan be handled tilost effettively as adults. It
is it group that. is going to have to be improved as elhidren, because
thoy can be improved as children; but they cannot bo improved nmuclh
as adults.

Now, we do rehabilitate quite a imbor of these peol)le, and unless
you have )ersonally observed you woult probably ho 1uri)rised at
low many of theso peol)le that you would asqume.aro uneml)loyablo
are actually workin ad making a living. Yet t-hore are many of
that kind that the Stato agencies just cannot deal with effectively at
the present time.

Senator MIMAKtN. Thank you very nuch.
Mr. WItlE'rN. I shall proceed, tlel, with my statement.
The country needs many additional rehabilitation centers aind

sheltered workshops for the severely disabled, .imiproved program
for the home-bound disabled, and fuids to carry on tho rehabilitation

,programs.
You showed an interest in facilities it moment ao. I walt to

mention that at Fishersville, Va., operat'ed by the tate vocational
rehabilitation division, witi the cooperation of the medical school of
the University of Virginia, there is one of te finest such institutions
in tills country, a real rehabilitation center. And it would be most
enlightening to anybody who has not observed activities thero to see
what can be done with severely disabled people, where you have a
real team of rehabilitation experts, physicians, rehabilitation coun-
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sehl,,s, therlfiSS, limhi lillker,, auld SO forth, fill wol'king together oil
tsics, tipcohle,. And tle lust. I hcird, of 200 people in tint t t,1entt r
Illoh't 11111 5it) were wlielchiri elises, every out' of wioitl, it lipj~pli5,
Ca ad will he rliilbiitiltd.

Svltot' li..it. And will he self-supporting?Mr.\VTI.n.T'hlit is right'.
Slliltor KIi, ,ii. Whteie is this iust it lit iolt?
Nil'. \\'V,"rT.N. At Fishcrsvilh,, Vii. Tlit is just uat of NVilyllesholl)

a few miles.
Seittor .KI.ilt. Is tihat StltIe ill, t illlit Oll opetled ill plirt by

Federal anud in port, by Stte finds?
NMr. \\'rri.N. Weil, ihult is right. 'lhe way the Federal (ov.r.-

ileut prticii ts in it is through J)iyillg fo' Il't of the ease service
cost ill tihe iustitlit u. III other words, t(h' i11st tutiou, you woh|
say, is self-sliptirtiuig by virtli of the fees thit are paiid hby the
retutbilitt1io1 divis-ion. a11d the Federal G(overiieuet porticiltths ill
thalt.

Seuato' Kmot. But till, institution was provided by the Stlte?
I rt'. WV t'II 'N . ' llit. is righ t.

With the liout inutd development of rIlhlfilitttiol programs and
facilities, tilt, lrtuiiiniieit peitsioning of mny of our disab Td Will be

ntnnecesstlry. Tf'his seeiis tlit' truly Ainerican way, since fily citizen
worth his salt would Irefer self-support to a Goivernmut. pelnsion.
A propsol uiiov hefo'e ('ongrss (S. 2273) would help to hlii've this
goli. It. should be stated wili emphasis tln1t every dollar expended
oil rehlbilitation will save untold dollars il peilsiouts in) years to come.

WIe say without hesitition, then, tlht aly legislation setting ui
insurance or assistance lprogralus for the totnily an1d lpermanllltly
disabled should include vvery possible provisions to encourage the
rehabilitation of these people.,

Senator Kinil. Do you feel that the provisions of II. . 6000 do
that?

Mr. WiiTTE.N. No. I am going to make sotmo suggestions later
in my stateluent.

Senator Kemut. All right.
Mr. WimVrrEN. In fact, we believe that whatever law is passed

should express the intent of Congress, in uo uiertlain terms, tnt. no
disabled person should be pensioned if he van be rehabilitated into
gainful employment. Emphasis upon this philosophy in the law and
in the administration of the law during its first years can result in a
tremendous difference in the cost of the program over a period of
yoars and at the same time can strengthen the econoi and social
fiber of the Nation.

Senator MnmhKIN. What are the provisions of law at the present
time whereby a young man can be penusioned?

Mr. W111rTrsit. At the present time there are none except in State
law; in whatever State such laws exist.

Senator MILhKIN. That is what imtpelled me to ask tlhe question.
I was not conscious that we were contributing to any pension systemfor you11g people.,

4r. NN, mTrEN. That is correct.
Senator KEnn. I think he refers to the provisions in It. I. 6000

which, as I understand, you feel might result in the development of
that situation.
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Mr. WHITTEN. That is right.
We make the following recommendations concerning the legislation

now before the committee:
1. We approve heartily insurance provisions of H. R. 6000 which

require the Administrator to provide examinations for the purpose of
determining or redetermining disability and entitlement for benefits
((d), p. 91) and give the Administrator the authority to refuse
grants or cease grants to individuals who refuse to submit to examina-
tion or reexamination or have without good cause refused to accept
rehabilitation services available under the Vocational Rehabilitation
Act ((f), p. 93). We believe the bill would be further strengthened
and the purpose of the Congress made 'unquestionably. clear if it
included a statement of policy such as is found in section 209, para-
graph B (p. 85) of H. R. 2893.

That, as you know, is the bill that I think the House committee
used as a basis for its discussions, and it is merely a statement of
policy. I intended to bring that vith me, but I do not have it.

Senator KERR. Will you provide it for the record, Mr. Whitten?
Mr. WHITTEN. I surely will.
(The material to be supplied follows:)

These amendments to H. R. 6000 are recommended as necessary to assure that
the rehabilitation concept shall pervade the administration of permanent and total
disability-insurance benefits (sec. 219) and aid to the permanently and totally
disabled (see. 351).

In section 219 two now paragraphs be added:
"(f (2) The Congress hereby finds and declares that rehabilitation of disabled

individuals who are or may become entitled to benefits for extended disability
under section 201 serves at least three very desirable purposes-it promotes the
welfare of the individual, conserves the assets of the national social-insurance
trust fund, and increases the potential economic product of the Nation. It is,
therefore, .the policy of the Congress that the Administrator, to the greatest extent
practicable, shall attempt to rehabilitate and return to the labor market disabled
persons who are or may become entitled to benefits under section 201 by reason of
extended disability."

"(f) (3) The Administrator shall make provisions for furnishing medical, sur-
gical, training, and other rehabilitation services to disabled individuals when it
appears to his satisfaction that such individuals are or may become entitled to
receive benefits for extended disability under section 201, if he believes such serv-
ices may aid in enabling such individuals to return to gainful work. The Admin-
istrator shall, in furnishing such services, utilize the services and facilities of State
agencies (or corresponding agencies in the case of Territories or possessions)
cooperating with him in carrying out the purposes of the Vocational Rehabilita-
tion Act, as amended, and shall reimburse such agencies for the cost thereof
(other than so much of such cost as is included under section 3 (a) (4) of such act).

NoTE.-It is not intended that the State agency would establish its own
rehabilitation program.

"There is hereby authorized to be appropriated for each fiscal year from the
national social-insurance trust fund such amount as may be necessary for the
purposes of this subsection."

In part V. section 1402 (a), State plans for aid to the permanently and totally
disabled, the following paragraphs be added:

1. "Provide that in any case in which an Individual has refused to submit
himself for examination or reexamination in accordance with regulations of the
State agency administering the plan or who bas without good cause refused to
accept rehabilitation services available to him under a State plan approved under
the Vocational Rehabilitation Act (29 U. S. C ch 4) after being directed by the
State agency administering the State plan to do so, said State agency may find,
solely because of such refusal that such a person is not a permanently and totally
disabled individual or that his disability (previously determined to exist) has
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2. "Show evidence of an effective cooperative relationship with the agency
or agencies adininistering State plans for vocational rehabilitation approved
under the Vocational Rehabilitation Act (29 U. S. C., ch. 4).

3.1 "Provide that the State agency shall, in determining need, take into con-
sideration any other income or resources of an individual claiming aid to the
permanently and totally disabled, except that the State agency may (in making
such determination disregard such amount of earned income, not to exceed $50
per month), as the Stato agency, administering the State plan for vocational
rehabilitation (approved under the Vocational Rehabilitation Act (29 U. S. C.,
oh. 4)) certifies will serve to encourage or assist the disabled person to prepare
for, engage in, or continue to engage in remunerative employment to the maximum
extent ractical."

oTF.-It is intended that the exemption be made available on an in-
dividual basis to persons undergoing rehabilitation.

In part V, section 1402, add (e) as follows:
"The Congress hereby finds and declares that rehabilitation of disabled in-

dividuals who are or may become entitled to benefits for extended disability
under part V serves at least three very desirable purposes-it promotes tile
welfare of the individual, conserves the funds available for benefits, and increases
the potential economic product of the Nation. It is, therefore, the policy of
the Congress that the Administrator to the greatest extent practicable shall
encourage the agencies administering State plans to cooperate with State rehabili-
tation agencies in attempting to rehabilitate and return to the labor market
disabled persons who are or may become entitled to benefits under part V by
reason of extended disability."

Mr. WrTT.N. The importance of firmly establishing this concept
at the beginning of a program of insurance for the totally and per-
manently disabled is sufficient to fully justify the inclusion of such a
statement.

Senator KEnR. Do you not think, there, that the term "totally and
permanently disabled" is misused?

Mr. WrTTEN. Yes. And that is going to be an administrative
headache, of course, in the administration of any program of this kind.

Senator KERR. I believe the Senator from Colorado yesterday re-
ferred to the fact that that language may have crept into usage in this
discussion by reason of its having been in long usage with reference to
insurance or compensation or damages, and so forth. You feel that
that language should be changed in such a way as to show that this
legislation is for the benefit of those who are disabled, whether totally
or permanently? In other words, the whole program that you are
talking about goes to the thesis that those that are disabled do not need
to be permanently disabled, and those who seem temporarily to be
totally disabled do not necessarily have to remain in that status?

Mr. WHiTFrN. Yes. I have not thought through any change of
wording. But I think it is most important that that concept be in-
cluded in the bill and that the wording be such that there is no doubt
of meaning. Of course, we all have had the experience of finding a
person that an insurance company had declared totally and perman-
ently disabled, and finding that he was rehabilitable to the full extent.
And he often is rehabilitated. And, of course, we know that some of
the people the Veterans' Administration classify as totally disabled
in fact make good livings for themselves from independent sources the
rest of their lives. That is a difficult determination. I don't know
how you would word it, but the idea certainly ought to prevail in the
legislation.

Senator KER. It ought to be made clear that the purpose is to
change the status of those who seem to be totally and permanently
disabled.

I A substitute for (a) 8ef sec. 1402.
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I think that is what you had in mind.
Senator MILLIKIN. 'i'hat is exactly it. I think, as the chairman

has pointed out, that considering your goals, you re stating an
anach ironism when you try to express disability in terfus of its being
"total and permanent." 'ite two things oploso each other.

Senator Kutmi. All right, Mr. Whitten. A ou may proceed.
Mr. WrITTEN. The provisions of H. R. 6000 establishing a public-

assistance category for the permanently and totally disabled are, we
believe, wholly inadequate to assure the Congress that the rehabilita-
tion concept will prevail in this program of public assistance.

It should be borne in mind at this time that the vast majority of
our permanently and totally disabled receive their disabilities as a
result of congenital defects, diseasee, and nonindustrial accidents. As
a result, for many years to come, and probably indefinitely, most of
the applicants for (lisability benefits will be applying to the public-
assistance agencies.

I thought here you might be interested to know, as to the 55,000
or 58,000 people rehabilitated by the rehabilitation divisions last year,
just where they did get their disabilities; so I have inserted a state-
ment hero that is not in the prepared statement.

Fifty-four percent of these people got their disabilities from disease;
14 percent from congenital causes; industrial accidents, 10.5 percent;
other accidents 19.9 percent; and unclassified, 1.5 percent.

Now, I think that demonstrates quite clearly that for a long long
time to come public assistance is the source to which these disabled
will turn; not to insurance.

That is something we don't like to recognize as the truth, but we
think that there is no doubt that it will be the truth.

Senator MILLIKIN. What percentage would you say fall on one
side, and what percentage on the other?

Mr. WHITTEN. I cannot say. Because, of course, the 10 percent
that got their injuries from industrial accidents, I would say, are
practically all covered; and no doubt there are probably some of the
others covered. But the great majority, I would say, are not covered.
And, in fact, many of those would not be covered under the expansion
provided in H. R. 6000. Well, 'ust take for instance, the 54 percent
that come from disease. Regardless of wiiether they were all covered,
still the coverage under H. R. 6000 would not cover disease, you see,
unless it was an occupational disease. And a very small percentage
of it would be that.

Senator KERR. That would come under your 10 percent industrially
disabled; would it not?

Mr. WHITTEN. Well, I presume so; yes.
Senator MARTINI. Mr. Chairman, does that 10 percent include

partly the 54, or vice versa? We have, for example, in the case of
coal mining, certain diseases that occur as a result.

Senator KERR. I gather that they are mutually exclusive.
Mr. WHRITTEN. That is right. These will add up to 100 percent.

They are exclusive of each other.
Senator MARTIN. Now, of the approximately 10 percent from

industry what percentage of those are rehabilitated by industry
itself? Do you have any figures on that?

Mr. WHITTEN. These are figures of those who were rehabilitated
by the rehabilitation divisions.



SOCIAL SECURITY REVISION

Senator MARTIN. Of course, steel companies and railroad compa-
nies and so on, (1o a lot of rehabilitating, themselves.

Mr. WHITTEN. That is true.
Senator MARTIN. And I was wondering whether you had any

figures on that.
Mr. WnITTEN. I do not.
In our judgment, it is most important that the administration of

public assistance to the permanently and totally disabled be pervaded
by the rehabilitation idea. To assure that this vill be true, we suggest
that State plans for aid to the permanently and totally disabled 1)
required to contain the following provisions:

1. Require the Administrator to provide comprehensive examina-
tions to determine nonfeasibility for rehabilitation and periodic
reexamination to redetermine this condition.

Senator KEn. Would you just as soon say "to determine
feasibility"?Mr. WNm1TTEN. Yes.

Senator liE. IWould that. even be a little better?
Mr. W'HITEN. Probably so.
Periodic reexaminations of persons previously declared to be

permanently and totally disabled is mandatory, in view of rapid
advances in rehabilitation techniques and facilities. A person may
truly be nonfeasible for rehabilitation today and feasible tomorrow.
No handicapped person when granted assistance under this category
should be led to believe that it is a lifetime proposition.

2. Give the Administrator the authority to refuse grants to imdi-
viduals who refuse to submit to examination or reexamination or who
refuse without good cause to accept rehabilitation services available
under the Vocational Rehabilitation Act. This authority is granted
in insurance provisions of this bill and is equally important in public
assistance.

Senator M [IhKIN. Mr. Chairnmn, I woul like to invite attention
to the fact that that is taking a rather large power over the life of the
individual. When you can say to a man, "You must take a certain
course of rehabilitation treatment, or else," you put him in a terrible
spot.

Mr. WIITTEN. I understand.
Senator MILIAKIN. I am not arguing that there should not be some

limitations, but I am pointing out that, they have got to be very care-
fully (efined and very carefully applied.

Mr. Wniwr',r. That is exactly right.
Senator MILLIKIN. And it often happens that a medical course of

some kind proves to be injurious rather than beneficial, and it would
be a terrible weight on a man's conscience if he had forced somnonee
into that sort of thing.

Mr. WmniTrI:N. Well, to illustrate, I would by no means favor that
a person be required to take a serious operation under rehabilitation
with the "or lso" alternative that he would not get a grant. Be-
cause those things come pretty close. But I think that, as you indi-
cated, careful regulations and humane administration can prevent
trouble coming from that source.

Senator MARTIN. Mr. Chairman, is it not almost impossible to
write into a law or a regulation a directive as it relates to the indi-
vidual? I do not think a surgeon would want to undertake the work
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unless it was voluntary. I am very doubtful whether a reputable
surgeon would unless it was entirely voluntary as far as the individual
was concerned.

Senator Knn. Well, as I understand the thesis of this witness it is
that everything possible should be done to direct this program, if it is
launched, and, if it is launched--it is a now program insofar as our
social-security set-up is concerned-to launch it in such a way that its
result will be rehabilitation of individuals rather than pensioning for
those who are young and capable of being rehabilitated.

Mr. WHITTEN. A very good compromise, Senator.
Senator KERR: As I understand it, that is the thesis of his testimony.
Senator MARTIN. That is very fine. But in our plan of free enter-

prise, all of it depends very much on the attitude of mind of the
individual. And if lie is forced to do something against his judgment,
I am rather doubtful of the results.

Mr. WHITTEN. As I understand it, t.lie recommendation is that for
him to be eligible for these benefits h9 must be available for exam-
ination or reexamination to determined whether or not lie is rehabili-
table.

Senator LucAs. Upon what theory is that granted as to the insur-
ance provisions of the bill and not granted as to the public assistance
provisions?

Mr. WHITTEN. I don't know what the reasoning of the committee
in the House was on that point. These suggestions I am making in
item 2 are tie suggestions that are in the insurance provisions. Pre-
sumably it might e because of the fact that one is a completely Fed-
eral program, while the other one has to be handled under State plans,
and therefore the committee may have felt that it ought not be too
rigid in making requirements of Stateplas. But I did not listen to
any of the discussions or hear any of die witnesses on that point.

Senator KEn. I have not yet seen or heard a request, here, for a
directive that such a person submit to the medical treatment that
might be indicated by the reexamination or the examination. As I
understand it, he is recommending that the Administrator have the
authority to refuse grants to those who refuse to submit to examina-
tion or reexamination. I cannot see where that in itself would be
excessively burdensome.

Senator MILLIKIN. I believe there is something in the statement
that goes further than that or carries wider implications. If I have
listened correctly and read correctly, I think the implication is that
after that preliminary examination has been made and the adminis-
trators conclude that a rehabilitation program is possible, if there is
not a degree of cooperation acceptable to the administrators, lie might
be cut off.

Mr. WrITTEN. Yes; that is true.
Senator KERR. That might be the inference. I have not found it

in the language.
Mr. WmTrEN. I think it will come down to this, in a practical in-

stance. Of course, the Administrator will depend upon medical diag-
nosis. If that comes back and indicate. that this person is not totally
and permanently disabled, inasmuch as certain things can be done
which would render him employable, then of course the Administrator
would say, "You are not eligible under this act."

Senator KxRR. Unless you have coinplied with the recommends-
tions.

270



SOCIAL stcuRurY REvIsIoN 271

Mr. Wityrxnm. That is right.
Senator MILLIKIN. I do not know where to draw the line myself.

I am not making any pretensions to wisdom on the subject. But I do
know that when you put a man in a position where he must follow a
prescribed course of treatment which can injure him as well as help
him, you are in a very, very dangerous field of action.

Mr. Wnvr.N. Yes.
Senator KEumt. I understand those provisions are in the present act

with reference to the insurance program.
Mr. WRITTEN. That is correct.
Senator MuAaKiN. I still say, Mr. Chairman, that it is a very

dangerous field of action.
M1r. WIITTrni. There is no doubt that a great (teal of administra-

tive discretion is necessary in the application of such a principle.
Third the State plan should require a cooperative agreement be-

tween tie State vocational rehabilitation agencies and the public
assistance agencies providing for mutual referral of cases and exchange
of pertinent social and medical information relative to feasibility for
vocational rehabilitation.

I want to explain what I have in mind, there, just briefly. Rehabili-
tation, of course, may involve very expensive medical examinations
on many of these people. No doubt the Administrator of the public
as.istanco agency is also going to have to set up provisions for medical
examinations. It would seem to me to be rather a futile thing for these
two agencies not to work closely together and to exchange information,
refer cases from one to the other, when they both are attempting basic-
ally to serve the same people and to render a service which will result b
in rehabilitation if possible, and if not, in the proper administration of
public assistance.

Senator MILLIKIN. Are you suggesting that the referral process
would provide that the alternative should be allowed for decisions to
be made at the Federal level?

Mr. WmIrN. I am not sure I understand you, Senator.
Senator MILLIKIN. Does this referral process leave in the Federalh

Government the right to proceed independently in rehabilitation
cases?

Mr. WmiTTmrN. No, sir.
Senator MILLIKIN. You are not iiktending that?
Mr. WHmrITTN. No, sir.
Senator NMILLI KIN. Thank you.
Mr. WHirTFrn. We feel that practically every one will agree in prin-ciple that the philosophy expressed in these suggestions should guide

the administration of the law. There are usually those, however, who
insist that the desired results can be better attained by regulation than
by law. We insist that the rehabilitation concept is too fundamental
to the whole problem now before the Congress to be left to adminis-
trative discretion.

Section 341, paragraph (c) (1), authorizes the State agency to dis-
regard earned income, not to exceed $50 per month in determining
need for assistance for the blind, if the State rehabilitation agency
certifies it will serve to assist the blind to prepare for, engage in, or
continue to engage in remunerative employment.

This is a sound idea, so sound, in fact, that we am convinced that
it should apply to the proposed category for the nonblind disabled.
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Senator MILIAIKIN. I wonder if there is not a human appeal thero
which, if properly brought, out andi properly brought to the attent ion
of poplo might make a big change?

Mr. WmT'FN. Well, it is true that this program has never got. to
the public attention ats it should.

Then, ari, there is the matter of Federal encouragement , which
his bee found helpful in so niny of these things. Ve have pl).
grams that none of us woull do awav with now, and vet we realize
that without Federal support they w wouldd never have'been. started,
or, if so, would have been so weak as to hardly contribute to the
total goal. I think that Federal assistance, in whatever manner the
Congress sees fit to administer it, is absolutely essential to encourage
a program of this kind.

Senator KEnn. Is the element of leadership of value there, Mr.
Whitten? The fact that the Government takes the leadership and
therefore demonstrates the value of the program and calls it, to their
attention? Is that not often the difference in whether it is partic-
ipated in and developed by the States?

Mr. WHIMrEN. That is true. Well, to illustrate, when rehabilita-
tion for civilians was started, in 1920, it was more than 10 years
before all of the States had accepted the Federal act, and were niiiking
use of Federal money. But as one State started it., atnl it was clearly
seen what was being accomplished in the way of returning crippled
people to employment, it gradually spread, until now it is a part of
the Government structure in every State, anti I think as popular as
any other in the Static.

Senator MILLIKIN. Why (10 you suggest that leadership is lacking
in the States; when whatever leadership comes front hro comes front
the States and the money for it comes from the States? Wihy is
that?

Mr. WIT'rEN. Well, I don't know whether it. really is fair to say
that leadership in the States is deficient or not. Of course, in rehabili-
tation there were several States that had State programs before the
Federal Government entered into the picture at all. But they were
weak programs. They were just programs where State legislatures,
probably under the influence of private agencies, lad appropriated a
little money hero anti there to get a beginning in.the thing.

I would not say that leadership is deficient ill the State., but I do
say that Federal encouragement has proved to be most essential to
really get many of these things done.

Senator MILLIKIN. It is a rather strange thing that the Fcdrh
incentive comes out of sources, financial sources, which oripiwatt, in
the States, and that the leadership for those inceiltives also comes from
people who are sent (town hero from those States.

Senator K:n. Senator Martin anti I had the privilege of being
Governors of our States at one time. And my observation was in liin,
with the witness' statement: that the pressure from certain groups is
greater than from others, and that the legislatures, yielding to that
pressure, or acting in accordance with jt, appropriated funds and the
day comes when they find that they are out of funds and they have
not done these other things. Now, the availability of this money from
the Federal Government constitutes a pressure within itself, which
results in that matter gotting attentAon from the State legislatures
which they might not otherwise give it. And the fact that they (lid
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ilo otherwise give it wold not 1)' because of Ihe absence of leadership
or of g nt ilgdivl'ti.

eli t or Tih.eS. tII ere not enough le for it?
Senator Ki.:utu. Tiere just wi1s not, enough piessure here to get it

S'NaItoi' MI, IKIN. VIat 1 11111 driving alt, NIr. Chairman, is Ihit it.
sin'iiis to me a ratlier st railge thilg- and 1 11in i disposed to be pralicvaIl,
atitd in considering t hese' thiings I ito not ov'rloolk the fails of te - and
it, seemns to Ilme i rather strange pro vss, that ve send the ImloIVY from
tle Stlat es to tho Federal (loverninent, whiilh flow spends several
ties as in11l0h as tile State govelrlilmei.4ts telei\selvs ire spIldilg, so
that we lI li4v that. Iloley from t lilt aSles to pressure tie S alto
Itislatuares illto doing what they should hiav' done in tlie lirst. instailce.
M 1i0t. greater wisdom resides te thiln resides in tlie Stlates? If we
have any wisdom here, it, is ill the heads of men who come froii ito
States. " We have [to source of Iliolley thllt. does not come fronl til
States.

M1 r. W1ii Iri.N. Ylou pose fill iiterestiing prol lem, S1.ut(or.
Senator MILIKN. 1 aii afraid it is pure philosophy and liyiyho

fiit mi sy.
Seilor MAR[TnIN. hr. (1'h1airmn, le Federal (ini of it. is just a

iniit ier of funds, is it. Itot? I t llink ii tile present timei' (te ligilres
iildicate that tle llnoliey used by tint States voilles, to tin extellt of
practically onie-third, from Federal grants. Now, ius you kiow, NIr.
Chllirmalln, there are ii grollp of u1s (lilit for sonme tilie have fell that.
there ought, to be a division of (ll sources of rveVllle along tilt' tiree
levels of (overninll.. If the federal (loverlilinvlt did iot volleet.
so i1ueli revenue, the Stiites vouhl be alh, to vollet inore. And i n
wonlering, being closer to tle polle, whet her tlie' Stiltvs colh nlot,
to it bet ( r 01n1 we viuhl to it. down here it t l' Federal level.

Now, take for example, tile first \vormllei's vollnplisalioll in tIe
United ( Sites, w Vhih was in t'nnsylvaiil. \V, had t lie coal nlilles
and tile st'el mills, and we had a great nnnmber of m,,n injured, and
it, seemed sound evonomivall\, lt'aving out their huiinilatirian side, to
take vare of these en t ilt would In' injured. And, of voirse, from
a Vr\ siii1l lngilin-,, t le iinolitl of t lie grianlits h14 increased greatly,
aind inow it. exteids all over our oulltrv.

I will give another example, iil leiisvlvaiia. We have a program
for t ho rehabilitation of tile blind, and it has worked olt very well
and I think it. has been very largely duet to hi tmuerg, y and the ilility
of certain blind people, wh|o are heading tliiit. in our State. And 't
think that ill soane wav we lived a little Iinore tielrilizatoin of till
this, ind I hilievo we vouilll have it, if lie St ties haud ii greater soari'O
of revemnie. I do not, know whether I hi il intite iivself vcear on iot,
hut. I think this get. down to personalities. There will he lestif'ing
before this coeiiit-teo a mi1n from l'insylvanil who hias given it
great allilolilit, of his uttelttion -- the fitet of tle mittter is that. it. is lis
career--to this matter of relief work and killing of that, kinld. And
Ih dot's a magiiicent, jot). i ls learl. is in it.. Nov, I an not saying
anytlling to the effect tMint. tle luiart. of tliise people down here is not,
ill it.. lit, dowi hero yoli iavo got, to hle a it t I' harsher about, it..
Anti I think the hunimat side has to get, into this, and I elievo that
Clni ll done better back at, the Stiate and local hevi'l thai it, cail be
done at. the Federal level.
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Senator KERR. Are there any further questions?
Thank you very much, Mr. Vhitten.
Mr. WHITTEN. Thank you.
Senator KERR. The next witness is Mr. Philip 1I. Vogt, welfare

administrator, Douglas County, Omala, Nebr.
Senator BUTLER. Mr. Vogt is hero and has a statement that lie

will present, and I think the Senators will find that from the vast
experience that he has had lie will be able to contribute something
and answer the questions which you will want to direct to him.

Senator KERR. All right, Mr. Vogt, You may proceed.

STATEMENT OF PHILIP H. VOGT, WELFARE ADMINISTRATOR,
DOUGLAS COUNTY WELFARE DEPARTMENT, OMAHA, NEBR.

Mr. VooT. Honorable Senators, my throat feels rather dry, and
if my voice reflects the fact you shoul know that it is iot because
I am thirsty but because I am scared. It is my first trip to Wash-
ington and the first occasion I havQ had to talk to a Senate committee.
In the town where I come from United States Senators are rather
scarce, and we regard them with great respect, and some awe.

Senator BUTLER. I would like to say, before Mr. Vogt starts, that
he has had a lot of experience in the niatter about which he is going
to speak, and I think lie cali make a real contribution.

Nir. VooT. I am a county employee having charge of the assistance
and welfare activities of our local conmmuniity. We have a case load
of around 6,000, representing about 15,000 persons who are receiving
some form of public aid regularly in our community at an annual
expense of about $3,000,000.

Senator MARTIN. May I ask you, there: What is the population of
your county?

Mr. VOOT. The population in 1940 was 247,000. It is roughly esti-
mated at 285,000 at the present time.

Senator MARTIN. I just wanted to get that figure.
Mr. VOoT. I think a good deal of tile burden of what I wanted to

say has been expressed in the discussion that has taken place since the
last witness made his statement, but I will hurry through with my
statement, appreciate any interruptions or questions which you may
care to make.

I think I will leave off my introductory statement and go right into
the observations as to my experience relating to public assistance.

Senator KERR. If you have set that forth in your opening statement,
why not let us haveit?

Mr. VOOT. All right, sir.
Mr. Chairman, the enactment of a broad tax-supported assistance

program in 1935 was apparently necessary to meet the (lire want and
distress of thousands of our citizens. Economic conditions at that
time, together with the impact of far-reaching changes in our industrial
and social life, required public-relief financing and legislative machinery
on a much broader basis than was available previously in our country.
Since that time, public assistance has continued to provide relief to
many persons who would otherwise have suffered from tile lack of
the necessities of life. It would seem evident to most of us, I think,
that some broad relief program should be continued until social-insur-
ance coverage is available to meet thd major requirements of old age,
unemployment, Plisability, and so forth.
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I think we are now in a position, after 15 years of experience with
public assistance as it was set up in 1935, to review it critically and
constructively. In my opinion there are fundamental deficiencies
and weaknesses in its operation which should be corrected at this time.

First, the categorical system of relief, with legally imposed ceilings,
results in great inequities and suffering, and too often violates the basic
principle of need. Public assistance is available only to certain per-
sons who meet the particular requirements of a particular category.
Such favored persons have the combined tax resources of the Federal,
State, and local governments to underwrite their needs. In my com-
munity and State this means that an aged person over 65, irrespective
of his physical condition, receives all average monthly payment of
$44.50 a m'ionth, while the cri)l)led arthritic, the seriously handicapped,
or the elderly widow under 65 will receive only $24.50 a month.

Senator KnERR. You mean, there, those over 65 who may qualify
on the basis of the standard of need?

Mr. VOGT. For ol-age assistance. That is right..
It means that a family dependent due to the temporary illness of

the father, will receive only $37.12 in a month, while a similar family
will qualify for an average monthly aid-to-dependent-children grant,
of $84.26, if the father deserts.

There are also serious injustices within the group who (1o qualify
for categorical aid. For example, on the basis of the present needl
formula in use iti our State, as a part of the State plan apl)roved by
the Social Security Administration, 71 percent of the aged persons on
our public-assistance rolls receive monthly payments sufficient to
meet all of their needs, but the remainder suffer hardship because of
legally imposed ceilings on their grants, and they cannot have their
needs met.

it, is my suggestion that the Social Security Act with reference to
public assistance titles I, IV, and X, should be eliminated and legis-
lation adopted providing for the establishment of general relief for
unfortunate citizens in our country who are needy.

Senator KEiti. In order that we may have before us the matter
that you are discussing, can you tell us briefly what titles I, IV, and
X have to (1o with?

Mr. VOGT. Title I has to (1o with ol age assistance, title IV with
aid to dependent children, and title X with aid to the blind. It is an
assistance program based on need. It has no reference whatsoever to
the old age and survivors insurance of the original Social Security Act.

Senator KERR. As I understand it, then, what. you are saying is
that the present law should be repealed in its entirety, and that we
shoul enact a new law?

Mr. VOGT. That is right.
Senator KE.RR. All right.
Mr. VOT. This relief should be made available without regard for

age, residence, absence of the father from the home, and other factors,
wich have little if anything to do with need. The Federal Govern-
ment should continue to provide grants-in-aid to the States for meet-
ing the needs of unemployable families only until such time as the
major hazards of our industrial economy are met by a broadened,
sound social insurance system. The States and local communities
should then assume complete responsibility for financing the relief
problem.
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Coming back to the discussion preceding my coming to the stal(d,
isn't it time to consideP seriously ways and means of reversing the
trend of having our alf'airs and( financing arranged iii Washington?
I appreciate that the Congress has tremendous pressure from special
interests in this respect,' but isn't our democratic way of life at stake
in the decisions made by the Congress on this very question?

My State and county are solvent. Neither 'has any bonded
indebtedness. T'io citizens of my community are in at position to face
realistically our relief problems. 1 anx confident, thant mercy and(
generosity will express themselves-

Senator MAnTIN. May I ask a question right there?
Senator KERR. Yes, Senator ,Martin.
Senator MARTIN. How do you provide a bond issue in your county

or in the State of Nebraska?
Mr. VOOT. It has to be voted.
Senator BUTLER. There can be no bond issue for the State, can

there?
Mr. VOGT. That is right.
Senator MARTIN. You have a constitutional provision as to that?
Mr. VooT. That is right, for the State.
Senator MARTIN. Oh, you do. 1 did not know that.
Mr. VoGT. I am confident that mercy and generosity will express

themselves by citizens on the local level if there is the opportunity
and justification for it.

Second, the administration of public assistance categories is ummiec-
essarily complicated, ineficient, and expensive. And hero I will
try to illustrate.

Senator MILLIKIN. May I ask a question, Mr. Chairman?
Senator Kmm. Certhiily, Senator.
Senator MILLIKIN. How do you reconcile your broadening of the

system, to the functions which are now performed by ledges and
churches, and community chests and other agencies of that. kind?
What would be their role if the Government assumed the role which
you suggest?

Mr. VOOT. Of meeting the needs of all citizens?
Senator KERR. Well, be has suggested the repeal of the present

social security law.
Senator MILLIKIN. Yes, but he also suggests that there should not

be any limitations as to age or anything of that kind as to the needy.
Senator KERR. As I understand it, lie says the money should be

appropriated directly to the States, and his idea is to thein let them
handle it in such way as they see fit with reference to the needy in
their States.

Senator MILLIKIN. So I am trying now to reconcile that with the
activities of these private organizations in trying to meet the needy
situation under ag- 65.

Mr. VOoT. At no time would a public agency ble expected, under
the law or public policy) to assist a person who is being aided or who
had resources through a private agency, a lodge, and so forth.

Senator MILLIKIN. Would it have the tendency of putting those
agencies out of business?

Mr. VooT. No, most' of them in our community, Senator-and I
think this is general throughout thb country-are not giving relief.
Thev are providing services, case work services, recreational facilities,
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and so forth. Very little of the private facilities in our local com-
munity are providing relief as such.

Senator MIhLIKIN. Tie lodges do that in innumerable cases of
needy members.

ir. VOOT. Well, if a lodge member is eligible for help from a lodge,
lie is ineligible for help from the public resource, because his needs
are being met.

Senator MILLIKIN. But , What I am getting at is: If this ready source
of money were available to (1o what you suggest, would that not have
the tendency of reducing the activities of these private organizations
to try to meet l)art of the same problem?

Mr. VOGT. It might.
Senator MhhuKIN. It, is just something we should think about?
Mr. VOGT. That is right.
Now, to may illustrations: In )ouglas County, Nebr., the adminis-

tration of assistance requires tile understanding ad use of 102 pages
of finely printed State and Federal laws, a three-volume State manual
of 1,001 pages of rules, regulations, and procedures, no less than 66
different. forms, and a food budget listing 124 dilerent. amounts.
Many other mnenimoranlda, special reports, attorney generals' opinions,
and illodiications, ire forthcoming, which add to the confusion and
expense of operation. Figures are not available to this writer for
determining the total administrative cost of 1pullic assistance by the
Federal, State, and local governments, but it is considerable.

Senator Knum. Mlay I ask you a question, there? )o you have
information as to the cost of operation in Nebraska oi a percentage
basis, of your assistance programs?

Air. VOOT. It varies from county to county. In Douglas County
our local costs last year were 6.8 percent.

Senator Kmutm. Old-age assistance and all other programs?
Mr. VOGT. Old-age assistance, aid to the blind, and aid to depend-

ent children.
Senator Kimn. Is there someone here from Mr. Altmever's agency

who can give us the information as to the Nation-wide average,
percent agewise?

Mr. COHEN. Yes, we can, Senator, because we have that for every
State. We can supply that for the record.

Senator Knmt. I)o'you have it for Ahe over-all national average?
Mr. COIIeN. Yes, we have it for the Nation.
Senator KERR. What is that?
Mr. COHEN. Well, I think that it comes pretty close to what, the

gentleman said, somewhere between 6 and 8 percent., as I recollect.
Senator KEam. That is the over-all national average?
Mr. ConEN. Yes. It diters somewhat between the three cate-

gories. .1
Senator Kwum. Would you supply the record with a tabulation of

that percentage cost in the various States?
Mr. COHEN. I would be glad to do that.
(The information is as follows:)

STAT9 EXPENI)ITURER FOR ADMINISTRATION

Table 1 below shows for each State expenditures for administering approved
plans of public assistance (old-age assistance, aid to dependent. children, and
aid to the blind) as a percent of total expenditures for these programs imi the
year ending June 30, 1949. A State's percentage Is very much affected by the
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level of its assistance payments. A State with very low payments may have a
relatively high ratio of administrative expense even though it spends only a
modest amount for administration. Similarly, a State making very high pay-
ments may spend a relatively large amount for administration and still have a
comparatively small ratio of administrative to total expenses.

Another basis for comparing State administrative expense is the amount per
case-month. Table 2 gives such information, by program, for the 1949 fiscal
year.

Administrative costs per case in some States diverge considerably from national
averages because of differences in administrative policies and procedures with
regard to frequency and extent of reinvestigation of cases receiving assistance;
and differences in administrative organization and in average number of cases
handled by each welfare worker. In addition, differences in salary levels un-
doubtedly account for a large part of the interstate variation in costs per case.

Comparatively high costs per case occurred when one or more of several
conditions are present: (1) When administrative procedures such as those relating
to frequency of visit and to establikhment of eligibility require a large amount
of investigation or service per application or per case; (2) when salary levels
are relatively high; (3) when administrative responsibility is vested in a largo
number of local agencies, each of which must maintain minimum staff and over-
head costs, no matter how small the number of cases; and (4) when one program
is administered separately from the others, so that all or a large part of overhead
costs are incurred for operation of only one program.

Costs per case are relatively low, on the other hand, when workers' case loads
are high; salary levels are low; the number of local agencies is small; and
administration is highly integrated.

Several factors account for differences in case costs among programs. Almost
without exception workers conduct more interviews per case for aid to dependent
children thua for the other programs; moreover, many agencies require more
frequent investigation of aid to dependent children cases whoso need status is
more subject to change than that of aged and blind recipients. As a result, case
costs are larger for aid to dependent children because workers usually carry
smaller case loads and spend proportionately more time per case on this program.

TABLE 1.-Expenditures for administration as a percent of total expenditures for
old-age assistance, aid to dependent children, and aid to the blind, under approved
plans, fiscal year ending June 80, 191,9

Percent
Unitd States ----------- 5. 0

Alabama -------------------- 3
Alaska ---------------------- 6. 0
Arizona --------------------- 3. 5
Arkansas -------------------- 3. 9
California ------------------- 6. 0
Colorado -------------------- 2. 7
Connecticut ------------------ 4. 0
Delaware -------------------- 13. 7
District of Columbia ----------- 8. 9
Florida ---------------------- 4.6
Georgia --------------------- 6. 4
Hawaii ---------------------- 12. 0
Idaho ----------------------- 4. 4
Illinois --------------------- 6. 0
Lidiana --------------------- & 1
Iowa ------------------------ 5. 8
Kansqs ---------------------- 6. 3
Kentucky ------------------- 4. 4
Louisiana-- ... ... ....... .. 3. 9
Maine ---.------------------ 5. 4
Maryland ------------------- 6. 8
Massachusetts --------------- 5. 1
Michigan -------------------- 4. 6
Minnesota ------------------- 5. 6'
Mississippi ------------------- 7. 4

Missouri .........
M ontana ---------------------
N ebraska ---------------------
Nevada ....................
New Hampshire ---------------
New Jersey ........
New Mexico ...............
New York --------------------
North Carolina ----------------
North Dakota -----------------
O hio -------------------------
Oklahom a --------------------
O regon ------------------
Pennsylvania -----------------
Rhode Island ------------------
South Carolina ----------------
South Dakota -----------------
Tennessee --------..--........
Texas ..............
U tah .....................
Verm ont ---------------------
V irgipla ----------------------
W ashington -------------------
W est Virginia -----------------
W isconsin --------------------
W yoming ---------------------

Percent
3.3
5.9
6.8
7.1
5.9
9.1
&6
9. 1
7.4
& 5
5.1
3.6
5.4
&2
4.8
6.8
0.5
4.5
3.6
4.1
4.4

12.3
3.3
.0

5.4
5.7
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TAiniLE 2.-Total State-office and local-office cost per case-month, for administration
of public assistance, by program and tate, fiscal year 1949

Old- Aid to Aid to Old- Aid to Aid to
State age depend. the State age depend- t

asist- ent chil- blind assist- entchU. blind
anco dreni aidnco drenl

Total .............. $2.21 $5.56 $3.37 ,Missourl ................ 1.17 3.05 2.16
Montana ............... 2.40 5.24 6. 71

Alabama ................. 1.32 3.15 1.92 Nebraska ................ 2.91 6.84 3.60
Alaska .................. 2.19 7.05 ....... Nevada -................ 4.02 (I) (i)
Arizona- ............... 1.53 4.09 2.3 New _Jamshlire ......... 2.99 3.21 3.02
Arkansas ................ 1 1.39 .96 New Jersey .............. 4. C9 6.51 6.71
California ................ 3.77 10.99 5.31 New Mexico ............ 2.70 5.63 4.50
Colorado ................. 1.67 5.71 0.08 New York .............. 4.89 11.39 9.89
Connecticut ............ 1.08 5.55 1.88 North Carolina .......... 1.37 3.44 4.63
Delaware ................ 4.17 11.54 7.57 North Dakota ........... 3.02 6.37 8.43
Dist rict of Columbia..... 4. C3 7.09 4.00 Ohio .................... 2.05 7.03 5.20
Florida .................. 1.53 3.29 1.87 Oklahoma ............... 1.62 2.83 2.14
Georgia ................. 1.41 2.33 2.06 Oregon ................. 2. 55 6.87 2.89
Hawaii .................. 5.16 11.07 6. 46 Pennsylvania ............ 3.35 8.19 1.92
Idaho .................... 2.02 4.61 2. 90 Rhode Island ........... 2 21 4.10 3.49
Illinois .................. 2. ( 6.02 4.24 South Carolina .......... 1.52 3.23 2, -M
Indiana .................. 2.62 6.31 6.03 South Dakota ........... 2.40 4.40 2.60
Iowa ..................... 2. 0 5.38 4.74 Tennessee ............... 1.18 2.48 1.14
Kanas .................. 2.66 6.77 3.89 Texas ................... 1.12 3.31 2.42
Kentucky ............... 1.03 1.43 .89 Utah .................... 1.81 5.36 2.33
Louisiana ............... I. 73 3.38 2.35 Vermont ................ 1.40 3.81 1.46
Maine .................. 2.22 3.56 2.50 Virginia ................ 2.64 6.25 3.63
Maryland ............... 2.51 6.12 2.18 Washington ............. 2.07 4.55 2.8
Massachusetts ........... 3.18 5.97 2. 54 West Virginia........... 1. 5 2. 24 1.70
Michigan ................ 1.95 4.32 1.94 WLsconsin ............... 2.15 5.71 3.32
Minnesota .............. 2.08 7.91 7. Z1 Wyoming ................ 2.89 9.04 2.90
MIssissippi .............. 1.3.3 2.64 1.17

I Data not available.

Senator KERR. All right., Mr. Vogt.
Mr. VOGT. I think the basis for much of the administrative diffi-

culty is an obsession for uniformity on the part of many State and
Federal officials.

Senator KERR. Where are you reading that?
Mr. VOGT. I am just commenting, Senator.
Senator KERR. Pardon me.
Mr. VOGT. I think we have stereotyped methods and procedures

that are superimposed upon our local atdministrative units of govern-
ment, when there are differences, wide differences, in their economic
and industrial life. For example, in my State, Omaha really is
the only metropolitan community of any size. I myself come trol
a county in that State that has a population of 1,200.

Senator KERR. Well, as a friend of the city of Lincoln, I want you
to make that statement olnexclusive.

Mr. VOGT. Thank you. But although the county that I come
from has a population of only 1,200, they require the same rules and
regulations and requirements as they set up for Douglas County,
which is a heavily populated area, with different cultural groups,
different industrial conditions.

Senator BUTLER. At the present time the same rules apply in all
localities?

Mr. VOOT. That is right.
The only apparent answer to this situation is much greater decen-

tralization of authority and responsibility for administration to the
States and local communities. Funds should be available to the
States when they have set up a plan which provides an objective
method for meeting the needs of families in an equitable and fair
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manner without interference or detailed direction. Administrative
funds and services can then be fully directed in determining public
responsibility to provide such care'as is required, and to give the
gre test. ioscible att ution to prevention and rehabilitation. And if
the Congress would proceed at this time to set up a general assistance,
and gradually withdraw from the relief protrain as social insurance
comes to provide for Iople's needs, 1 think we colll come nearer
operating on that decentialized basis.

Senator MILI.MiKix. 1)id you ever study any of the Greek classics?
Mr. VOoT. I atm not. nmch -of it scholar, Senator. I am sorry.
Senator NImLmtKiN. You are objecting to ie "'Procrustean bed'

method of administering, our Government..
You may recall that (reek legend has it. that there was a bandit.

by the naie of Procrustes, and he iad the amiable habit of inviting
people that. were carling along the road to comt0 ill and spend the
night with him; and, touclied by this hospitality they isuially accepted
it.. Whien he got. then in there , he usually assaulted theliii, strapped
fliei to al iron bed. If their feet. overly (Iped the bottoni of the bed,
he took n ax an "d chioppied t hem off so tlt what. was left. would fit.
even with tile bottom of the bed; aiul if the victims were too short,
lie would stretch them so that their feet. would coliie even with tile
iottoni of it bed. hat. is the "Procrustean bed'" method of ad-
ministering Goverinment, which is the thing that. you are complining
about. Il1auglbter.J

Mr. VOGT. 'lThat. is exactlv right, Senator.
Senator Kmul. Let. me t;bserve that that reduces it, to a certain

rather horrible simplicity. ILaughter.]
Senator MARTIN. M:. Chairman, may I ask the witness: Is the

relief load in Nebraska divided between the State level and the local
level of government?

Mr. VoGT. hat. is right. In our Stat We have what. we call
State supervision of countv ifihuinistration. 1 am employed by a
county board responsible for the administration in that county under
tile State supervision.

Senator AIlTIN. How much supervision does the State give to the
county administration?

Mr. VoG.r. ( nsiderable. They have a field supervisor located in
our conmtunity who represents t.h State. "rhev send in readers who
read the records and check the cases. They ha've auditors who come
in and check the accounts. There are perhaps one or more persons
in the county all the time, checking the operations of public assistance
in our conuunitx. III addition to that, we receive directives and
memoranda whicl provide for changes and modifications in operation.

Senator MARTIN. How much of the relief load does the State carry?
What percentage?

Mr. VTOOT. The State provides no general relief, in our State. Their
contribution is in their part icipation as required by the Federal
Government in the assistance categories.

Senator MARTIN. I see.
Mr. VOoT. My third observation is that a considerable amount of

public funds provided for assistance grants is not expendedl for thle
necessities of life. The inflexible requirement that, every recipient shall
be given a monthly cash payment,, atid "that lie is free to decide for
himself on his own responsibility how lie will spend it, and having
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spent. it, ie is free of any obligation to account for his use of it,"
results ill many ahuses anid public criticism. Ill some instances,
this situation is a problem of poor household mnumagellent, but ill
other ell';es the Iloiey is wasted on liquor and luxuries. And, gentle-
Oinli, when lieer tavmiv' operators iil i you iand show you 15 to 18
ADC cheeks, whiten iierchants call you, ,vendors who have delivered
milk and delivered coal, for which luIIblie payments have beeinhmIade,
anutd the bills are unpaid, when a woman calls my home alhout. 2:30
in the morning comlplaiing---thils halppened the other morning, aitd
this stor, was verified tie next day--that her neighbor who lived
downstairs' had received her AI)C cheek at. 4 o'clock the afternoon
before and ld gone out, to a beer tavern and wasn't home yet, and
the three little children , the oldest of Whom wias seven, were hole,
alone, cold, and crvinig--vou conclude that there is some juistification
for the puhlie criticism which we receive.

Senator .M m.IiiJIN. Il a case where there is no dependency, 'ou
col' reduce theil amioit, of assistallce, assummnill- it were a 11111 with-
out. dependents. You could reduce thie anioullit, of assistance, could
yol not.?

Mr. Voerr. No, under public assistance, Senator, you cannot reduce
the amount of assistaiice for that reason.

Seniator NimmIiKiN. I do not know about the reason, but. lit' must.
prove need. Atid you call measure his assistancte according to his lived
call volt 11o1?

StIiator KI:miu. What, the witness is telling us is that lie gets tho
ionevy ol the hasis of tlie pes'on's need for food; and I hen lie does not

pay his grocery bill, but spends the money for beer. Of eou'se, I
I)resiUie that the grocery m11an1 would get a 'little tired of that.

Senator MilmaiKux. Where you have a east record of that kind, he
has demionstrat'ed that lie is getting more than lie netls. Ca you
not redllce tle alliOuit?

Senator KI ,:. Not as lo1ng, Senator, as lit' call induce solaie on1e to
sentId him groceries on credit, for Which lie does not pay.

Senator NI.iLL,,xi. 'l'hat still demonstrates that, lt is umsspendig
his mnoiuty, and that, that lart of tle Ilont'ey is not needed.
Mr. \owr. Senator, lie caiii apply for assistance on tile basis of nted.

We set up a budget, and allow him a certain amount based on this
formula for need.,

Senator Kmi. Is that done at State level?
Mr. 'oo'r. The formula is arrived atit at lte State level.
Senator lKxm. Tle formula of ned which deermintes the amount

that, lie receives?
Mr. VrOGT. That is rilit.
Senator Kumn. That's done at the State lt'vel?
Mr. VOUT. That is correct. Now, the State makes sampling chek

throughout, the various communities to deterttino food costs, and so
forth, and this Information is used as an ohjective basis for arriving
at a fair amount, as to what John Doe should receive tit a )articular
time. But, once lie has received that, we have no control whatsoever
as to how it is expended.

Senator Mmm,-i . But as you study that man's case-and I
assuni you keep some sort, of supervision over your clients-it could
become evident that, he is receiving more than lie needs, could it not.?
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Mr. VOGT. What would you say to the man-and we have this
type of case--who, after he gets his check, spends it all for liquor?

The rest of the month he has a need, but he has no money to meet
that need. What do we do? We must still provide that need.

Senator MILLIKIN. What would you do, under your prescription?
Mr. VOOT. Well, I will come to that right now.
Senator MILLIKIN. Let me make this suggestion, if I may. The

difficulty of your thesis is that, first, we want to make the acceptance
of assistance as consistent with human dignity as possible.

Mr. VOGT. That is right.
Senator MILLIKIN. Individual human dignity. That is the No. 1

thing. This is not an almshouse proposition. It is not a county
poor-farm proposition. We are trying to elevate this thing beyond
that so that the taking of assistance when it. is needed is as dignified
a thing as is possible anl will comport, as much as possible, with the
maintenance of individual dignity.

Now, when you commence to set up a detailed category of what he
must spend his money for, you have got to send a swarm of agents
going around smelling people's breaths and snooping into all of their
habits; and that can be carried to a point where most people would
say that it is not American.

Mr. VOGT. Agreed. I do not think that the conditions that I am
illustrating here prevail, perhaps, in maybe 20 to 25 percent of the
cases at some time.

Senator KERR. You say here it is 15 percent.
Mr. VOGT. I have reference there particularly to aid to dependent

children.
Senator KERR. You say:
Our case workers report that these conditions exist in at least 15 percent of the

cases receiving public assistance in our community.
Mr. VOGT. I say:
Children suffer needlessly, vendors go unpaid, evictions are carried out. Our

case workers report that these conditions exist in at. least 15 percent of the cases
receiving public assistance in our community.
So, Senator, it is the exception to the rule where we cannot provide
the protection to human dignity and the consideration that should
be given to every person that will accept that consideration.

Senator KERR. Well, you do not supervise 85 percent of that, do
you?

Mr. VOGT. No; nost certainly we do not. We do not supervise the
expenditures. We determine their so-called right to assistance, and
then they receive a monthly cash grant and spend it as they see fit.

Senator KERR. And what you are telling us is that 15 percent of
them to some degree or other abuse the use of the money?

Mr. VOoT. That is correct.
Senator BUTLER. Your point in bringing that out,. Mr. Vogt, is to

suggest that a different arrangement be made, whereby you or the
person handling the assistance could pay the bills direct, instead of
returning the money? e s r

Mr. VOoT. That is right. And my 'next sentence refers to that
point:

Certainly much greater use of discretion must be given to the counties in the
administration of public assistance in order to correct these abuses.

284



SOCIAL SECURITY REVISION

In some instances this means direct supervision of public funds to an
individual family, where you may have low mentality, a lack of
understanding of how to manage a household.

Senator KERn. Can you tell us who, in the administration, would
determine the lack of that mentality?

Mr. VOOT. Well, the facts would be the determining factor.
Senator Krni. Well, they would have to be observed by somebody.
Senator MILLIN. Do you think the average public official would

be in a position to exercise that kind of a judgment?
Mr. VOGT. Yes.
Senator Kxaa. You do not have any kind of a machine that

automatically sifts facts and renders decisions, do you, Mr. Vogt?
Mr. VOGT. No, we don't.
Senator KI.RR Who would determine that lack of a certain degree

of character and mentality that would enable this individual to
determine how lie would spend his money?

Mr. VOoT. First of all, you would make inquiry into public criticism
of abuses.

Senator Kmm. Who would do that?
Mr. VOGT. Our case workers, to see whether there is neglect. growing

out of tile misexpenditure. b
Senator KvRu. Then are you saying that the case workers should

have the discretionary power?
Mr. \ror. That is right. They do in our county relief program i.
Senator MARTIN. As I understlnd it., '\r. Vogt, you woul I favor

this administration at the local level or the county level, rather than
the State or Federal level?

Mr. VOGT. That is correct.
Senator MARTIN. So that you, as the administrative director of

Douglas County, and your assistants, would determine whether or not
this family should be turned over so much cash, and should then
expend it themselves, or whether it should be done under the super-
vision of your case observers or investigators.

Senator KRR. As I understand it, Senator Martin, lie has told us
that his administration operates at the local level on the basis of stand-
ards of need determined at the State level.

Senator MARTIN. But, as I understand it, your State level, however,
keeps a pretty close supervision over it.

If you will permit this observation, if the local people are paying a
pretty large percentage of the expense, it has been my experience that
they give pretty close observation themselves, and I do not believe
there is any better way to determine this than by the observation of
the people in the community. The people in the community know the
people that ought to have assistance, and they know the ones that can
spend the money to advantage and those who cannot. They know
where there is a father that will go to the taproom, or whatever you
call it in the various communities.

Senator KERR. Beer tavern, he called it.
Senator MARTIN. I like to call it a saloon.
Senator KERn. I would understand what you are talking about.
Senator MARTIN. Yes. I know what you are talking about when

you say "saloon," but I am not so sure as to these other things, with
all these fancy names attached to them.
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The way I vas brought ul), out in the country, we just thought a
saloon was a bad thing; and whether a talrooni is the same tling, I do
not know. I was brought up in an ol-ftashioned school that did not
believe in those things. And I have not gotten away from it.

Senator KEuR. So WAS I, and I am not over it yet.
Senator MARTIN. You and I are pretty nuch alike, though we vote

on different sides.
Senator MILLIKIN. Well, you gentlemen have both established a

high degree of virtue. laughterr]
Mr. Voc,'r. Senator Kerr, i believe in tle principle of eash payment

to individuals. But in any practical administration you have the
rule, and you have the exception to the rule, and Iadministrative
discretion has to 1) applied. The qualitY" of ally administration can
be determined in the degree to which it is aible to administer the excep-
tion to the rule.Senator KEnn. I am tremendously interested in your observations
and your recommendations, and I want you to go right ahead and give
them to us.

Mr. VOUT. As far as administration on tile local level is concerned,
that is a misnomer. I referred a moment ago to the rules and the
regulations and the procedures that, come to us. We are administering
not a program, but rules and regulations and l)rocedures which are
given to us. We are administering regulations, not a program of
assistance as provided by the Congress and State legislatures. So
any local control is nominal, to say the least.

senator MILLIKIN. Mr. Chairman, it has been suggested to me
that there is a procedure open to handle tile case where a man gets
his check and then goes out and loses it in a crap game or loses it, on
horse races or at the saloon or elsewhere. And that is the procedure
of having a guardian appointed for him, and paying time cheek to the
guardian. I understand that is a procedure in several of tile States,
and that it has worked. And I think that almost all States have
guardianship) procedures that would cover cases of that kind.

Mr. VOGT. We don't nearly have enough guardians, or haven't
been able to find them, Senator, to meet this problem in our com-
munity. We have a few of our aged people who have guardians, but
we are unable to obtain guardians for many of these families on aid
to dependent children. And it is the Attorney General's ruling that
the administration cannot act as a guardian. SO we have been
powerless to do anything about it from that angle.

Senator Kuno. Could you not have a change in your State law that
would enable you to meet that?

Mr. VOoT. That is a Federal regulation, a Federal interpretation
of the law, and not a State attorney general's opinion.

Senator MILIKIN. Personally, I would not have the State agency
tio guardian.
1P Mr. VOoT. I think that is a necessary safeguard.
F Senator KERR. Could you not, under the State law, have a county
official designated as such guardian?

Mr. VOoT. Not under the State-asistance program.
Senator KRnn. My information is that you can. I would like to

have information on that from the agency. Any county official out-
side of the relief agency itself is eligible to be named as the guardian,
or that is my information.
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?%tr. VOGT. I was referring to people who participate in the opera-
tion of the program, as being ineligible to act as guardian.

Senator KRUR. And, as Senator Millikin said, we would not want
theiml to be eligible.

Ni'. VooT. The point is that, we have not been able to find enough
public-spirited citizens or officials who are willing to accept the re-
sponsibility of guardianship and supervise these families.

Senator Kam. Then your recommendation is--
i l'. VOOT. 'nlat we jrovile as we lave done throughout the his-

tory in tile country in situations of this kind: Make direct payment
to the vendor. We then are able to see that the milkman an;d tile
landlord are paid.

SemIator KERR. lAt in1, ask you it question, if I may. Do I uinhr-
stand that yout are now r0olnlnenlnding that (ite la\ he changed to
enable the local agent, to be naetcd as such guardian?

Mr. VOOT. No; only to the extent that 1 have stated, where there
are abuses.

Senator Kumta. Would that. not make you the guardiani?
Mr. Vo'Ur. No; not in the sense of being an oticial guardian, I

think.
Senator K mti. The only thing to be guardian of is the funds, and

if you are given tile authority to spend the funds, does that not, in
etrfect make you the guardian? That is all you could do if you were
named the guardian, is it, not?

NMr. VO'T. Guardianship assumes more control than that, over the |
personal life of the individual citizen, as I understand it. All we
would assume is the authority to see that bills were paid. Here, for
example, we have a group of families living in a public housing project,
in our community. The operator cones around and says, "I have 15
families facing eviction. These mothers will not pat their rent."
We have no place to put them. The situation is serious. Winter is
on. I request, him to accept this arrangement: Permit our case worker
to take tle check and go to the housing authority office, have the
cheek endorsed and ensfied, and the rent, paid at. that time, in tile
presence of the housing authority, the ease worker, and the recipient'.
But. this arrangement is considered a restricted Ilaynient, an authority
which tile agent. does not have or cannot exercise. So we have the
alternative of either seeing these others evicted, or duplicating tile
payment for care front local public funds, issuing an order for direct
payment from local county funds, to the housing authority; which
we had to (10 in the ease of those evictions.

Senator BUTLEIR. It seems to me that. that money was provided
very properly and([ justly for relief that went into other channels; and
then that same need must be covered again by some other means.

Mr. VOOT. I think, Senators, this problem voul tend to be limited
to fewer and fewer families if we had the authority to exercise it.

The final observation: Our present, system of public assistance
categories encourages dependency. \'lille this is i psychological
factor, it, is not diflfcult to substantiate with overwhelming evidence.
We have found that soie able )ersons who reach the age of 65 make
application and receive assistance payments, who, inquiry discloses,
could have continued to be eimlJloyeAl and self-supporting, as many
others in the community over this age are doing.
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In other words, in our comnunuitv only 18.9 percent of all tle
people over ago 615 are receiving publi, assistance. We lost 1,100 iilll
over at tle time the war began. People who averaged age 74 left. the
assistance rolls and went, back to work.

Because they can receive a monthly grant-"they'" Iieauing tie
few, tho exceptions; but neverthele. they exist-tlev decitle to
accept it in preference to enploynientt. It is unwaTranted and
unecononical for any person to cease working simply because ie is
05 years of age.

lut this factor of cultivating depenldelcy is far muore in evidence
and serious as it relates to tile aid-to-deendent-children category.
In my own county, we niow have 1,012 families receiving nontldy ai l-
to-(ependent-clilreli grants for approximately 2,511 children tat a
annual cost of $1,023,252. This compares to t case load of 350 and
an annual expenditure of $234,390 5 years ago; an increase of
212 percent in eases and of 405 percent" in annual funds expended.
Eligibility for aid-to-dependent-ctilren assistance has beei estah-
lished in 110 percent of these eases, due to the "continued absence of
the father front tie home.' No administrative efrort which we have
been able to exert to date has been able to slacken this shocking
parental irresponsibility. Many of these fathers are in the city

ing a gaine of "hijle and seek" with our department and the
law-enforeing agencies, while others lave deserted to the somewhat
greater safety of other States. We have been gradually forced to tile
conclusion that grants to AI)C, as it, is now established in law and
administrative regulations, in lmany instances aids and abets tie
break-down of family life and tie in:reaso of depenlency.

Let no illustrate as this question relates to our counnity. We
had roughly an increase of 20 percent, in )opulation in the i)ast 20
years, but public dependency has increased 700 percent in our con-
munity. tlio break-down of personal and family responsibility--

Senator Kmln. Would you give us a tabulation of the Iigure,4 which
lead to that conclusion?

Mr. VOGT. You mean now?
Senator Krim. No- you can 1nail it to us.
Mr. VOGT. Certainly.
(Thio information was later supplied ani appears on p. 855.)
Senator Kmi-m. Trho reason I say that is that your statement on

the previous page was that. whilo you had had'an inereaso of 20
percent in population yo had had an increase of 212 percent in
cases in ADC.

Mr. VOGT. Well, that is only for the past 5 years. I was giving
the over-all picture of the trend in dependency in tie last 20 years,
Senator. This inexeaso of 700 percent includes all the people who
are now receiving public assistance as compared to tile number
receiving relief 20 years ago.

Senator Kamu. I (lid not know we had any of these programs 20
years ao.

Mr. VOOT. We had public relief, county responsibility for public
relief.

1 am talking about public dependency as a whole, people who
receive help from public-supported sources, and the rate of increase
in dependency over the period of 20 years.
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Senator Kmut. Well, I want to sa'g ihat I inistndelhrtoo you. I
thought you \vert speaking about ItI, same period ill which you hal
diseovrI nal ititrease of 212 It''ent ill AI).

Mr. Voo'. No, only for ti' pat .5 year.
Senator Ki:uu. lut on the 'ansi t liat %-on have had, in 20 years,

til increase of 212 l Iereeiit, would You give u1.s tlie data froll whih
Von' ni made tlat (olt' minion?

MI'. \OUT. I Will.
S tator I tI.I . Mr. Chairiani, niy I toss somethiig in an a

possilde, reason for this einormnous inereast'ithat you speak oi?
Am I not cor're't wleni I say that lh i' ar'e MltyIi jItOpl who tire

hoveriini at tli horder lit, of where lirt mother ity h 'ienint nee for
the, m to get itto the system? That is true; is it nott?

Mr. VoUr. Right.
Senator N l1. ImN. Startinlg with that p'eintir. tiier has beemi such

fil 410,iori110u1 d V'eCrea.t' in t Vle vale of flt dollar that woul 4 IMSh1 large
iiiiiitinuvI of those leophl' hovering tt thnt Iordhr line into tle system

would it not?
Mr. VoiT. I think that, is one good txpN lailation.
Semiator MILI,.KIN. 1 t1o not nay it is til0 Whole tXlii11 ilt I tioll, but it

se'mii to lit' it in oit' of the reasolin.
N r. Vo'r. To subtant iate Vollr olbsr'at ion, wt' iave ill estimuiited

,3,000 fainlilieg. ill oll vollltllltitl Ihit ii'at 1 live or Illore children,
whose inake-home lav is lets Iiam $21t1 a S oil,, ai.,id who would
qualify oi fit'o hasin of our lr'esent relief Iudget for relief, blt. wIto
are' not on flit relief rolls.

The hreak-down of per onal tvi fiimihi" responsibilitv in flit, major
social di east of our time. lt'toie and uitirinig tll'Oortn should he
dirett hy tar ('ongrts-ali, I glitir from flt earlier dintision,
o lt part of u. ii f local voi i mnitiliie it's well -- toward elimiilating
tie Causes of dtelit'lly, and fli, restricting tif public , tlief to a
minimnuiim, For rtlitf, an 1 stet it, is a totally ulslitisfactory sibstitute
for a job, savings, amuity, or insurance hlnlits. We hliv'e not 'e.
learned how to administer public relief without vultivatilig del'pild-
plley. It, in apiairiltly ntill true, an Eilitm'roin sated, "th' highest,
prio you (an lpay for a lting is to ask for it."

lPeopit liavt ait'mh greater capacity to hel p thuimtives and work
out tir own problems than what wt' give tiin 'rtdit for having.
I tiNk wt iled to revtilhiisize ith importance of personal initiative
obligation, responsibility, at opportunity. Ti human spirit will
respond to advet'sity and hardship if all" incentive for doig so is
not taktl froill hii by tlnt' of our iodrii bentvolti despots.

Senaor \liKii N. .*Mr. ('hiairnian. I woutl like. att lie conclusion
of flit witntes' testiionv, to hav thit priviltgt of pulling into the
record a lnwspaptr atit'h, by Father Muhyov, .Nonnignor Mulovy, of
)envtr, who in flit' prnsidit of our State ilt' ('[noss orgaiizatloll,
in which Ile giVtn stistitiCS to show flit' t'normmuS growth in the
expansion of t'itt' lue'ross private entertprise, aloig with fit', expan-
sion inl our sotial-seuritv tlnterprises.
It is a vOry signiliteant suhstantiation of just wlat you saiti. Ill

othitr worls, '\\ setIn to think that he (l overlen' it is tdoinug t'vt'ry-
thing; atl if is getting tto bt iiort ant mort, tlit tase thnt flit (ovtrn-
mnt'lit is tloiiig t't t Vlhingz. 'iV forget all of fh lim lit, very Ihing
you are talking aboul: Mhlit pCople are doing on their own initiative;
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what local groups art doing without appealing to thie (overnineut;
what, I, igi tors fire doing without appifealig to hle, Governiecnt.
W\'t, are forgetting all of that. It is a ecrment that I would say, ill
tile lggregate, is n1dtwh lllore helpful thill the aggregate of I ha't we
can do by law. And this article which I would like to h, abe to put
ill, Senator, goes right along that line.

Setnator K c:uu. Fine. It will he imterted ill ti record witei
provided.

All right, Milr. Vogt.
Mr. Votr. May 1, ill conclusioll, just say this. I have already

said it, and 1 will say it agaill. 1 favor any lunltte, htelligent.
SoCial-illsurale, systemu which will provide care for people so that.
thev won't have to accept relief, based on it tuceds test. Event lt1ily
tilt spirit of man breaks. lie becolles Pauperrized, demoralized, ald
a beggar on relief. We don't know how to give him relief without
hastening and aggravating that pa1urization. W\e must. reduce
relief regardless of tiht, change r1equlired ill olur present assistance
program, by using the leadcrslilp and iltitiat'ive we have ill ou h-al
conllnullitit's, alld our legislative all policy-tnking boards. I think
it is eswential that we do tlhat, geltlemnil; that we IliaV liNld tilte answer,
throutgli a broad social-ilislrance system, wlere an iml'iv hi nal h.as al
established right Iecallst he liats mliade a contributiti. Aml in tilis
mimuer the hazards of life can bt, Ilet through a respectable ilnsllalce
syst'Imi.

I walnt also, just in closing, to emphasize tlis latter of total anud
permllaletlit disability. that lits been referred to earlier. I al'te with
sonliol' Ilere that there isn't. any such coalition. 'I'e spirit of man1it
and medical sieince, deny that wev should set Iup sui a category of
the coiidelenined. (ertaily, ill your experienced and mine, we knowv of
a lot, of pIople who perlhaps appeared on tite surface to Ihe, helpless,
but. for only a temporary period ald neldd temllpora ry emergency
Care. Give tlest plrsous the opportunity and the medical care tlnit
is needed, and they respond and become' useful productive citizens
again.

'li'utk you very much.
Senator Krm. Thanmk you, Mr'. Vogt.
Senator ,MARTIN. Mr. ("hainim, I would like t'o make illis observa-

tion: Senator Millikin interjected a moment ago sonmetling about tile
value of tilt- dollar, and I am wondering whether that has niot had an
enormous effect o1 o1r situation. For example, I report to tivt' lolie
of l'1innsy1vania ever 2 weeks by radio, and 1 an going to make tw
statemenlt that ill 1900 a dollar bought 72 eggs, 6 dozen eggs. Now
a dollar huys one and a quarter dozen eggs.

This has brought about a situation where, though som of test
people probably are just as strong as our forefathers, we hae, per-
mitted our dollar to become of less and less value, and they have bcen
put up against that situation.

1ll v'ery lunch ill sympathy m ith what ,you have leetn saying. It,
is a heantifil theory. But io\" we ar going to put it across is the
thing that worries m,.

Senator Kmon. Well, as Senator Ceorge said yesterday, that gtts
back to tile question cf thte stabilization of the tltillar.

Senator MARTIN. Yes. And that i4 me thing, I think, one job, that
Congress can do, because that is olue of tite responsibilities of tio
Federal Government, the matter of currency.
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Setta I or Mit'a i.NIr. ( 'toirittitit1?
S'ualtor Ki'lt. Setttt tor I11t et..
Svillitor M~'ttt.NIr. V'ogt hils ttuttitt'd 11poit st'vtrai Iiiits t hat

I iat inlt tdi to (t'vsttiti im otl, hati ' heuts niot yvet vXprvssv4d his
oplittit its to wh li till- aditi str~ at ionl of puitti assistit ile' is So cotttjli-
ced attdi ve'sive, alid I tiik hiv lilts hand iiltty of expvv'rilt atttd
t1itty lhe Ittl to givv Its it lit t it light oil that.L

Nit. V'oc'r. it seetu. ito t'I' thi the Ila sihotuld re'straict tit he autho-it v
of adtInitilist rot1 ors; anid I lit ttilkittg atiott tmy owtt nut ioraity, imiti
thatt of till atdmiatist rotors.

Settator' Ki Ett. N ow, you just spt'ttt at lit t e of youir timut, litere,
telling 1ts tha1t. it should ht, vastly expatitltd.

,Nitr. Votur. 'lThat is right. Aiitd I doat't thIitnk di hrt is nity cotttattie-
tioll ill Nitat 1 o1ut gzoitng to saly.

St'tla tot' K u:tu All ruIt 'I [lilt itttt'tt'stt'.
N .\ ot . I t ltit1k til.: that tilt, Jim. sitottd states' wita we' call(do

1111d m~itait %\t, t'ttd tt her (I hitl th lit. of tttlttitisttat ivt trtles 11ui4
re'gultionus. I t hittk tilt' vilize'u 1a114 thet adttiuistta tor otughtt ito httlvt
11101tt, protetiont ill la1w. Th'lis jiroliosal is eottrary to tt' gt'tteral t rt'au
of giviuig th ltt dttittist rator muore 1111d uitore 111tti oritY utttit'r re rt1ttt jolts
wiiti litt t1t1y teiettt ativi-sa hit. Bitt I aut f'afi oif i itost, tirful ito
west tlil httt yseif. I tintk tilt, ('tgtSh ioutid jirtitv't thet' aditaittis-
trat or I Iv greatert provisionts itt tltIl\ itt -,a tot whttt het ('ttu1 1itd (1tlttiot. (to.

Now\\,* Wtl itve' it ratther s-itupit Itt. I tttt'att, otr Soti St't'iit y

It hit sa itl of piagts of ldittittist rat ivt' a'iths r'gilttiott, 111tt1 iti t'a'ptrt-
I tt iotts. Attt it tmakes tilt- jolt (if t ittv taditist rator i rt'tutdottsly
comtpltcate t and ettltxpenasive'. Ottt- tttitttist I'lltiot' sptend less t0tt1t1 '2A

tttttt'iittrv twttl tut'elitttuts stuper'impose'd ttiit its. t'ithe btyt 1 Statet or
Fetlt'roi tilljitis.

St'uaitor NIM~~~N Ir. ('ati at-11t1, I Wottild like, thte ittttligt'ut' of

Rev. Nlsgr. ,boltt t , \ Nt iroy , thte 'olorotlo prt'sit'tt of thet lutet Cross.
I it-11: hea r tiit'el titt witt t~l yo tt w 't' saittg: titt wte shouldl sertvet itt'

t'tahlislig ttl ialea'asiatig dt't'i'it'lly ott It'e ( ovt'atttt'att.

ruttts conutrary to ;lttt- sovt'il-St't'tatitv svstt'lu. lit fttt't i t Itais tt utaatth'1r

If we art' to took ait alt of these~t t'etiolt'll ltttards oin 010', oluo h and 114 \\lit
lia.' h't'a ttoa' ito alle'viate t' ent on it it oher, whIvt one' hats been tlit' momti outt -
st anitiog?

ttegartllt's' of 1to inter of people' \\-t(, hold sot'iait-'ttrit y tcards antd whot
art' et'n Ied ito t'-agt' awssimtirt or ol-agt at mtarvivors itimiunt'e or utiniptty-
ttt'eol ompentttioti, it setis It, nmt that th li' oltiit ary htlhiaiisuretut'e pioigrii
promnotetd, not tby t (iovtrtimen tiat utb th oin'tittary lttisp~iitti oo lit' one' Iitti
andt It'e oweiitl prt'ft'ssittIi ' tit totheltr,; bas it'i titt'otitmtanditig attack oil titi
of tie gravo econictnt tiarartis of pt'optt of tow aunt ortlitiar iti1(O0t1t0.

lit oithtetr word-1, wht, is knoi~i astiet ltttt' Cross Wallts 11t141 tte i leut Shietldt
planss, covetrintg resptect ivelyt 35,m0001 peoplett atnd t 2.0WltAttt) petoplet int9 ptl itits
aunt 415 ptit, p~aviiig. it 0-1, 14270,929.123 tutu $62.401,422 iti a stiltt ntititl wily
tm far as htatsl i tis anit moedicalt WINl arte tconce.rnetd, emtlit tt ' lit' tmatjor
developmatentt tif tho last 510 years.
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Moreover, this development has come actually within the last 20 years-in
about the same time that compulsory social insurance in other categorie.i under
social security has been promoted by the Federal Government. It may very
well be true that there is a variable in the amount of coverage given by Blue
Cross In the different plans.

The samo is true in regard to the coverage given by medical service or Blue
Shield in il- various plans, but these variables are far'les serious than the tre-
inendous variables in the amount of public assistance for the aged and survivors
insurance, unemployment compensation, and aid to the blind, etc., allotted in
the various States.

A few more people may have social-security cards than Blue Cross or Blue
Shield cards, but the available assistance under Blue Cross and Blue Shield
constitutes, in my opinion, a more timely and more effective attack upon a major
haard of life.

A reading of the annual report of the Federal Security Agency in 1048, on the
one hand, and a rather comprehensive understanding of'the statistics and reports
of the Blue Cross Commissilon and the Blue Shield Commission, on the other,
convinces me that voluntary health insurance, rather than anything like the
British plan, administered as an additional social-security feature, should be the
one developed and promoted to greater and greater extent in our present American
way of life.

I read that because, although this is limited to one type of thing
entering into the matter of security, it points out what you were
pointing out: what can be done at the local level, on a voluntary
basis, without the intervention of Government.

Senator Kn. Senator Butler, you had some other questions?
Senator BUTtER. No; I think that is all.
Did you want to recess now?
Senator Kmit. If you are through with this witness.
Then, in view of Senator Millikin's desire to leave at this time, wo

will recess until 2:30, at which time the witness will be Mr. Dwight W.
Burney.

(Whoreupon, at 12:05 p. in., a recess was taken until 2:30 p. m.,this same daty.)

AFTERNOON SESSION

(The committee reconvened at 2:30 p. In. upon the expiration of
the noon recess.)

The CHAIRMAN. The committee will come to order.
The first witness will be Hon. Dwight W. Burney.

STATEMENT OF HON. DWIGHT W. BURNEY, STATE SENATOR,
AND CHAIRMAN OF THE NEBRASKA LEGISLATIVE COUNCIL
COMMITTEE ON LAWS RELATING TO CHILDREN

Mr. BUItNEY. Mr. Chairman, honorable members of the Senate
Committee on Finance, my name is Dwight W. Burney. I am a
farmer from Hartington, Nebr. I am a member of the Nebraska
State Legislature and chairman of the Nebraska Legislative Council
Committee on Laws Relating to Children. I appear before you as
chairman of that committee and as its spokesman.

I might say just briefly that we are interested principally in the
assistance part of H. R. 6000.

I should like to make it clear that I do not appear in any partisan
capacity. The Legislature of Nebraska is a nonpartisan bedy. Its
members are elected on a nonpartisan ballot, and party lines are
ignored in its organization and procedure. The Nebraska Legislative
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Council and the committee which I represent function in the same
nonpartisan manner. My sole purpose in coming hero is to urge
that the Social Security Act, be amended in such a manner as to enable
State and local welfare authorities to administer the public-assistance
program more efficiently and more economically.

Our committee does not challenge the philosophy upon which our
social-security program rests. Indeed, it, recognizes and appreciates
the social and economic necessity for such a program. It does note,
however, the constant increase in the number of recipients of public
assistance and in the average payment per recipient, even in times of
unprecedented employment and prosperity, and it feels some appre-
hension with respect, to this growing burden.

We recognize that, under the present arrangement, the national
Government is furnishing nearly half of the money expended for
public assistance in the State of Nebraska. We recognmze further
that so long as the State desires to secure Federal aid for assistance
purposes, it must comply with the terms of the Social Security Act
and the regulations of the Social Security Board. We believe, how-
ever that we may properly urge alterations in both the laws and the
regulations whenever in our judgment the public interest would be
served by such alterations.

Our committee accepts what it understands to be the basic require-
ments of the Social Security Act, i. e.:

(1) That the assistance plan shall be of uniform effect throughout
the State;

(2) That there shall be a central agency of the State government
which has general power of supervision over the local administrative
authorities;

(3) That the State government shall participate in financing the
plan;

(4) That an acceptable personnel or merit system shall be main-
tained;

(5) That assistance must be granted to recipients on the basis of
need;

(0) That no unreasonable requirements shall be made as to citizen-
ship or length of residence; and

(7) That there shall be no discrimination between applicants on
the basis of color, national origins, or religion.

Senator BUTLER. Senator Burney, in connection with item No. 3,
that the State Government shall participate in financing the plan, is
the State of Nebraska cooperating in every capacity where it can in
connection with tile Federal Government?

Mr. BURNEY. Senator, I think the State of Nebraska is going
further than tile requirements of tile Social Security Act.

This subject was taken up somewhat this morning, but we have
in Nebraska this problem of incapacitated persons and persons such
as spastics and cripples, and so forth. The Nebraska Legislature
this last year appropriated quite a large su1 of money to assist local
school district in training children along that very line. That is not
exactly on the assistance program but Nebraska did that in this last
session.

On the aid to dependent children program Nebraska is paying more
to the mother and first child than the Federal Government accepts
as basic, and we are meeting the program and in the medical we
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are going further than the program. The State is above"the ceiling
that is set, by tile Federal matching program, which is, I understand,
$50. Nebraska has a ceiling of $55 for assistance, $60 for the blind,
and Nebraska matches with tile county for medical above those
ceilings on a 75-25 percentage basis.

Senator BUTLXn. That is all over and above?
Mr. BunINrY. This 75-25 is above tile Federal matching: yes, sit'.
Although the committee accepts the general principles outlined

above, it. believes that these principles, as i mplemented by law and as
interpreted a-'d administered, tire often tnmdily restrictive' upon State
and local authorities who are not attempting to evade tile spirit of the
law but are merely trying to adnminister tle assistance program ii nill
ellicient and ecoomical mniner with justice to bo1th tile recipients of
public assistance and those who pay the cost.

The committee has noted that. whenever tei State legishat nrc ques-
tions any part of tile assistance program, or whenever proposals for
change aret under consideration, it is usually objected that we 'aminot.
do this because of the requirements of the Federal 6 overitillelit.
Three examples will illustrate this problem:

1. In Douglas County, Nebr., it is reported that during the year
just past, (t) present of all the chihlren accepted for aid to depenient.
clihlreui have known, able-bodied fathels solewhere. Sonie of these
fathers, of course, have left tile State, and it is both difficult and ex-
pensive to return them for punitive action.

Senator K Fim. Do you not have a law ill Nebraska against desert ion
by parents?

Mr. BumiN.y. We have, but it is a minor offense, and when they are
across State lines it, is almost impossible to get them. Even in the
State we have found that they are pretty hard to lind.

Senator KEnm. Are you telling us that the county officials in the
State operation have eneounteretd real dithieulty in enforcing their
statulites oil that?

Mr. BvunEy. Not especially.
Senator K m:iu. Art, they enforced generally?
Mr. BtnNE:. Not tot; well, for this reason. Let me give you

this illustration. Of course, our largest trouble is in tite met ropolitan
area of Douglas County. I have been amsured by I' he county attorney
there that if he were to run down all these cases that the assistance
people hand to him, it would take the full time of his entire stair to
locate and pulish these len.

Senator Ktumit. The assistance people are calling violations to his
attention?

Mr. BVUIFNy. That is right.
Senator Kamn. )o you think that tile Federal Government should

undertake to enforce that law?
Mr. BU1hr;v. No. What. I am getting at, here, and I will get. to

it a little later, is that, we would like to have tile Federal Government.
go along with the States. The States are working on a uniform law
which will make it, possible to bring these fathers back and forth
across State lines.

Senator K tRn. You mean there is a move now among tie Governors
of the States to bring about such action on the part of the States?

Mr. BURNEY. Yes, sir.
Senator Knut. That is not yet before the Congress?

294



SOCIAL SE-CURIiTY RII\'ISION2

Mr. Bt'n,Mv. No. We thought poIssibly that a Fedtral aitt right
along in aturt'lenve with that would ntakt' it mttore powerful.

Senator Kia;ttit. Would you write that inato tilt, social-security law
or would You hlive that a separate pit'c of legislation?

Mr. BR'ttNEY. P'rlap. tintt would hav' to be, a s'paral t e piece of
legislation but we Wanted to bring this in as part of tile dillictlties wo
att, rlrllUing into.

Mially of tIle fittthe's, however, art kiown to lit, still within tit, cotity
or city but, accolrdiat to tht w elfae't, director of that county, the pro;-
visiol of the law by \\hich a family becomes eligible for'aid to de-
pentdent children because of "tilt, Coltintueti albsence of the father from
tilt hontt," is an invitltlion for the mother to claim tiesertion w hilt tho
fatihter platvs "'lide and setk" with tlte case workersl or investigators.

Seat(or Ki:nt. As I itderstatnd it, that is tle No. I exatpie of the
proposed chatngt which wtet suggested is objected to oill the ground
that it et antot let don lit'atis of tilt, rt'quirttlents of tite Fedterati
(ovt'rnmeat't. ''hat is \\iat tiltt stattent'ltt saw's.

Ir. ulmeattn . Tlat is riglt. There migtit', a little tliscrepatncy
thtre ill that satiteat'ilt.

Stttittor lii:nta. Wlat rt'quirttnetai is there of tlt Fetltral Gov'tt-
tlieltt that parents a cialtgt, ill that situation liy your Statt or local

gt.verVlllllettt ?
Mr. BlituNE. 'hi'i rttquirtemeat'nt is what is catittgil our dtiff'iulty.

Tis statmet, ttnt itt titl stcil-sectirity law, "contilluteldl atlstlt' of tlte
father front tlte honle,"' is ono of tilt, parts of tie tltthitition of a tde-
plendhent child.

Senator K:ui. YoU satid tal ht're that you have noticed "whettVwer
tile State legislature questions auty part of tht assistauct' p'Ogrlm, or
whentver proposals for chanttgt at' tinther considterationt, it is utsuallv
objtctttl th tat we catnntot do this ht'cause of tilt, requirtanttts tif tlte
Fetleral (overatttatt. ,"
Mr. lltiitN1 Y. That is right.
Stattttor lii. Now you givt titis ais tlt No. I exanl (iof tat

which is required lay tite Fetderal (iovernentt?
Mir. lha'11my. Yts.
Senator Kruti. It is it little bit. eolifUst, till iy thittkittg, to lie holiest

Nvit h voul.

NIt'. llti.IN . rtle working lteriips is tot tile tst.
2. ()itr co niittet tts t, vitden t'ttat. mntity anothtters who receive lid

to tltletnt, chiltiren intittder the attey, or sptenid it for their own
plthasure. or give it to tlte fattlt,'r who is still itl tile viility bltallegedly
* iabstitt froa tlt thott," or tit any rate do iot spend th atont' for
tho sulltort, of tilt chilthet for wlit it wats granteti.

Setllaattor utl. Is half of that Iaonell provided by tile State aatd lifl
Providetl i tilto Fedt'ral (loverne iat?

.\r l-i NE, ll'i ;, matl is ri~lil it is ablouit oni thait buasis. Onl tlh+

ail to dtptenthelt chiltret, if tit, ftilily is stall tlt, State is appro-
priatintg amore tlan the Federal (loverit nt. iut t hraska1.

Siattor Katiit. Now is tlitere aity reqiiretelatt of the Federal
Gov'rtnmt'nt. with reference to what he Stat dot'es in thliat matter?
Mr. Ilhi ti . It says tlat if on) parent, is absent. from t I home,
'e amast put, thelm oil ait to tlependent, children,
a Seatttor Ktultl. Dos it, say you must. or that, you may?
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Mr. BURINEY. It may say that you may but I think that with the
rulings that have come out and the actual working of the system, it is
a must.

This means either that the county must step in and furnish food and
clothing for the children out of general relief funds, despite the fact
that aid-to-dependent-children funds were granted for that specific
purpose, or else the children will remain as destitute as before despite
the grant made for their care. Any suggestion that. the welfare all-
thorities should in such cases apply the aid-to-deendent.chilren
funds to the direct. needs of the children for food, clothing, rent, fuel
medical care, and so forth, is met by the objection that tile Federaf
regulations require that the money be paid directly to the mother or
other relative navinq custody of the children.

Senator Knumn. V, ould that. be necessarily true in the absence of
this program of aid to dependent children?

Mr. BURNEY . What we would like would be more authority in the
county.

Senator KIuI. You would like more authority in the county to do
what?

Mr. BuuREY. Perhaps apply it on rents or on food.
Senator Krmum. You would like a change in the law to designate the

county administrator as the guardian for these families?
Mr: BURNEY. Maybe that is what it would amount to. However,

I want to call your attention to II. R. 6000. It is somewhere in the
report of the ltouse committee. This is put out by the public welfare
and this is taken from the hearings in tle House. I am going to show
you that they have in the bill now a proposal to do the same thing on
assistance on the medical.

Now on page 199 of this report the bill provides that Federal funds
under old-age assistance may be used to match payments directly to
medical practitioners and other suppliers of medical services in behalf
of needy aged individuals which when added to any money paid to
the individual does not exceed tile mine.dhly amount of $50.

They are recognizing in there that they must pay some of this
money direct.

Senator KERR. Under the State law of Nebraska the parents tire
the natural guardians of the child?

Mr. BURNEY. That is right and that is where we would like to put
the money.

Senator KERR. Under the law of your State, as I understand it, no
one else can act as the guardian of the child in the absence of the
judicial proceeding designating another as the guardian. Is that
correct?

Mr. BURNEY. I do not think I would go that far in this kind of
proceeding.

Senator KERR. Will you give me an example of an instance wherein
a person other than the natural parent who has the custody of minor
children can act in the capacity of their guardian?

Mr. BURNEY. In almost any case of relief it would seem to me if it
is private relief or church relief, those people do not always hand the
money to the people who are needing the food. They often pay for
the food. I do not see what wuld- be the difference in this. We
would not necessarily have to have a guardian. The assistance
director could apply the money to thb bills.
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Senator BlThiE.n. Senator Burney, is it a change in the law that
you need or is it a change in the rules and regulations?

Mr. BuiNtY. It is a change in the law. It says hero in the Social
Security Act, in title IV, in the definition part of that act-

Sentor Krnn. Now you are talking about II. R. 6000?
Mr. Bunik:v. No; tis is the law its it. stands now, Federal Social

Security Act, title IV.
The "C.ItAimA,. You are referring to the minimum standards set

up in the original act, the minimum requirements before the State
could participate in the funds?

Mr. BliNY. Right, now I am talking about the definition in title
IV. It says:

The terni "aid to dependent ehihdrei" nieans money payments with respect to &
dependent child or delpendent children.

That is what I would like to have changed.
Senator Kinn. What is tie citation in the act?
Mr. BUitNEY. Section 406.
Senator lilul. What page is that?
Mr. BURNny. It, is page 9 in this, but this just has parts. This is

tle Nebraska law. It. ist section 406 under (b). It. says:
The term "aid to dependent children" means money payments with respect

to a deletdent child or dependent children.

In connection with the instance cited this morning by Mr. Vogt
of the people who were going to be evicted from a public housing
project because they were not paying their rent and he sent his case
worker with the check and with the recipient to the Housing Authority
ard let then take the money out of that check, a reader conies along
a week later and finds that notation on this person's report, and he
says it cannot be done.

Senator Ktuti. You are going to make a suggestion as to a change
in tle law?

Mr. BURNEY. I would su ggest that this he changed so that you can
do the same thing under ADC that. the bill, as it is now written, pro-
poses to to with the medical.

Senator Kunut. You would have to do that with the language?
Mr. BUNEY. Yes.
Senator K:im. You would have to do it with language at soine place

in the bill?
Mr. Buitxnv. I imagine you would have to include the definition in

the bill.
Senator K:nu. How would you do that?
Mr. BtmNY. I am not sure I am enough of an attorney to word

that but certainly they have tle wording somewhere in the bill now
that covers this point that I am citing with regard to medical.

Senator Knmu. The reason I am asking you how you would word it
is that I do not believe I understand exactly the purpose you seek to
achieve.

Mr. BeIaNeY. We seek to achieve this purpose, that the local people
can apply this money in cases where they find individuals who are not
applying it where it should be applied. They are not going to worrybout tFe people who spend it properly.

Senator Kinn. The language you want would permit the local
administrator to determine whether they were spending it properly?

Mr. BURNEY. I imagine that is what we are going to have to do.
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Senat'0"r Kviti. We are not talking about imagination; we are talk-
ing now about specific corrective language for a specific problem. We
are talking about. the objective now. 'ou are recommending, to us
that. we change the langnage so that. the local administrative pe'soii, l
will he the judge of whether tlheI money is being spent properly by the
recipient; anmd if in their opinion it. is not, then lhev be g-iven the author-
ity to make such changes in the spending of it as they" think is iteedful
so that it will be sAent. in it manner wtich they regard'as proper?Mr. Buimt'y. 'hat is what we would like'to do if we possibly can do
that. I do not, know if the wording can be worked oit.

Senator BUTLER. Do I ,mderstand, Senator lmurnev, that under the
terms of 11. It. 6000 as proposed this proposal is made with reference to
medical services?

Mr. BURNEY. It is.
Senator Krim. I do not understand that. I do not so understaitd

that in that, situation they give the Administrator the authority to
determine whether or not money granted for medical atitentio is being
properly spent, and if in the judIgmnent of the local administrator they
fnd the recipient is not spending it. properly, their they have the riglt
to direct how it should be spent.

Senator BUTi.E. That is about what the Senator asks in reference
to the handling of ADC funds.

Senator KEnu. I know it is, sir, but, as I see it, from what lie ha.
told us and from what I have read, he used the language with reference
to the medical aid as an example of how to achieve that purpose. I
should like to have him show the language which gives some local
administrator that authority with reference to the money being pro-
vided for medical aid.

Mr. BUiN Y. Because of the short. notice tiat I was to come down
here I did not have time to study 11. R. 6000 thoroughly but I have
this report of it and find this language:
The bill provides that Federal funds under Old Age Assistance may Ix, wtmed to

match payments directly to medical practitioners and other suppliers of ine,ical
services.

Senator Kmm. I find the language which I think you are referring
to on page 173 of that document, line 27, hut. I do not. find anything
that vests discretionary power in the local administrator based'on his
belief that, money now being or about to be provided is being imlprop-
erly spent..

Mr. BURNEY. Well, in this they have exempted the medical from
the money payment..

Senator Krmi. Is that, what you would do with reference to rent?
Mr. BURNEY. I think we shodd go further than rent because these

people need food, too.
Senator Kmm. Then you would do that with reference to rent and

food?
Mr. BURNEY. Yes, I would.
Senator KERR. You would then vest in the Administrator the power

to take such part of the money as is provided for any individual
recipient, spend what he thought should be spent and where he thought
it should be spent for rent or food and the amount then provided for
that recipient accordingly reduced? ,

Mr. BURNEY. Yes, ite amount that was paid direct to him would
be reduced.
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Senator Krim. That would be a pretty drastic change, would it, not?
Mr. BUItN.y. I would want incIlded in that ilu appeal so that no

director could take advantage of this.
Senator KERR. Now who would you put in to supervise tile director

and who wouhl pay for the rent and food while the appeal was pending?
Mr. BunNvy. 'le assistance people would still pay.
Senator Khm. What if it was quite ai extended period of time?
Mr. Bumpy. Ill the State of Nebraska we have our State assistance

director. l\e have our county directors and we have our State
Board of Control who have charge of tile whole thing. They do have
a81 appeal system whereby if a recipient's payment is cut, tley have an
appeal, they can appeal to the Board of'control, a body" of three
mnellbers.

Senator KFnn. That is in reference to tile determination of tile
extent of their need?

Mr. Bi'n\Ey. Yes, that is right.
Could we not also determine whether this were being abused by tile

director in that same method?
Senator Ki.m. I presuime it couli be done. What I was trying to

ascertain is the extent to which yoll thought it ought to be dole.
Mr. lluiINEy. 1 think the local authorities must have some dis-

cretion along this line.
1 can go back to the example given you by Mr. Vogt this morning

where tile llousing Authority is going to evict several families. Now,
it is certaindv a service for tlat director to hold the roof over the heads
of those fanmilies by taking tle check direct to the losing Authority.
Certainly, there wvas no abis-e there.

Here is another problem we have with these people. This is not
ini my statement. Many of these people who are deserted have never
handled the money of tile family. here comes a check for $SM50, we
will say. It comes at one tied for the whole month. Maybe they
are sinlere, maybe they try, hut they have never handled m mev anI
it is till gone in one week aid they lave 3 weeks for which they do not
have itionev with which to feed the children.

Senator km. How many examples do you have of families that
have not, had anything to ea't for :3 weeks? 2

Mr. BummN:v. "I ilean they would not have, lut then our local relief
officers probably supply them with some food for the rest of tile tillie.
It costs double. Our'ADC money has been granted and spent.

Seuator BU.TI.Fn. Senator Burilev, 1 do not think we in Nebraska
or in any other State let people go without anything to eat for 3
weeks bit if we give them ont check tile first week of the month
sufficient to last a month and they do not use it properly, I certainly
think the representatives of the 'administration, NebraSka, Douglas
County, or Federal, are entitled to some sort of protection for tile
distribution of that I month's pay over tle 1 month instead of deliver-
ing it in I week and then make it necessary to draw on whatever relief
funds are available, be they private, public or what they are, to take
care of the same people for the other 3 weeks in the month.

Mr. BURNEY. We of the committee felt that the taxpayers wer6
entitled to that much consideration.

Senator KFRR. You have ulIder your State laws meais available
to take the custody of children away from parents when it is being
abused?
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Setiatot' Kh~tit. Yout 11avel it t'totlti riwd prel~t'llilbd a1n14 st,
urzlitehY 4111 i iglbo tot - pt'r~ton having knlowledlge of lilhe alitise

o idolcanl t'omt' into court andi go't at gkiardianl appointed for' t hel,
(to v'ol not.?

Mr. fl1U NF.Y. '1lAt is ii'llit.
"4miattr KIit. Asn~ Iu it, the Fodol-1i'1 lim. t'et'.iliz',t that,

i'thtlall Whichk it tilt 11uard4ian liv ioletton of the opevrat ionl of tilt)
State' law. 'Tito nIct lt of ttt'tignat ing tl~.' logal gulardian ist pure1ly at
State uat-ter, itt it. not, Senator?

Mr. I11,'1NK'i. lincitt ion(11 xVitlhtakiig over guartliatitthlip, I
think I \vant. to reiterate what Mr Vogt, Staid. t hat. it. t'titiik ineort t 11at1
jultt. paying tl. illt oI(f (leait, ili 4, -

Soit Itot' R1i. If youl have' plitreitti \Vlo will lot childiren go Without
f(od for 1 wiloht, (fitl. would colltilito setullit'itilt. gr'tuitdtt to get, it
guarldiant appoinlted for theta tetvi if tot't wete not, it Fedeial AD)(
program.

NilI'. Bi'URNEY~. It I 111det'IAttil tilt A l)(! pr'ogratn it. itt intt'ndt't for'
~lit, purtpotto of niot I'rtakiiig ulp lioniltt'. It. itt ititied for t he plirpom)t

of trying to hold those. 1io111"s togel ht't.
Senator K mitt. Anti it stst totlii lit' holm, sliall be 11.4 to'ottititi'd by

Stak tltawi, does't it not?
Mir. Iltmt-4u~v. Not bhig tint ait tornt'y, soint' of t i.t itigt I viutnelt.

ei'atou' K~iIm. lDove not v'ourt Matti nt't liete Say t11 hut 11tny
igt''st ionl that. tilt wt'lfi'eot liti issol nst'ict I'sa vtADC' fmnds to tint, direc'tt tit's of ti't%'ltildri'n for food, clot'llitg,

rent, fitel, medical t'nurt, mtid so forthI, is t, by t he ohjet'I ion that t hi
Fedeltral t'tgifhationis require that ti)'101 no\t hot maid tdirecutly tot tho
11t01t1m. otr othe elttittire giving ciustodly oIf ti't, viildt'emi?''

NIl' BURh'NEYi. '111t1t is tVi'lt
Setittor Kmmu. Is not. tF1 tnt tutstotly a t ut tor tltrtined tmitiu't'y

by St .tnto latw? Yoti know t hat., dot von ot ?
Mr' i N. No, I imi not. vot'uso tih S t t lan' just relat ivtly.
Solnator Kmuntt. If I atn wrong in that. matter' I would hikoifite

gent linan liet'e to t'orivm e i' but iny idtrst antlitIg it. tilhat t11 hi'10t1t1u
of th le tltildlwinl its eat'. tintd cimsttih is dtl Ilinietd oxiltsivoly by
State 111m.

Mr. 1I'.usmv, Not Nliv 1"eral?
Stni tot' Kxtit. No t iv Ftedera'ml.
'Mir. llun-4ry. T thitiiit is t t'it'.
St'tiator i'vinii. Ai I rightt, MIr. Chairman?
Ti'to ClIAMhiNAN. (Ieneraily spt'akiiig utidiubteilly.
Snatitor Ku~it. At% I ittitltwsttnud the Vteu'rah law', it. just. recognizes

thlat. status mind that. t'aue antd that. t'iitoth' as fixoet by theA State law.
Tilt) CHIAIRMAN. Y04; y'ou Ai'e right.
I t-hink Senato' Iluu'nty here is suggt'stitg that. thlt 'States ought, to

hiive tilt, aid of tlti iietlcm'al &ovetrniit'nt iii r'estor'ing to tilt honut thet
pateuits w~ho are absent. or wihio have gone avrtuss- Stteo lie.

You may proved, Senator, anti wti will hevar your suggestion.
Mr. 111UtNni'. 3. Ini 1047, the Nebhraska iLegislat~iiro enacted a law

providing for payment of nuedical costa for asmistatit'o t~o recipient8
ovor anit ahovo* tho maximium alloweti in tho assistance lawv. It
further provitinl that tho Stato should hear 75 pe'cent of tit additional
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cosIt, andl the voittlsliti, it retnaiiiig 215 percent. Most of lte coities
complied inuti'iitely~ 111141 legal meietinig 11.their v htit o tilt, cimt but,
wvhon it 11ppeart'rd 1t1 it.Sotmit, voi(Nt ies gh t not. lit ailo, for buldgetiary
leaistilis, to 1111%t tit he ddlit ili cost. wit heat direct. assistf imnet from
tilt% State or 111ti i the l'gisAlatur irtmuovod coil am restrict ions upon
t 1 taxing )OWOr of thet coluties, we weoe told that this violated the

11110 lof 11111 ot-illit 11ntI thre-atenled tit(, Withdrawval of FedAt-Il funds,
despito thw fact. thlat the hian11go 1a4de wIa inl ie direction oft liberal-
izing assist atmeo paymenvits rather thaiml rest rioting them., and that. the
viohiltiomi oif tilt, rutle of 1111iformitv. if it. existed ait, kill, was at purely
tedlmnival oneo of linmiteod durat ion, amtid oneo which worked no0 sulistant l

ItIjttlO or1 11ititlity.
'l'he11, proli'mi of ltating Itmbiconing fa thlmet' and11 comlpelling the utot

cotrhu o thei Support of t heir cid'lla is oneo witimariiy for tho
Statte anmd not (to it aional ( iovermenlt, but. it isI me NIved hmt lt,
Stat i't could hi' ass-isted inl t his 1111t1 tN i'rby edl le'gislationl, ps-
pieialh, inasmuch11 ia manviy otflte abscondling fathers have tb'd to
ot heir Stt 111 ad vruring t hemi undi'r tliho pri'set. ext radit ion laws
is hothi dilicult. antdi expeiAve.

NXo dot not airgut' that, Stit at an local otieialt- are, any inuore frieo
from biasm or other ianptrft'e ion -( thant j 011re18 1edera WOiias b tit)
i'lito t hat teent i tihoviti- Aieould hiw given more diserot ion in muoli

cases" ais theo onesv oulined above. WVe dot not wishi to make our State
or county wvlfilro ielliti coalition aigenley for mnerehmants., 111l-anls,
phicsvttims4, orV ot hi'rs, but. wei respi'et fllyN suimit. 1thatt wivi'ii puiliti
fuils are appropriated for thet cart' of ni'tily clilivin, the loeal aid-
m iimist ra41t ive i' .ellev should bto empowori'd tol si'i that the mioneoy is
aiplitld to tit, nei't's(of tlit-ti, chilreo n m 4 notixi'ndid for thi' comat-
foit an1d pli'llsire of tilt, parents whose irtespotisibility created the
phi lit, oft hlit% ehildroll inl thet irst instanve.

beN thei that stilistant ially fli% same principles, oft pubhlie As-
tsi-taneei Should apply in every county limid locality wit ti Owhi St ate
Nt wt' also bet'leove thalt tliiro is at deliinite advtaV1ge ill immkitg local
otivialsi feel thlat thevy have soi' rpo i bilt ot h for providing thit
mlonepy 1111t for detlmining loeall nieedsl and% stndr.Weblieve
furither that eoit ionis varv sutlivitlth from lurban to rutralut lops
antd beame of other looal cirennistances to justify it greater degree of
local i isretion thita now exists.

lIn ight, oft the foregoinlg observationsi-, we resplietfully urge that
youir eommittot' reconituend thn' following ?.

I.'hat. C ongressl enat a1 law wichTI would mnaki' desert ion oft
chlihhreo by patent it ft'onv inl order ito assist. tflie% States inl making
hn'ir laws4 u1ponl this njet.mor' (Aett ivi, particularly where thli

de'serltinig parilnt 11have thou to olter Sttt es.
Senator MImumm May I ask at qutest ioni?
Wh'lat purpose' Will be' served by hatvinig tin', Contgress dteelare

du'si'rtiont to be it ft'hmtiy?
MrV. IIIINE.Y. It. wvould Ito rather to work along with tilt' States.
At. flt)e samet time, wo are urging our State hegilat iwo to onact. a

uniform and rociplrovai nxonsupport. act. inl order to bring about. closer
coopeitlitionl With other States ini this mattotr. It. is4 ve*q ditliettt to
extradite it manI ait. this% timei.

Senator Kv.an1. It. is it foiotiy by State law I tlhik inl every State.
81nt1tOr NIl ILLtIKIN. I do not* think so.
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Seuiator iKi'i. For destrtiig a family?
Senator MNihLIKiN. No. But assuming tiit, Stat' law has delr'ed

it, a t loulv, it is in the provi te' of tih i to ta' to dlelart, it i felony.
Mr. lulNl i.v. You would havt, to iniv' your tiiighobring Stat v 1gre'(,.
Senator Mi1lt 1N. How wouli %ou do that uiless tile Fl' ,ltral

(hover ,lile1t took elargt of tilt, proste',utiout?
Mr. Bt UNN.Y. I slppose, if it was Ft'ederid law, thlt federal Covern-

llont. would have to tlke Car' of tilt) prostultion.
Stiator Ni.imiKin. T'hen you would hav'e to 11ilodiu'e tlt, F'ederl

(iovte'lllilt inlto a whole ultw syst'll of prost'liOtl over i subject.
atlttir wiiel hlertl'tforo bltd heeil considered a loeal nilatter.
M. |h'iu l . Our Statt legishltur's peh'llaps t'a do it but w' ar

goi g to avto ) get tiit' ,'ope ti1 of tile Sitt t aroundd us or it
will iiot ihav' anv etl' rt. Ou1r thought thert, was that poihldy it
( l0ti b lithi ied "by Federil legishitiou, bit I get your poilt tire
thi t l'itederal (Covl'iiunt wohilti hav' to tlke tllt' piwt'ut lioll aild
th,'y just prolihly could not do that.

Selllnlor Km . Mr. 'hl, I iairinai. a4 1 1iiitlor'stalnd it, there is it hill
Ilow peliitlii hlert Oll wlhit'h lieail r w're hald before tih' .ludi.ilry
Committee ast' \'ear ialkilg it. 11 feloy for oit' lia\vill dt'retd i
fanilyh aleross i tat ' l'. As 1 set' it, that is lit' olv thin it,

' , tlti'al Gt'overniiimenit. could do il th wiliV of hegislatiou.
Mi. ixili uxm. I thtink that would answer our proleen. 'h'lire is

81ut0 11 hill iiom. pnt, (ling ill tilte ('ollgr'sq.
St'alltor, N1 ii.i.KIN. I sav that Woul ilijt't tilt Felerill (love'I'nient

into ia Wholt new series of 'respons'ihilit it's for 'lerilill piwt'tv'ltiOIl.
Senator Kimu. It is similar to its at, ion making kitinaping a flony.
Mi. lI, nv xi:. It probably Would tlettr somt Il'n floil C'ros'ing the

State titlt'.
You se'e, iere is out' of our problems, if 1 may injottt this. Oil one

Sitde of tlit Missouli Rit'Lr is our largest eitv, Olllha, antd Oil the other
side is ('oul'il 1l1uli's. Iowa. 'l'liTh ii111 ilnl ('onneil liiti'.q toies
ov('r tO Omla11ha and1(l tit' lman1l1 from Oma1111ha goes over to (Collleil Illuti's
lld tllt'y still hld their old jobs a nd tlley art still deserter. If y'ou
euitl cateii thtml while thev were i ilt, t li'tate, you would it all right.

Sountor NMImiumN. A\lthiugh tiit, ('oustit titi'011 ists1 ver\- abq(thlte
llgillig' in t10lillh1i tilt, dltles of tile Statt to retli'n It mai under

extradition proveetligs, yet it pra t e1 ' tilt' g\'1"ilor of a Statt' whero
tlio f1igitive is, has coiph'tt tiherty to disr'gartd tho extratlition
proetedings.
Mr. PiTurxt. 'Tlhe protetiing is tXl),siv', to stv tilt, least.
Sei'ator BuITrMu. Mr. lh in'imu I should likoi to ask itiiher out of

the llt lhtrs of th comillittee sittilg hert, vho art ill distinguisdI
memlbetrs of tiio bar this question. 'l'lli is a situation alIpparetly
that does causo coigsidtrahlo troubh ill tho optil'atioll of tih prograll
ill Nebiska, espt ,iail Omalh. Almiit ting thllt it is t'ausing troluhlt,
Admitting. too, that Yoi'u do mot wan it take alwa from tit parevlt tho
right to roeiyto this monet'y, what wouhil h yur suig 'stioil for 1.

solutioU? Woult vou olltiuil pavilg tlt, illoitilly ilowil ic', to it
family with tiirtl, ,fivo six, or eight. ellildiil aid t ttiln truiblh pit,
pll or wouitl you jli1st. lisoult 1V i3ill rtelitf?

Tilt') CumIA MAN. Seuator Butler, I tllilk ,you migit do eithr out.
I think, however, if tit money wero iving iiiisetd, misappropriltted
so to speak, after it. had been turned over to tht family or souebody
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in tlt, fluilv, it Would he iteuntlheut ut der tilt% la of the StatIe to go
in atnd apjut int a Tuarl dian to t ali eltrg'e of t he fund nid- let it he paid
to a gnuarditn. tdo not think tilt it is a Itederal fu1ti.io tit till; it
does not strike lo as ting a Iederal funetion. II think it gots you
into dteidedlv tnor' troulet' than you art' in now.

St'ttor Ni1tt.tItIKIN. I wish to oneur tolnl lel with what t he
distinguish ettd hitairuti says. You get ito vast dt'tls wilh ill sorts
of things tihat tunkt, t roulhe' if this guartlial its Ithl right to Stect.
lt, groeer, th tight to select tit% iutelitr, tlht' right to -eltt Ith

clothing dealer. W'he\'ll you eoun1e1tte to give pow'rs of that kind to
idintiduniua of Ill l lni tWE r IM ' ar re nat opptrlunit its fIr w ti tdl.

Sentat'or Kl t. h'lere is t great tetmpttat io1n.
Senator N i11,tIKtt. There art' grtat tt1pl ationt for setldal1.

Pr't tv sool vot htave it favored groce'yintll, 11 favored tuthter, attd iti
fnvor'td elothting dt altr.

Senator llu'n.rn. 'i'h.at voultl probably be all avoided by hIav ing
ttt guardilat appointed by the tStat t.

The ('t1.,lm.A N. I ut ste, how t hat tigt he t illltult pr'tll,
(\speeially itt large cities, la eollUn real cete1 tin or teitr it St lo
litk,. (tlitttrily ', have 'ht is called it County gutrdtt tit or eottt v
ad uitistrator to atlininist er estates.

Senat orilurt:T,. Ar'e they calt'l eottnty guardians?T'I' ('11.ARIANI.,. 'h rhe i l lU\ IIISae.

Senator I'r x.t. l''ltt is wltat they pt'tpit s' in Ont la, to tttakt
assistilltne direeton eotnty gunrdins.

children, administer th' flu1i1 under the Statte antd i"ederl laws avail-
abl to thel, whyu, h, i puhlie ollieial ighl I, etlht't in. it is
produet'li' of ai lot. of trouble, however. except i1 those t'ast'. w'hero
there has ieet desertion o f tilt chil or thilthl' 11N it t pttnrt. In.

ilt east of r'eal des 'rtiotn, aetI11al dertitn, of eou1.'s that t'\rves
fairly wtll.

S tor il"'ri.. In tlt% , lst, of til, puIlit' housing projet whert,
thre are something like 15 or 20'r1'nter to whott the assistant,
dirtetor lilts given theeks for the purpose of paying r'ent, that is itl-
eluded in lin tl'tek they ge't, but tlhey do not pay t%, th rent. 'Thte Fll-
oral (lovertllnt tht'ro'is hltt're.t'd, I think, to sotut' extent lettn.ust
the, itp p to provtidet the ptblie housing. l e 'l' assistant(, dirt'tor
up p t'etly It s titkten pains to see t that tWt'g1e1t0tnl 'rest i ti t'
P'uitlie I lou.ing Aut hority got his nmontey frou t htest, asstslAate, e1leks
as th' wt'ere delivered, ut he was t'alIet to avtoutt for thll and was
tol if' nos ilhlegal nnd Nmddh not I., dtiu, an u ir.',

On lin out' hand w'e ar'e having out ectarity; ot thitt other hatndtt,
you sav von 'ut ttke any of it to y p 0 flllil hill.Senllrl lI"Itit. It 11%,; volu lust deliver it to tIh, la\'fillI\" eon-

Stitued guadantlia1t tit',l by the operation of the ,State laws wvitlh1"efern o to that child.

Stnatr lV rin.'. h''ty did thilt in ti , prt 'smtce f the 'rentall agt'n1'y
reprets ntli ivt' anti thte' trtnta"l gtney got its 1non'y. It is prttI
httrd it do thait, supspos, it the ease of ti groer y bill ttt Al the ottir
little I ills pertiting to it fa tily, but. tltt pritlepl' unsolved is ttbout
thflue.llO

Senat totr NImt.mx. I btlie-e, Nir. airmanma, tlilt e'vervone tts
agri't wte ( ought to plug those loopholes. ril, question is, 'it, who1i
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should we vest tile power to do it? Many of us dread the thought, of
extending the power of public officials over the details of what is
supposed to be the private life of a citizen. So, when the suggestion
is made that this power should be given to the gentlemen who are
officials under this system, there are a lot of presumptions that cross
the mind against doing it. I should like to see a good formula that
would plug that loophole but not by giving it to those who administer
the system.

Mr. BuiNFY. If we could call the administrator not an administra-
tor but a guardian, that., then, would be right along our way of
thinking.

Senator Kmn. The Federal Government has no authority to
designate a guardian of children within any State.

Nfr. BIJIMv&. The Federal Government has said in this definition
that the money must be paid in the form of money.

Senator KEnR. To whom? To the one having custody of the
children?

Mr. BuRiNEY. We have to be practical along with our idealism.
When you start out to find guardians for, we will say, 15 or 20 parents
who Re mentally sound and all that is wrong with'them is that they
do not use the money the way they should, you really have a difficult
job.

Senator MLIKIN. Would it. be feasible to have a guardian for a
special purpose just as we have an administrator to collect in tile
various States?

Mr. BURNEY. Possibly.
Senator MILLIKIN. lie is not a general administrator, lie (loes not

have all the powers of an administrator; his job is to collect the
assets of the State.

Reversing the process, could you set up a sort of functionary under
State law who would have the power to disburse these funds?

Mr. BURNEY. Possibly so. It, had seemed to us in our discussions
that the relief director, when the recipient had the right of appeal,
could not go very far wrong in the disbursement of these funds.

Senator MILLIKIN. Regarding your statement about spending all
the money at once and having the children go hungry the rest of the
month, that is where your credit mechanism comes in where the bills
are run up at the stores, but I venture to say tlitit if you assumed the
right to direct the expenditures of people who s end too much imme-
diately after they get their pay cheek, you wouhl take in most of the
people in the United States. I do notknow of anyone who does not
spend more when lie has a full pay envelope than a few (lays after-
wards.

Mr. BURNEY. It seems to be one of our weaknesses.
Senator MILLIKIN. We are all fat for a few days and then have to

taper off for the rest of the month.
Have you had that experience?
Mr. BuRNEY. Yes.
After all, our interest is in seeing thai the ADC funds are paid

to the recipients that should have theni and that the funds do the job.
that they are given for and that these children on ADC are taken
care of.

The second recommendation is that Congress amend the Social
Security Act in such a manner as to 'permit local assistance agencies.
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to apply ADC funds to the direct ineed of children for food, clothing,
rent, fuel, medical care, and so forth, when it is determined that the
relative receiving the funds is not applying the money properly.

The third recommnldellation is that Coligress consider the advisa-
bility of divorcing the requirements for medical aid front those relating
directly to assistance in order that the States may develop their own
programs of medical care for indigent persons without endangering
the receipt of Federal funds for assistance purposes.

That again relates to the difficulty we get into sometimes when we
try to allocate. We found that dillicultv in two or three bills we
tried to pass. We would get them aion'in the hopper and then we
would clear with the Social Security olliee in the Capital and they
would send it to Washington for clearance and it would come back,
"We cannot stand for it."

The medical costs in Nebraska have gone up tremendously. One
of the reasons that is given to us by the board Inllmabers, that is the
county board members and their assistance directors, is that they
cannot have sufficient say-so on how they deal with tlse doctors.
These county boards go out to these doctors and they make deals
with them.

Senator lsun. Are you recomnmlending that?
Mr. l1sEv. We think we can save a Vood deal of money by it

and that is the reason we want to divorce it from the rest of the act
so that we can administer the medical to our own liking. We believe
in safeguarding the money and give the people the same medical care.

Senator BurT'. In connection with that last paragraph where you
suggest the advisability of divorcing the requirement of medical aid
from those relating directly to assistance, does not tile item ill 11. It.
600 wvhich you read a while ago take care of that in the proposed bill?

Senator KsEt. I uhlerstood him to say that is what it did do.
Mr. BuluN.Y. I think that is what we would like to have it do.

I think that is what, it will do.
Senator Kumt. Your position in that regard is that by being able

to contract for medical services for a group, you can get it cheaper?
Mr. BURNEY. That is right.
Senator K-mn. Now that was not tile basis of your recommenda-

tion for authority to spend the money for groceries and rent?
Mr. BUJNt'.Y. No; that, is a different thing.
Senator KUIJI. IThat is a different thing entirely?
Mr. ButNEY. A different proposition.
Senator KEit. You did not. contemplate by doing that that you

could get the commodity cheaper?
Mr.lujiNEy. No.
Senator Kprim. Your thought was that you would just. be ill a

position to insure that it was spent for those purposes for which the
local administrator thought it. should be spent?

Mr. BuI. NY. Our position as a committee was, as we discussed it,
that this party go out, and buy his groceries, contract for his rent. They
would still be free agents. But where they have proven that. they call-
not take care of the money, let the administrator apply the molley.

Senator hLusit. They could issue stamps instead of nioney that
would be redeemable only for groceries?

Mr. BUJINEY. That would answer the question, I suppose.

305



30(6 SOCIAL SECURITY REVISION

Senator MI1.IAEI. Would we not, have a small segment, of the
grocery people who Would give them lllolley for tile stailps instead
of groceries?

Senator lli'rih-n. Vo in Nebraska need to consult, with sonie of the
people down in Georgia and find out, how to orlganize our set-III) so
that we will live a county guardian.

Mr. BuNEv. I think that. might, answer the questionn. They
can get by \\'tlh it.. We have not. beenl able to get. by with it.

Senator Mllmllml. 1)o you have a juvenile court, system in the
State?

Mtr. BluTjtv. We have ill the city. Of course we have through the
State but our committee now is Working on these laws pertaining to
juvenile courts and probation.

Senator , lMIlKIN. I am talking off the culff and I will question Mr.
Kouns, our own director from Colorado, when lie appears tomorrow,
but I believe any person cognizant. of the neglect of children who have
benefits of this kind could appear before our juvenile court in Denver,
the parents would be haled into court, and the court would have com-
1 letv jurisdiction to see that that money was spent in the way it should
)o spent.

Mr. BURNEY. I think it should be handled through the juvenile
court.

Senator MIIItAKIN. Is Mr. Kouns here?
Mr. KOUNS. Yes, Senator.
Senator XIIAKIN. I stated to the gentleman that, according to my

off-the-cuff memory, anyone (-al appear before our juvenile court.,
develop neglect of children, and if the court, is convinced, the court
can take complete jurisdiction of the whole subject matter, including
the parents, and see that the money due the kids for the care of the
kids is properly applied.

Mr. KoUNs: That is right; and also it. includes the county courts in
the counties that do not have juvenile courts that handle juvenile
matters.

Senator MILLIKIN. I suggest that is your proalble solution.
The CHAI IMAN. Thank you, Mr. Burney, for appearing here today.
Mr. BURlNEY. Thank you, Mr. Chairman.
The CHAIRMAN. Dr. Irwin?

STATEMENT OF DR. R. B. IRWIN, REPRESENTING AMERICAN
FOUNDATION FOR THE BLIND, NEW YORK, N. Y., AND
AMERICAN ASSOCIATION OF WORKERS FOR THE BLIND,
BROOKLYN, N. Y.

Dr. IutwIN. The American Foundation for the Blind has its head-
,quarters in New York City but it has members all over the Unitel
States---about 70,000.

Mr. Chairman and gentlemen of the committee, I appreciate the
opportunity to appear here before you because the American Founda-
tion for the Blind and the Amerijan Association of Workers for the
blind have been interested in the Social Security Act insofar as it.
applies to the blind ever since it. was passed.

We were largely instrumental in having the categorical aid for the
blind included in ihe act and we have watched very closely its adminis-
tration over the past 15 years.
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%t' especially are gratified to comment oil 11. It. 6000 because this
net includes ('rtaill alendlenlts thlt. we have been advocating for a
loil" whilh. One section recognizes that it. costs a blind person' more
to ive than a seeing )eS01 and directs ti administrators in tile
various States to take ivto account, the special expenses growing
out of )dliss-i such as guide service and so on-- in evolving the
budget or determining tie amoumit which it costs it blind person to
live, and therefore the aniount of his allowance.

The bill also eibiles tei Adiministrator to encourage blind people
who are on relief to develop earning PIower which will enable them
to gradually get off relief. You were speaking about that. this morn-
ing in cominectiou withI other disabled people. Probably tin' blind
people are among those disabled who have tile greatest difictilty
adjusting themselves to their new situation and learning to work ii
tie dark, so to speak, takes them quite a while.

UInier tlie law the Administ rator had little choice ill the mater.
If a blind man developed earning Power and earned $it), $15, $20,
or $25 a month, fis allowance was imnuuedialtolv cut by that amount
and until lie got to earning llore th an his total allowance, there was
no incentive for him to de velop earning power. With olIer people
that was pretty difficult soviet imes.

We are very glad that this bill now Proposes to anlenl tlit' act in
such a way that blind people can he jnpermitted to earn u) to $511 a
month before they are cut. Of Collrse that is worked out ill coopera-
tion with the rehahilitat ion autlorities in the State and we hope that
ill any amendients you introduce ill the bill in ti' Senate you will
not inadverteutlv dish iurb that beaullse that is --onelhiung we have been
working on for t long while and believe ill it very strongly.

Some of us feel that the bill might lave gone firtlher in exempting
more earnings and also exempting solle other illeoll e that. was not,
earnings, such as gifts and so ol. However, whether that, is done or
not, I want to say that the present form of tle bill is acceptable to tile
American Association of Workers for the Blind and tile American
Foundation for the Blind and tile National Federation of the Blind.

Senator MILAKIN. May I ask a iuestto, please?-.
1 have a distinct, memIory that during tile Eightieth Congress we

established a $50 exemption. What hlapp ,ntd to that ?
)r. 1IWIN. Tiat was ill connection with the tax?

Senator M11KIN. Yes.
l)r. RWIN. That went. through. Blind people are Ipermitted to

take a deduction of $610 a year.
Senator MIJiKIN. I am not, talking about the tax deduction.

That went through?
Dir. IRwiN. Yes; that went through.
Senator MIuIiN. We allowed a $50 base which would iot be

disturbed by the benefits.
l)r. imwiN. Tfhie President, vetoed that.
I understand that the Administratiou has no objection to the

Present wording. I do not know that tie P'resident lits said so but
those close to iii have said so.

Senator ,MIAlKIN. You are asking for tlie same thiing mow?
Dr. IrwiN. Substantially I the sain' thing.
Semiator MUI.IKIN. We recommended that. out. of this committee,

we got, it through the Congress, and it was vetoed by the President?
601"05 - 50-1t, 2 7--11
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Dr. IRWIN. Yes.
Senator MILLIKIN. Now you understand the Administration is

agreeable to that which was vetoed at that time?
Dr. IRWIN. Yes; slightly modified.
I think some people wish they might go back to the old bill but

the American Foundation for the Blind is not pressing for that in
articular because we are quire delighted in the step you have made.
think perhaps we wish it would go still further. This is a great

step forward and we are delighted.
Senator MILLIKIN. It will be a great step forward if it is not

vetoed?
Dr. IRwIN. Yes. He would have to veto the whole thing now.
There was considerable discussion of that entire subject in the

hearings before the House, if anyone has any questions about it, but
I thinkthat has pretty uniform support. The only question about
it is, how far you should go.

I should like to call your attention to the disability insurance
provision in the law so far as it relates to the blind. We sincerel
hope that that provision will be retained in the law because it wi
place blind people who lost their sight while they held a Social Security
card in a position to receive aid in a way that is not humiliating and
it will be a very acceptable way of helping the blind for that reason.

We had hoped that the allowance for the blind or for any other
person who has to have an attendant a good deal of the time might
be increased in somewhat the same way as the income-tax law pro-
vides, by counting as a blind person's allowance the standard allowance
such as he might receive under OASI plus one dependent. That is
the amount which was determined in the income-tax law, that is the
special expenses of the blind were about equivalent to one dependent.
If the members of your committee would be interested in that, I
would be very glad to suggest the wording of that provision which
would make the allowance practical and fair, I am sure.

The CHAIRMAN. If you have it, Dr. Irwin, you may leave it
with the reporter.

Dr. IRWIN. I do not have it with me today. I will mail it down.
The CHAIRMAN. You may mail it to us and we shall be glad to

have it in the record.
(The provision referred to is as follows:)

AmERICAN FOUNDATION FOR THE BLIND, INC.,
New York 11, N. '., February S, 1950.

Hon. WALTER F. GEoRaE,
Chairman, Senate Finance Committee,

Senate Office Building, Washington .,5, D. C.
My DEAR SENATOR: I want to thank you for the privilege of appearing before

your committee last Wednesday.
I am especially interested in that part of H. R. 6000 which provides for a

disability Insurance to persons who become blind while they hold a Social Security
card. I sincerely hope the Finance Committee will retain this section in the act.

The general theory under which benefits are paid is that of partial compensation
for wage loss. However, a larger fraction is given under existing law to an indi-
vidual with specified dependents than is given to an individual without such
dependents. The theory of the larger benefit is that the social purpose of the
act requires it to recognize the fact that an individual with dependents needs a
more adequate floor of protection tham one without dependents. On exactly the
same reasoning, an individual who has the disability of blindness should be
recognized as needing a larger floor of protection than would an individual with
a disability not entailing the special additional expenses incidental to blind
individuals. /

308



SOCIAL SECURITY REVISION 309

I would like to suggest that, in addition to the primary benefit, an allowance
be made for blind people equal to say 25 percent of their primary benefit, which
will enable them to employ guide service during part time. One of the greatest
afflictions of blindness is the inability to move about at will. Under present
hazardous traffic conditions it is about as much as a blind man's life is worth
for him to venture forth on the street without a guide.

Many of its feel that a disability insurance for the blind is long overdue. When
the Social Security Act was first passed, it provided special assistance in title I
for the needy aged and in title X assistance for the needy blind. In order that
the aged might eventually be less dependent on charity, as Is the case when they
apply for assistance under the present title I, a title II was incorporated providing
an old-age and survivors' insurance program. Title X provides for assistance to
the needy blind, but the act does not contain a corresponding section providing a
disability insurance for persons losing their sight while holding a Social Security
card-an insurance which they would receive as a right.

If you include in the new act a contributory disability-insurance plan, most of
the blind people of the future will eventually be covered, greatly adding to their
self-respect and relieving them of the insecurity which always haunts the man
whose income depends upon the judgment of others and upon the exigencies of
State and county appropriations.

Very truly yours, ROBET B. IaWIN.

Dr. IRWIN. I would also like to comment on the definition of blind-
ness in the act.

You know, only about one-third of the blind people in this country
are what might be popularly referred to as (lark blind.

Senator KE.R. You mean one-third of those designated as blind?
Dr. IRWIN. Yes. Two-thirds of them have a little sight. It

may he only light perception or it may he tht they can see a moving
object with may keep them from running into a chair and help
them to get around in the streets, up to 5 percent which enables them
to see a little bit, enough to read headlines in the newspapers, per-
haps, if they got it in the right position.

Your definition of blindness is 5/200 vision as the measure of acuity
a'nd the field of vision is 5-degree angle of vision. That is a rather
unusual definition of blindness. It is the one that is used by the
Veterans' Administration, I think, for total blindness.

We have found in work with blind people both in the field of
rehabilitation and in relief and for taxing purposes and so on that a
broader definition of the blind is more ra listic. Some medical men
who have worked with us on working out a definition of blindness
have defined blindness as your definition-is in this act excepting that
it makes it 20/200 instead of 5/200 -vision and itprovides a field of
vision that is 20 degrees instead of 5 degrees. Five degrees vision
is about what you would see through a keyhole.

Senator KE6R. Actually you are recommending that this be
increased in the language of the statute, which is 5/200, or 2,1[ percent,
to 20/200, which would be 10 percent?

Dr. InWIN. Yes; and that i's the definition whichwas recommended
by the Social Security Act in the past, in the administration of the
act in the past, and also the Vocational Rehabilitation Department.
It is the practical definition that is used in the great majori y of States.

I would recommend that you investigate that subject because we
feel that the definition is too restricted.

Now it is not quite as bad as it sounds because a person who has
more than 5/200 vision may still be declared to be totally disabled
under the act and receive the allowance as an annuity, but he will
have to demonstrate it and it is a little hard to demonstrate in each
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case. If they took tile definition which is generally accepted through-
out the country, then all that the administrators would have to find
out is whether he had that particular amount of vision, which is
custoilary, and most of the doctors are familiar with it. Three-
fourths of the people are automatically admitted because they have
less than 5/200, and those over that'have to prove that they are
disabled.

I would also like to speak of the provision in lhies 6 to 12 on page
182 of 1i. R. 6000 where it. )rovides that you have an eve examination
lby a physician skilled in the diseases of the eye or by an optometrist.
Now an optometrist may determine the degree of vision but an
optometrist is restricted by law to treatig and diagnosing cases of
refraction errors only.

Now under the present law in Inost, of the States a blind applicant
for relief must be examined by an eye speialist-a physician skilled
in the diseases of the eye. i 11a1nV eases it is the first time that a
person has been examined for a good many years. There have been
hundreds, probably thousands, over the years, of blind people who have
been found to have an eve condition that could be improved by treat-
ment and have their sight either partially or totally restored.

In Illinois, a few years ago, in I year there were something over
140 blind people taken off the list of blind-relief recipients and their
sight was restored and they were rehabilitated and it gave then the
satisfaction and benefit of sight for the rest of their lives, we hope,
and it saved the taxpayers a good deal of money.

Therefore, we strongly recommend that this be not left open, so
that a person must be examined either by a physician skilled in the
diseases of the eye or when such i person is not available in the county,
as they tell me is the case in some counties in this country, t hen they
should at least have a physician examine his eyes rather than a man
who is not permitted to'go any further than to pass on refractiofi
errors.

Mr. Chairman, I think that is all I have to say.
The CH.AMAN. Are there any questions to be asked of Dr. Irwin by

any members of the committee?
Senator MILLIKIN. I was wondering if during the hearings we might

have statistics on the rehabilitation of the blind-so far as adjustment
to vocational pursuits is concerned.

Dr. IRwIN. 1 think the Office of Vocation and Rehabilitation has
some very interesting figures on that.

Senator MILIKIN. Thank you very much.
The CHAIRM.AN. Thank you very mnch, Doctor.
Dr. IRwIN. I thank you for this opportunity and I sincerely hope

that you will keep in the bill the disability insurance against blindness.
The CHAIRMAN. We thank you, sir, very much for your appearance.
Mr. Salmon.
Dr. IRwIN. Mr. Salmon is not here. I am speaking for Mr. Salmon.
The CHAIRMAN. Now we will go back to Mr. Wray who wishes to be

heard. Do you have anything you wish to say, Mr. Wray?
Mr. Wi.,,Y. No.
The CHAIRMAN. Are there any other witnesses present in the room

who have not been heard? If no other witnesses are present in the
room, the committee will recess until 10 o'clock in the morning.

(The follovi lug material was submitted for the record:)
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TIlE MASSACIIU5ETTS, fEMICAL SOCIETY,
Boston 15, Maoss., January o5, 1950.Senator tlFnvY CAnoT LOove,, Jr.

Scnte Office Building, Washington, 1). C.
D .R SENATOR Lun1;t: The medical aspects of 11. It. 6000 as contained in the

attached summary were examined by the conunittee on medical economics, the
executive committee of the coininittec on legislation and the sulbconmmittee on
national legislation of The Massachusetts Medical Society and the following
action taken:

1. Approved.
2. Approved.
3. Approved.
4. l)isapproved. In certain instances blindness can only be determined by a

complete examination and evaluation of the patient as a whole. Therefore, the
cotmuittees feel that examinations to determine blindness should be made only
by physicians skilled in time diseases of the eye.

5. Disapproved. The committees are in agreement with the views on permanent
total disability insurance expressed by the minority oii pages 161 through 166 of
Ilouse Report No. 1300. Eighty-first ('olgress. first sssion. Tlmy also are in
agreement with the views expre.-sed in Mentmorandun of l)is.mnt by Two Members
of tht Adivsory Council on Social Security to the Nenate ('onilit te on Finance
beginning onl page 181 of Ilouse Report No. 1300.

leslpectfully subiited.
lBy direct ion of the PresidentG

Chairnmon, Subcomimnithe on national l Lt'gisbition.

SUMMARY OF MPi'ICAL As'ECrS OF II. 11. 6000
There is before the Congress, 11. It. 61000, the stated olbiectives of which are:

"'To extend and improve the Federal old-age and survivors' insurance system, to
almend the public assistance and child welfare provisions of the Social Security
Act, and for other purposes." This bill introduces into the Federal social security
program several concepts which have a direct bearing upon medical care. These
a are:

1. Federal funds under old-age assistance may ie used to match payments
directly to medical practitioners and other suppliers of medical services in behalf
of reedy aged individuals, which, when added to any money paid to the individual
does not exceed a monthly amount of $50. Under the existing law, the Federal
thovernlnent does not. partici p.ate in the cost of medical care for recipients unless
payment for such care is nade directly to the recipient.

2. The Federal (toverunment would share in the cost of payments to old-age
assistance recipients living in iblie medical institutions other than those for
mental disease ad tuberculosis. Under existing law, the Federal G overtmlit
Iarticipates in the cost of assistance paynents to persons residling in private,
tit not in public institutions.
3. It would l)rovide as a requirement for a State plan that, if the public aist-

ance programs in a State include assistance to persons in public or private institu-
tions, the State plan must also Iprovide for the establishment or designation of a
State authority or authorities which shall be responsible for establishing and main-
taining standards for such institutions.

4. It would provide as a requirement for a State plan that, in determining
whether an individual is blind, there shall be an examination by a physician
skilled in the diseases of the eye or by an optometrist. Existing law does not
indicate how blindness is to be determined.

5. It would provide for a system of perinanent aud total disability insurance
to cover all persons included under old-age and survivors' insurance as well as
those entitled to benefits under public assistance.

Assistance payments would be available only to those needy disalile,l who either
cannot qualify for insurance payments or who need supplementary aid.

Insurance payments would be available only to those covered wage earners and
self-employed persons who have been regular and recent members of the labor
force and vho can no longer continue gainful work.

An insured worker. to qualify for permanent and total disability benefits, must
be stricken with an illness, injury, or other physical or mental impairment which
makes it. impossible for him to continue any substantial gainful activity. It
would not. be sufficient that lie be disabled onlv for his customary work; he lust
be disabled for all types of work, and the imlairment must. be permanent.. An
insured worker would also be disabled, by definition, if he is blind within the
meaning of the term as used in the bill.
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Benefits would be paid to qualified disabled workers for the month following
an Initial waiting period of six consecutive calendar months of total disability.

Benefits for dependents of disabled beneficiaries would not be provided because
of the added costs to the program.

A limited number of professional people would be required on the staff of the
Bureau of Old-Age and Survivors' Insurance to make determinations of disability.

STATE OF COLORADO,
DEPARTMENT OF PUBLIC WELFARE,

Denver 2, Colo., January 23, 1950.Senator EUGENE MILLION.

Senate Office Building, lVashington, D. C.
DEAR SENATOR MILLIKIN: The amendments to the Social Security Act passed

by the House of Representatives as 11. R. 6000 contains a new phrase on page
182, line 12, that I sincerely believe would result in chaos in the care of the indigent
blind, should it become law. The phrase provides that optometrists may be
employed for the examinations cf individuals to determine their eligibility for aid
to the blind.

It seems to me that the employment.of optometrists in making these examina-
tions can lead only to confusion, inefficiency, and additional expense. One must
bear In mind that the average optometrist is experienced and trained only in
the fitting of glasses and that he has had little training or background in the
dlanosis of disease conditions of the eye, and practically none in their treatment.

From our experience with aid to the blind in Colorado I should like to point
out some of the reasons that would seem to make the inclusion of optometrists
in the program undesirable.

Inasmuch as the plan includes the granting of money to indigents, there is
considerable incentive to malingering. Whereas an optometrist might be able
to record vision suitably, he would not be in a position to examine an eye medically
and from this examination suspect that the eye be capable of better vision than
the client admits. Nor are optonoetriste in general experienced in the conduct of
malingering tests.

As the visual status of a client may change, it is highly desirable to have a med-
ical diagnosis of the eye condition so as to know what visual change may be
reasonably expected. This is important in estimating the duration of the grant
or the frequency with which reexaminations should be carried out. Optometrists
in general are not qualified to make such a medical diagnosis or to give any satis-
factory estimate of the prognosis of a visual condition.

In Colorado, the aid-to-the-blind law specifically requires that prior to granting
assistance, a medical determination must be madte as to whether vision can be
corrected or improved by remediable surgery or treatment. If such treatment can
be reasonably expected to improve vision or restore sight, the applicant must sub-
mit to corrective surgery or treatment as a condition to receiving any form of aid-
to-the-blind assistance.

Partly as the result of this remediable program, the incidence of blind indigency
in the State is considerably below the national average. Obviously, the report of
an examination by an optometrist would be valueless in such a program.

The compilation of reliable statistics as to the causes of blindness in a community
is a matter of importance in making any plans for the prevention of blindness.
Carefully obtained medical diagnoses of ocular conditions are essential to such a
program.

Colorado has attempted to employ its best medical and surgical talent for the
relief of the indigent blind. Examinations are conducted only by eve physicians
designated by the State department of public welfare. The policy of the depart-
ment in selecting examiners is to choose only physicians holding a certificate of the
American Board of Ophthalmology, or showing comparable qualifications. To
depart from this policy and to include optometrists would represent a serious lower-
ing of standards.

I wish earnestly to solicit your help In preventing this unfortunate proposal from
becoming law.

Respectfully, JN CHENAULT LON, M. D.,

State Consulting Ophthalmofogist, Department of Public Welfare.

(WhereupoAu at 4 p. In., the committee recessed until Thursday,
January 26, 1950, at 10 a. m.)
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THURSDAY, JANUARY 20, 1950

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met at 10 a. in., pursuant to recess, in room 312,

Senate Office Building, Senator Walter F. George, chairman, presiding.
Present: Senators George (chairman), Johnson (Colorado), Kerr,

Millikin, and Butler.
Also present: Mrs. Elizabeth B. Springer, acting chief clerk; and

F. F. Fauri, Legislative Reference Service, Library of Congress.
The CHAIRMAN. The committee will please come to order.
Mr. Kouns, I believe you are the first witness. Come around,

please, sir.

STATEMENT OF EARL M. KOUNS, DIRECTOR, COLORADO STATE
DEPARTMENT OF PUBLIC WELFARE

Mr. KoUNS. I am Earl M. Kouns from Colorado, Mr. Chairman.
The CHAIRMAN. You are the director of the Colorado State Depart-

ment of Public Welfare?
Mr. KOUNS. Yes, sir.
The CHAIRMAN. All right, Mr. Kouns. You may be seated, and we

will be glad to hear you this morning.
Senator MILLIKIN. Mr. Chairman, Mr. Kouns has been in this

business for a long time and is a very highly respected man in the
State of Colorado.

The CHAIRMAN. I think Mr. Kouns has been down before this com-
mittee on one previous occasion.

Is that correct?
Mr. KOUNS. Yes, sir.
Senator JOHNSON. You might tell them, Earl, who appointed you.
Mr. KOUNS. Mr. Chairman, I might say that 9 months before the

Social Security Act went into effect, Gov.'Ed C. Johnson sent for me
and asked me to organize a department and administer the program
of relief for those 9 months before the act went into effect. So it was
Senator Ed C. Johnson who was responsible for my being there.

The CHAIRMAN. I see.
Senator JOHNSON. Mr. Chairman, I might observe that we had

State pensions before the Federal act was on the books, and Mr. Kouns
was in charge of it at the time the Federal act was made effective.
And we were paying pensions to a considerable number of citizens at
the time the Federal act became effective.

The CHAIRMAN. VWe will be very glad to hear you, Mr. Kouns.
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Mr. KOUNS. liI IrIII 1931 the last moath before tile Social
Security Act, went. into effect., we were paying anl average of $17.72
apiece to 21,679 people, over the age of 15.

I have been the director of the (oorado State )epartnent of Plhilie
Welfare for approximately 15 years. Tle tt(te department of pullie
welfare -i1pervtses thle administ ralion by tilt, 63 county depar mlelts of
public welfare, of old-alge assist ance, aid to deptlenet chihieit, aid to
the blind, and it prograil for the prevention of blindness aud restora-
lion of eyesight, general assist allce, tuberculosis hospit alizalioln, child
welfare, atl other pIblie welfat e services.

])uring this period tli, cost of Public Assistance has continued to in-
crease ad very few changes hav bvten nintt in the old-age and
survivors itisuralnee program.

Senator MIII.IKIiN. Mi'. ('hair1a11, una' I ilterrutlt. to ask Mr.
KoUlls to be good enough to explain the athuinistratioll of our systelci
inl Colorado, the r'elit io of tIi tol'tiet its to t he whole prograill anld the
inunici palities to hei whoh, logail?

Mr. KOUNs. h'lie iiblic-wel rute progtraim in Colorado is known as
'',ounty adli illist eretd, Stilto S1tlt'r'Vistl', ' The cit ies, wit hi tle excet'p-
tiou of 1)enver, which is hoth i tity1 atid coutty, do not enter into the
picture. mhe total exl elditit'es a e shared aot lit) percent by 1ho
State, 31 percellt by ilhe Federal (lovv'llllet'1t, and ) ptreelt bv the
counties. We adopt the riles anid regitlatioiis, aud the colllty act'ially
adIninisters tlt- program.
Seuetor MIi.IKIN. Thanlk y'out Vt'ry much.
Mr. KOu NS. We wish to submit thi foilowitg reeontniendations for

amendments to the Social Seeur'itv Act----
Senalor MItLKIN. Will you, at some tiule diiig the cottt'SO of

your statemtent, tell us te ,ost of il, program ill Colorado; how ve
raise the ftlids there to do our owtil tlatehliug?

Mr. Kou'x. As to thet' noney for old-age assistamce, or odl-age
pension, as it is knowti inl ('lorado, thke State funds art' derived 78
percent, of tlhe 2 percent. salt' tax, 12 pe'ivlt from liquor tax, and
tl1e retnaining It) l'el't from ati additional I0 ll'erentl ot itheritaco
tax, corpo'ratiot fees, 111dt1 a few miscellaneous itetus.

Selnalor MItI,,KIN. And those taxes are raised and segregated ill
that, way by etnlitlitit ioali aietdiletil, are they t ot?

Mi'. Ko';NH. Yea1, sir: 11hev' are played itl thI' bld-age pension fund
by constitutional atnendnetit. As to the remaining funds from tho
State, 15 pt(reilt of tlhat satt soUree goe's to aid to dtpthedet ehildreti,
aid to the blind, aid chil-welfare services, Then, for tuberculosis
hospitalization and general assistance, the niotey is appropriated
direetl, out of the general fund.

Senator MItIKIN. flow big is that? flow sizable is it.? I am
referritlq to lhe aplrori ationt out of the general fund.

Mir. KOUNs. Tho St ate appropriation for aid to dependent ehi',i'en
is $1,800,000 per year, gt'eral assistance is $7,50,000 per year, and
tuberculosis assistince is $250,00) per year.

Seator' MILIiKIN. That totals how mIuchl out., of general revenues?
Mr. KOUNS. Well, part of it comes olit of that, remaining 15 percent

from thei sales and liquor tax before it gets to the general futd.
Senator Mim~m~iKiN. lOW much do we appropriate out of the

general revenues?
Mr. KOUNS. About, a million and 'a half per year for till purposes.

Then the county's share is raised bX, ad valorem" taxes on lrol'i'ty.
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I might add, here, tint tihl tot li cost o1" niiministrlilon, including
both State nd i county explluse, is i)roximitately 3: |1)ereltn of tlieoeyexpenlded. °I'IiatI is for (le t, otl pr'ogrill , -vatll~'el deal

of out' prgiiitt, or it. letst somite of it, pirt ieil.icrly hole t aching for
thle blind anl chli d lf'ri'e s i'.ves, is Mostly adidinistratioii, anliise
it is a1 service; IIt all added toglelher, ou'r admniust rat ive expense
rejiwsmit upnaipproxnulia I lb :1 percent of the totl expenditures.

St'iiiiO Nlli tltKIN. low does that compare wi ith national Imrages?
M r. KouS S. I do In hitljlei to know the nintionial average, liut I

ieilrd solit, te tinloliv yesterday, ail it is inuh lower thiti tiiitt
wihiclh Vas test iliti to ves.terdlav.

Senator Nit ltIIKIN. f lthiik it. wa. te itfied to vesterdiy that it wats
aroniid i percelit, or something like tait, was it. not.?

.Nit'. ('olltei, dOvoll have anly figure?
N'. (oiN. e 'olorido is stiulitintilly less, Is I recollect,. it,

Seititor. 'l'ie nat ional aveilge, i, I recall, wias somlnewhere bet ween
i tndI S percent, ill tilte cOliillld progratti.

Seititor it .t1 1,1KIN. 'Thatntik yon.
Mr. Kol Ns. i ni Colorado, appiroxiihiiltei3 25 pt'rivent, of the total

iuiihber of old-ige aniid siurvivors insurane reciphiiets ire ilso rNeciViht
Olhl-tigt'-iissit l tutt.et ilpaymeits. To suippletiient. ()SI liyiyentts, it is
l itr,. to grantt, iu to hept lle.ie chiul'en to appirxiiittely 15
ler'ent f the chiiren r'cev' ing olt-tigo tiid Si vris'ot' insiuira nc'e.

We recoimliiilnd thtit. tin oli-aigo atnd survivors iinsu'atnco s tilons
of t lit, Social Security Act'. be aiendei to provide for great er cov'age
and more adeqilate mi'titls, which will inevitably result. in i decrease
in Iie ieed for publie-assist atnceex lelditiures.

Senator Mi tI1Ki . W' have htI t (quite 1 tittle discussion of that,
pohilt, here, sin e' these hitari gs have sttirlet. 'liere is sOnite opitnioi
that. lito iiatter how hi yo% tsll e oir il,1isuraniatce, ytou ire simply
stitrt it it iewv plateiau for eilrgetd iublic assistance. W'hat, do yoll

Ni'. KtOUN'S. Well, I (oi't ilgt'Vo with that.; becaso itt chiittkng
34ml flind thalt Where erlyk 2,Alit lrhliiiry v nliblhwrie ilivr ohl-

tiig and survivors4 iisura ti thit wt tre also playing il olt-tigo
peision to; auth uitdei our coist itu tiotial nndiitt'lil, tine ttitit
tiie' receive will i' deducted. So thati if tilh' teceiv e adlequato olt-
aig aditl survivors insiurii'te, the'y Woi't. hi r(,ctivilig old-aige petision.

ulit on till the otier progris. it is defiitely based liOlii bdlgttairy
neetd. And, for insta c'e, oil itid to tlt'eviildet Cthilr'ei it. is ol the
basis of it budletarv itlieintcy. So th!s chilr'n tire lio' receiving
it ttvt'mia t of itout $12 ia month per chiid tidter olt-ilge tiiad survivors
ii suirance, a dil we suppilemitient. 1.5 pe'ct'ii of tlhen to miake uiiip the
retiituder of their bilgetiirv tted.s. Aild tertaiily if olt-ago iit
survivors insutiticnco paid tilitin iidtqtely, it lei'it, to equal tho
millilntllt budget, wo would Iot, iay t ltnitnlly t.ilitg.

Senator MIIKI, )o you not, "btiieev, Mr. lKouiis, thutd if the
Fetideal (Tovoriinnt iner el th itnioun of public issistanee for
ititehin g, it would exert it u'esst o onil the Stato to also iieresiie tho

pubhlie it sisttllttVe?
Mr. KOUNS. No, sir, I don't. Because wvitih tilo exceptiou of old-

ago peision, which is otl a basis of need but otl it different basis, till
thetu prngrams tire blastt l1)Oi i budetiar neel. Atiti if the Fedt'ertil
fliover m nt iticr'ased its old-ige itild'survi\'ors benetits, it would
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eliminate a lot of those cases from applying for public assistance.
And if Congress increased the Federal participation in the public
assistance section, we would still administer it on the basis of the
minimum budgetary need. So it would not increase.

Senator Mnfi.tKam-. But has not the effect in the past been to raise
your level of State expenditure as the matching funds became avail-
able?

Mr. KouNs. No, sir. Becaet ever since the beginning of aid to
dependent children, which is tlie largest program outside of the aged
it has always been oi the bsis of budgetary need. It. is true that,
for several *years we did not. have the mlotney to pay that minimum
budgetary need, which we art, now payitg;'but it has brought the
payments ili) more equal to their minimum budgetary needs.

l1t, under ito eirlcullst aillces would it go eyo"lld that.
Senator NiLiJKi-N. Budgetary need is, I slggest, perhaps not a

static conception. As ioney "is available, do "lot tilt, budgetary
nieeds have a tendenev to be interpreted more liberally?

Mr. KouNs. We have not found that. We have ried to provide
through tile budget that w\e give a fair decency of minimun living
and stop at that.

Senator INhI,KIN. I would like to |itit this to you. On the ill-
smred side we are working with a fixed number of dollars. We pay
in a fixed niuml1lher of dollars, and we get out a fixed iiimluber of dollars,
as established by the law. Now, we have had a serious deeline ill tilt,
value of the dollar, and we might. have a further decline in tie value
of the dollar. Itow are you going to mllet this hudgetary need if the
dollar should continue to decline in valme, except. to supplement it
with al increasing amount of public assistance?

Mr. KOVNS. That is true, Senator Millikin. But, the budget we
have in Colorado is what is known as a quantity budget. And a
person needs so much for shelter, and naturally if 'the cost. of shelter
goes up we have to put. more in the budget, lie needs a certain
quantity of food and then each county prices that food locally, so
that, it ls apphicai1e to the cost of food in the county; and, naturally
if tie price goes ill it takes more money but the recipient is stil[
getting just enough to provide a minimuni budget.

Senator MILLIKIN. But it takes more dollars to do that if you have
a declining value.

Mr. KouNS. That is true.
Senator MiiuAKIN. And you are getting a fixed number of dollars

out of your insurance system.
Let us make a case out of it, and let us assume that you have all

insured person receiving $22.50 a month. Let us assume that. Now
let us assume that you determine that his need is, let us say, $75 a
month. You then give him, out of public-assistance funds, the
difference between $22.50 and $75, do you not?

Mr. Kou s. That is right.
Senator MILIKIN. All right. Now if that $22.50 which lie receives

by insurance should go down to a purchasing power of, say, $10, or $5,
his need remains the same, and he has got to have more dollars soie
place or other. lie cannot get it out of insurance. Ho therefore
has to get it out of increased public assistance.
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Mr. KouNs. That is true. But if you (to not increase his paylient,
then the sprmlo between what lio gets and what he needs to survive
is greater, and if you do not, follow the cost of living through the
insurance prograi and increase it accordingly then you require more
and more pu lic assistance to pay the difference between what he
gets and what he needs.

Senator MiLLIAKN. That raises tile fundamental thing that, I put.
to you: that, in .your insurance program, while every session of
Congress could be raising insurance payments, it. would also have to
be raising contribution.

Mr. KoutNS. That is right.
S senator firiiiN. So your insurance system has a sort of inflexi-

bility in it; not a complete inflexibility, because the Congress can do
as it, will uidoutedly (10 this time, inlcase ftlit'i benefits to compensate
in l)art. for the increased cost of living.

Mr. Kouxs. That. is right.
Senator MuMKIN. But 1 do not believe that anyone that is in

favor of this insurance systent believes that every year we should
come in here with a whole new revolutionary change in whatever
there is of tile isurance basis in the svsteni.

Mr. Kou s. I agree with you, Senator Millikin. But 1 think after
10 vears certainly some adjustment is itle.

Senator MntixiN. I do, too.
Mr. KOUNs. And I would not recommend that you change it.

every 2 years or 4 years, but-
Sumatn' .Mn.IAIN. I agree with you completely on that, but I am

simply suggesting that. unless you had every session of Congress
Iidd ; around with changing these insurance contributions and
insurance leneits, unless you kept that up with tile increasing cost.
of living, you have got to take care of the fellow's need with increased
public assist anlce.

Mr. KCuTNs. That. is right.
We reconnecnd that t ie old-age and stirvivers insurance sections

of the Social Security Act be amended to provide for greater ce-crage
and more adequate payments, which will inevitably result, in a decrease
in tlie need for public asistaMne expemlitures.

Public assistance, II. R. 6t000: In general we reconnend enactment
of the provisions of II. R. 61000 which amend the public-assistance
sections of the Social Security" Act..

Senator M hLIKIN. Would you rather have tie hold imp until after
you have finished your statement, or would you rather have me
question you as vol lgo along?

Mr. KouNa. I would rather have you question ate as I go along,
Senator.

Senator MILIKIN. Let. me ask you this: We have had a lot of
testimony on the increased coverage and I would like to talk to you
about the farm opinion in our own Atate. Are the farm proprietors
in favor of increased coverage?

Senator Kmna,. To tile extent of including farm workers, do you
mean?

Senator MiLLImIN. Yes. 1 would like to take it in two bites, one
to take care of the farm workers, and one to come in under the self-
employed theory.
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Mr. KotuNS. Senator Millikin, I cannot answer that question
directly. Ilowever, I did write to the Colorado Farm Bureau in
Denver, and received this letter:

The hoard of directors will he holing a regular meeting .lamary 1.3 and 14, and
I will take the matter of their stand on social security up with then and take their
answer at that time.

I did not receive the answer.
The Grange of Colorado, under (late of 1)ecember 19, wrote nc-
In reply to your letter of the 15th, I am enclosing the resolution adopted at the

National Grange sessioII last month ill Sacramento. Also, at tile hot tom of the
page is the stand adopted hy tile State grange in Colorado. Yon will see that the
National Gratipe action, and though we have always been opposed to social
security for farmers and farm workers, indieates that they are now favorable
toward a trial and the State's authorizitig the appropriate legislation.
And tile National Fariers' ITnion advised that they had always
been ill favor of coverage of both farmers and farm workers.

Senator MILtWIKix. What did you say at the last there? The
farmers union?

Mr. KoutNS. I referred to a letter front the National Farmers
Union, James GI. Patton, president.

senator MIILLIKIN. Yes; I understand they have been favorable.
let inc0 go hack to that. Grange husittess. )o they want this

selective according to those States which authorized it? I did not
quite get the concept that, you read.

Mr. KouNs. Well, Senator Mlillikin. I don't, either. Trile resolution
adopted by the National Grange ill San Franeisco states:

Therefore, le it resoh'ed that we favor etension of coverage to farm elpople
on a trial bagis, working toward tile perfection of a practical lan; that co erago
Ie extended to farm people inl those States adopting appropriate legil:tion, that
the executive committee he authorized to advocate the Orange stand favoring
general coverage of farm people if it is satisfied that the plan proposed is % orkahlo.

Then tite State action is that.:
The State Grange of Colorado is favorabhle for the inhlision of farm operators

antd workers when and if a practical aod '\orkahle plan ait cno worked outt.
Now, I presume they mean the question of coverage and collection

of tile paymlenitsTlt is what, I prestlltle they are talking about.
Sellltot M IIKIN. What would be your l)ersoi.al judgmttent el it.?

You get, around quite a little hit.
Mr. KOUNs. I do know that, itt 1933, whein 1 was in Pueblo and was

county coilttnisSioner, tile farmers and farl workers vere atlnong the
many applicants for public assistance. And I do know that particu-
larly the farm workers itt Colorado present a real problem to public
assistaltee.

Senator %MILLI KIN. Would you say that that Grange resoltiot
covers both the proprietor and the worker?

Mr. KOUNS. Very definitely. Because tile Colorado action is that
"the State Grange of Colorado is favorable for the ittelusion of farm
operators and workers."

Senator MILLIKIN. I see. Tiank youxverv much.
Now, the Farm Bureau has not throwll itt its line yet.?
Mr. KOUNS. I blind not received a letter yet. whten I left Denver.
Senator MILLIKIN. Senator Joltnson, would it be agreeable to you

if, out of the committee, we asked Mr. Kouns to get. inl touch with the
Farm Butreau out there and tell theni we are in these hearings and
would like to know what they say about it?
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Senator loiNsoN. I would like to see him send a telegram. They
met on January 13, did they not?

Mr. Kouns. Yvs.
Stmator Joitson. 1 would like to have you report to us now what

they decided.
Senator Krlift. If thlv decided.
Senator JOHNSON. If they decided anything, whatever they d-

tided.
Ni'. KOUNs. I will try to get in touch with tllm. If I it) not, I

will get iii touch with them when I get back, tie, first of tilte week.
Senator JoHNsoN. I would like to have that iin your testimony at

this tile. It ('1111 be inserted ill tihe record.
\Mr. Koens. I will send a wire, Semator, at noon, and I will probably

get, iall iIWel.
(The reply of tile learn, ureau is as follows:)

(Teleparaml

I)F... v.tt, Coi.o., January ?7, 1950.

IWasshington Hotel:
Membership and board failed to take stand on social security Issume.

L,. V. Toyvi.,
Erccuti'e Secretary, Colorado Farm Burcuu, Inc.

S,'enator Jo1NSON. I)o you think that the Farmers Union, tie
(range, and tile Farm lutreau cover l)ret ty well the farm loplationof C toorado?

tr. KouNs. 1 don't know, but it certainly would eliminate the
opposition that there has been to it. From'talking to some small
farmers, 1 do know that they advocate, if tile self-employed are to be
covered, they also be covered. The smll-faim operator would like
to be covered as self-employed. I know that.

Senlieor JOHlNSON. Now,'when it coies to farm labor ill Colorado.
do you have any figures to show the nuniber of farm labor that, are
migratory? Is not a very large percent of it migratory? Is not a
considertble percent of contract labor, especially in tlle beet fields?

Mr. Kouns. It is, Senator. But 1 (10 not believe that there is
quite as much migratory labor as there used to be 15 years ago. 1
think more of them stay in the community thon are imported, as they
used to be. A great deal of it still is miglratory labor, yes, sir. But.
there are more oftlhe'ni that stay throughout the year now than used to.

Senator Jon-so.N. You do iiot. have anything in the way of figures
on that?

Mr. KoUNs. No, I don't. But it is a )roblhne, yes, sit.
Senator JomnsoN. It has bem tit' custom not only to have migra-

tory lalior but to have alien migratory labor. And thev alien migratory
labor is requirtt, under our laws, t' be sent to tilt, country froi;
whencte they caie.

Mr. Kot;u-s. Yes, sit'.
Senator JoiHNSoN. And do voU thil" that tile farint'rs ill Colorado

want a petion system, an insurance pelisioni system, for alien nmigra-
torv farm labor?

Mr. Kouws. I woult not think they woult want it for alien
migratory farm labor, because tit ltre' returned each year to their
country." And I (to not have tile atittde of thit farl' individually.
I was hot able to get that at all.
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Senator MILLIKIN. How many farm workers do we have? I am
not talking about proprietors.

Mr. Kouas. Senator, I could not answer that.
Senator MILLIKIA. Do you have that, Mr. Cohen?
Mr. COHEN. Yes. We are going to supply that to you, Senator.

The only figure I have here this morning on Colorado is that for farm
operators and hired farm workers combined. That is all I have with
me. In Colorado that is 18.4 percent of the total labor force, in the
census of 1940.

Senator MILLIKIN. And does the total labor force likewise include
the self-employed?

Mr. COHEN. Yes, sir.
Senator MILLIKIN. So that you have a comparative figure.
Mr. COHEN. That is correct. That is 18.4 in Colorado, as compared

to 15.6 percent for the United States as a whole.
Senator MILLIKIN. I wish we could get the statistics so that we

could have it in connection with Mr. Kouns' testimony; I mean, that
one, and also the number of farm workers.

Mr. COHEN. Yes, sir.
Senator MILLIKIN. Do you not think it would be a good idea to

have that, Senator?
Senator JOHNSON Yes- I do.
The CHAIRMAN. Would you wish to put this in the record?
Senator MILLIKIN. I think it would Po a good idea.
The CHAIRMAN. This shows the figures for the whole country, and

it will be inserted in the record at this point. It gives the Colorado
figure.

(The material referred to follows:)

Farm operators and hired farm woorkers as percentages of total employed labor force,
March 1940, by States, arrayed in ascending order

United States ------------
District of Columbia -----------
Rhode Island ----------------
Massachusetts ---------------
New Jersey -----------------
Connecticut -----------------
New York -------------------
Pennsylvania ---------------
Now flampshire -------------
Illinois ----------------------
Maryland -------------------
Calfornia ------------------
Ohio ------------------------
Michigan --------------------
Maine ----------------------
Delaware -------------------
Washington -----------------
West Virginia ----------------
Nevada ---------------------
Florida ---------------- _---
Indiana ---------------------
Uta -------------------
Ariona --------- _--------
Colorado --------------------

Boure: 10 ePOplation ouos.

15. 6
0.1
1.5
1.9
2.5
3.2
8.7

8.
8.7
8.8
9.1
9.7

10.0II. 9
12.0
12.81z 312. 8
1&. 5
14. 9
106 1.
166
17. 4
1&.4

Virginia .....................
M issouri ---------------------
W isconsin --------------------
Verm ont ---------------------
M innesota --------------------
Texas ........ -...........
Louisiana --------------------
W yom ing _, -------------------
North Carolina ..............
Georgia ................
Tennessee ................-
K ansas -----------------------
New Mexico ------------------
Montana ....................
Oklahoma --------------------
South Carolina .............
Kentucky ..............
Alabam a ....................
Iow a -------------------------
N ebraska ....................
Indiana ....................
South Dakots _---------------
Arkansas ---------------------
M ississippi -------------------
North Dakota ---------.......

PetonI
20. 4
20. 7
21. 1
22.2
24. 8
2& 2
20.0
20 3
26.6
27. 1
27. 5
28.0
28 1
2& 6
2& 8
2% 1
2%9
31.1
31.2
32.3
33.3
41.3
48 3
43.8
44. 5
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Farm population as percent of total population and farit operators and hired farn

workers as percent of enlployed civilian labor force by State, arrayed in ascending
order of percentages of total population accounted jor by farin population, 1945

Farm olvna- Farm opera.
Farm tors and Farin tors a11l

population hirt farm popuIl.iton hired futn
State as tr eol W rt state as lereentt workers as

of total percent of of total rent of
IVIptlht- enployed potila- employed
tion I civilian labor tion I civilian labor

force force 

Unted Slates .......... 17.9 10.6 Texz .................. 21.9 14.8
)itrirlct of Columbia.. (1) .1 INis-oturi .............. 24 0 S I
lthhd Islatd .......... 2 1 1 4 Lonjalana............ . 24 2 15.4
New jersey 2.0 1.8 Wisconsin............. 24.4 15.9
NWtaltsetts ......... 3.4 2.1 We.st Virgeviia ......... 25.0 11.7
New York .......... 4.7 30 New exico ........... 25. I 21.7
ConnectlCut ............ 5.1 3 0 Vireiznta ............... 26. 0 13.0
Crlifonla -....... 6 I 6.O Ka1as -.............. 27.6 18.5
Pennylvanla ......... 7.9 4.5 MitM -esol------------- 29. 3 17.9
Nevama ............... 8.11 9.9 Nol11flo ............. ot 4 2.3
Maryul n............ 9. 4 9 Vermont .............. 30 7 21.1
illinoi................. .8 A. I Okl: thoma ...... .... 3.5 20, 8
Floria ................ 10.2 10.5 (Icorria .. .1 . 17.3
Arizona ............... t1 3 9 1 I-ta'oa ................. 31. 4 24 0
Micligan ........... . 12.1 7 I Nebraska 1 32 7
Ohio................. 12 :1 f. Tllesm'e.......... ... 1 1 1o 6
liclawar. .............. 1 :I 1 8 8 low, ........... ...... ;1,) I 24 3
WmIligioll . ......... 1 9 8.6 Alalotanv .4.......... 311 1%.4
New h amIpshlre ....... 14 4 9.2 Soth Carolita ........ 35 9 20. 5
Ulah ................... 16 2 12.4 North ('arolina - -- .4 20 9
Colorado .............. .I'. 2 12. ] Ke,tttekv ........... 5. 3. A 24 5
Oreit.l ................. 18.4 11.5 % rk:a i ........ 44 0 N6 4
tn. lana ................ lt I 11.3 :il Ia:t a ........ 45 11 1
Stahie ................. 'W2 Itt 4 i "sqi5n.i ' 2,.5W youli1 ...... .. .. i..I'; llIi ........... ,' .Wyotiioc...............21.6 17.7 North I)akota ........ 8 31.6

I 1945 Centus of Aurlculture.
I Since the 1145 Coenst of Agricultre was taken in Jntiary) when the number of persns x working as fatm

operators or hired faran 'orker is IIaIItv low. the percentages for sonte States it this coltutto arc suttolan.
Itily sitller Iltiln they tould lbe if they related to other wpaons of the year.

3 Lessl than 0.0 terc'nt.

(For data from which ierenitlages II second colutitn were derived, see at omiativlog I tle.)

Nttmber of farm operators, hired farol workers, and employed civilian labor force,
by State, in ascending order of percentages of total population accounted for by
farm population, 1945

Farm ottr. Hired ftrn Farm ouir- Emiod
Stteltrs wors Iarm aloes and, civilian labor

ators workers faint workers force I

UnItted States .................................. 4,977,05M 748.341 5, -2007 %,91, 000
District of Columbia ........................... 34 169 203 4M 306
Ithode Island ................................ 3.236 1,152 4.3,02 324.541
New Jersey .................................... 23.349 11073 35.422 1. 940277
Mva altuselts ................................. 27.228 I11,! ,18. 379 1,.5.5ma
New York ................................... 12. -8 41,932 1.520 5.66,, .433
Connt L. Ictt .................................... 18. 2z 6. NM 2.% 002 837,192
Callforin ...................................... 111.675 100,327 212.22 .5M, 02
Pennsylvantia .................................. 147.312 27.603 174.917 3. 899, 299
Nevada ................................... 2941 " 420 6. 361 54.271
Mariand ................................. 31,791 131 6 44.8,M1 910,330
IlliLq ......................................... 180211 29.044 29.3.5 3, W8, a21
Florida ......................................... 49.557 .36. 014 M. 571 818,175
Auirona ........................................ 1io 290 9.147 19.437 212.747
M e hlgan ...................................... 144.982 14,949 159.211 2.260. 522
Ohio ........................................... I.247 19. N%6 207. MIl 3.0 K298
Delaware ...................................... 8,140 1.3 10. 40 118341
Washington ............................... . 64,4%A l0. 2N2 74.772 80.1 8
New lamlishlre ............................. 14,21 3.018 17.269 182,256
Utah ......................................... 21.0,46 % 29 24.340 197,084
Colorado ...................................... 40.978 9.747 0. 725 33, 972
Ore ..n................................ 51,.1, 8.S25 IMt1, W 52.416Ind ana.................................1t 'A 6.64 147.2Inina.::.::1.9,' 1 1. 11M 165%. MI', 1, 471.628
Maine ......................................... 29.718 4,426 34,144 329.662

8ee foot Rotes at end of table, 1. 00.
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'umber of form operralors, hired farm iworkars, cnd employed cirilia labor force,
by S(a8;, its asceeccing order of ptrcenIagc of total popilation rcczun cl for by
fltrm popululion, 19.4,5--Coililed

1 -'.tc oper- 131cc;! 1 in t rirulle over- 1-' Ic ol r
btci I'S • c corkcrs I itN midl ci% ilea ti t

'yo -u - - -- .................................... I , .. I .% , S, M ,I I "A I
t- - - - - - -............-.......................... & I.MI;-- - 1

1  
. .,v11 2.

I 1uri -. ............. .... ....... ..... I I. .11N 1.1.212 I 1., "ud
I lsdal-V-- - -....... 2 .... ............ .. I .. 2 27.2MS9 ,%9

ow M eleo- -- II .I....... ... . .......... ...... 3 I- 1..41 1, , 19,1 , VI. I.1.
Wet V irginl a - - - - --....... ..... .. ...- ._.; : 1 I'. 0 7. N ('. . ,49
NowM i, . ........................ ..... . . ' 1. l 1 . I I t;.. c,
Virl i- ........... ............. _ ...... - ., 1 . .4.I

1ms - - - - - - 1 .............. ....... .......... c...i 13.39? 1 ,. 0 ,, m7l. ,
OIlicciers- - - - - - - --.......... No9 Ic. IN 4, 14 . W.4. .%

ol c e - - - --.... ... . ...... ......... 2i4 , -1: 1 i. I 4;24
e -llt- ................... _........... . . . 39 I1 .I.s 24.% 7l .I

Okitc ca - ..- $...........43. ic.......... 1 4,N "%,) 1c. . I . 313 4.,3?,

(lo ql[K " . ....... ... .. ..... ..... . ... .... k' 797i 19. 11'N7 1 .% %, . s 1 7 4), '..,'Ictai . . . . . . . . . . . . . 1. O 4 1 UN 0 , . I It ,. Ices
Nebrsts -- - - - - -~ck21s I W. 12 I I39.10 cc 4 i

A c011 -- --t .-.............. .......... 3.....3.... x 1 . I.l- 211,79 . I. 07S, .23I
low -- i c _ _cn3?l ..................... ...... .0f.l01 .1 k ,I . ; , 6 ,,& 3
hi .a6ett - - - --__ _ ..... l............l........ . c1 2 i 13.3",3 1 5, 192.Ic. 1. Ml

P01111 trC ca - - - - - - ci ............ ... :1142 RA14. ~i 1 ~ . W.; lc.'cc
North i .c ...llcc ..- - - - - - -2.4. . 41cc 02 174. .I I, ,4 .1 3
Kc ck - -- .-ot ......................... .... c .M . N. U I. 23,? 1 W.71 9iu
A ka - -- -I- -. . .... ................. ....... U. . r .; I '. I, 1 . 11
0o1th 11 kol ..................... j 661 #9 . 1c 6. , ? 4. SA 

1
)

NI IssIsli .............. ... .';q;"No 6 96 t AV 16S1 6'. S I
North i kcta .. . . . .. ... . . . .1%.. . . ..; . .

.I 1945 C1,ms of .grleuihlcrt' cc ccl i. 1 4).
I N ibrc cs of ur,5AIcII Ill lal '3lco cd Iabtcccr lccrc-,' tlclel .;by lejrfil it i cc zlir 1c.ci 1llctIm cts ccf

l s 4mrll3n armed for , s e\rlccd 1 slcccw c'cploc civliau Ilcr tforc,.

Senator Mi11.IKIiN, I have been handed a nieino-alui which
states:

Tilt, milbr of hired f(arm workers in ('olorado in January 1945 was 9,747,
Andil the Iiuinber of farti operators was .17,618:
Farms operated by full owl, - -.. --------.-.-.-.-.-.-.-.-.-.-.-.-.---- 212, 986
Farms operated by part Owtei ...-..--.-----------------.--.--. I0. S19
Farms. operated b naigers ---------------------------------------. 28Farms operated by" tellia - - - - - - - - - - - --............. ... 13, 2)95

oure 394: IR Census of Agricullure,,

lit, CHAIRMAN. All right, Mir. Kou0.
Mr. Koux. Ilu general, we recoiiiend enactnoelit of tlt, provi-

Sions of 1. It. 6000, which amelds the public' assistance e sections of
tl Social Security Act. however, we believe that some of the
provisions should lie st rengthend.

Federal matching: If (he provisions for Federal matching provided
in 11. It. 6000 are ehan1,ed, we request that Federal rcimbur nt.
to the States for the aged and blind h not less t (m lit' $301 tiiaxinumi
reirnhursitient for each case, as provided ulder tihe present law aid
I1. It 1100.

The( CHAIRMAN. Do you approve tie matching formal in II. I.
6000?

Mr. KOUNS. Sellltor, ill nearly ever case inl Colorado, we receive
th l niaxiniuni; so that we did inot go into tilt variations below thil'
niaxinun. It would not all'et t'olorado either way.

The C0AINMAN. I See
Mr. KoUNa. ,XNCc)t thtif you do hlng' it in lly way, Wt hiopt

that you do not change the $3"0 mlaximul, which we' are receiving.
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The CRAI,MAN. I see.
Senator Ni i,.-, Would you mind tolling us, Mr. Kouns, what

we are doing in Colortdo in tile wANy of public aIssktanee? How much
monev are We spending? Whiat Is tlit presenla rate of 1 .llsiol? 1
believe the members of the committee would be interested in some of
the details of our Systen, there.

M r. KoUNs. The" total public welfare expenditures in Colorado
amoili, to approximately $50.000,000 per year.

Senator i lls. Aid our ( opulahmon is what?
NIir. Kouns. I believe it is estimated at a million and a half.
Now, on the aged: You probably read in th, pa per octcasionally

about thel high payments. But for ihe 12 months ending January 31,
1950. the average maxilumi hlayliVleli! was $74.S. Now, as our imOey

COmes ill, we 111aV have to lower' the payment or increase it, but for tilt,
12 months' period thai was the averaged iaximill).

Seiiator MI Li. KIN. Do we still haV'e the jackpot?
NIr. KoUNs. No, sir, We pal' it out during the I'ear.
Sena tor XI nl.IKN. You anticiipa t what t lit' jackpot would he, and

allocate it?
N'. Kol'Ns. Well, we try toi altitipatt during the ytear, anId if we

Oitr' aeeTumulllting Illo'e mtintv, Wt pav it, out.
Senator Ni im..imi. At tht 'end of tle year, if you do have a surphis,

what do you do with that?
Mr. Kov-s. Well, we just arrange it so that we don't have ally.
Selator N i.IIKIN. I see.
Mr. KoNs. We thiangt tit' ,lanury payment slightly, to take till

any siiriliis that is there.
IWtetior ,T1 lIINsoN. But under ti law, if you do have a surplus, what.

do you do?
Nil'. Kovs. Well. thte constitution provides that we have to pay it,

out. But we have not paid it out for 3 or ,1 years.
Senator MI .l.IKIN. That is tle reason y that von Sea that Votu do iuit.

liave any surplus?
Mr. l\.ouxs. Yes.
Senator Nil l.il.x. Because of that constit ut ional provision?
Mr. Kou.s. Yes, sir.
Now. the average actual pam'lent during tit' year was $74.83.
Senator Krium. Xery person til the old aget a.sistale' rolls?
Mr. Kov,,s. Yes. sir. Now, the constitutioutl amtendnient pro-

vidtes that the recipitent reports, and we dedut all ntt income from
whatever sou'ee. either in cash or in kind. front t it payment which he
would otherwise receive. Approximately oltie-half of the number re-
eeivilng ohli-age pension have no inteotll aid receive that. Illaximumiin of
$79.83. The other one-half have suficient income, reprtstented y
these 2,500 that receive allroxilately $25 1uuder olt-age and sllrvivors
insurance, other income, free board atnd roomn, or any kind of income.
And covering tilt' whole groups, that deduction amounts to about $5.20
for till of tilt' persons, or about $10.40 average for that one-half. ihat
is whv thliere is $5.20, or around $5, average dedut'tion from till of them,
which makes it an average of about $5 less than thie m11aximulln.

Senator NmII.IAKIN. I havt been brandishing tie figure "'$82.50 a
illonithl ill these hearings. Is that a pure tigmtnlt of my imagination,
or is thert sonte hasis for that?

|l OS3- ) p, . -- .12
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Mr. Kouws. There is some basis for it, Senator. The State board
of public welfare, meeting in January 1949, after conferring with all
of the people that we thought knew something about anticipated
revenue, estimated the amount of State revenue that would accrue
to the old age pension fund during the year, and also estimated the
number of persons who would be eligible. And then, according to
their best judgment, they established the maximum payment begin-
ning in February 1949 at $72 maximum. And we paid that for 8
months.

In checking the revenue, we found that the members of the State
board and all the experts were a little off; the revenue was coming in
faster. And we raised it, then, for 2 months to $80, and for 2 months
to $83, and in January brought it down to $79. Now, in February of
this year, after going through the same procedure, in estimating the
number of new applicants that will come on, and the amount of
revenue, we established the payment at $71, beginning in February.
That will mean the average payment for all of them will be approxi-
mately $65.80. Now, if the revenue goes down, we will reduce it;
and if it goes up, we will increase it.

Senator KERR. You said you paid about $50,000,000 a year.
Dobs that include both State and Federal funds?

Mr. KouNs. Yes, sir, for the entire program.
Senator KERR. Of this amount, what percent is State funds?
Mr. KoUNS. Sixty percent of the total; and 31 percent Federal

Government, and 9 percent county. It is about 70 State and county
and 30 percent Federal.

Senator MILLIKIN. Mr. Kouns, I have been handed a memorandum
which states:

In the fiscal year ending June 30, 1949, Federal Government paid in 36.8 percent
of old-age payments in Colorado, as compared to 55.1 percent Federal share on a
national basis-
which would indicate, it seems to me, if correct, that we are doing
more than our share State-wise to uphold the old-age assistance
payments in Colorado.

Mr. Kouzs. That is true, Senator Millikin. And the figures I gave,
of 31 percent Federal participation, apply to the total program, some of
which the Federal Government does not contribute in at all. I think
that we in Colorado are doing our share in taking care of the aged.

Senator MILLIKIN. This would indicate that we are doing more
than our share.

Mr. KouNs. I would agree to that, too.

RESIDENCE

The State of Colorado makes higher payments to recipients of
public assistance than do many other States, and any reduction in the
maximum State residence requirements permitted in H. R. 6000 would
result in an influLK of those in need of assistance to Colorado from other
States. 1 .

We recommend that the maximum State residence requirements of
5 years out of the last 9 years for the aged and I year for aid to de-
pendent children, aid to the blind and aid to the permanently and
totally disabled, as provided in H. iR.,6000, be enacted.

Senator KERR. You say that H. R. 6000 as passed by the House has
that provision in it?
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Mr. KOUNS. Yes, sir. It provides 1 year for aid to dependent
children, aid to the blind, and totally and permanently disabled, and
does not change the present requirement of the Social Security Act
of 5 years out of the last 9 for the aged.

Senator MILLIKIN. I promised earlier in the hearing that when you
got on the stand I would question you about the possible migration
into our State that would result if we lowered the residence period to
I year. Can you expand a little bit on what you have told us about
that? One year has been recommended to the committee.

Mr. KouNs. Senator, I know that fundamentally people do not
migrate for the sole purpose of getting higher public assistance pay-
ments. I agree with that philosophy. But I do know that a good
segment of our population are migratory and do move, and I do know
that when they do travel from State to State, when they are going
to stop some place, it is convenient to stop in the State that pays
higher public assistance.

Senator MILLIKIN. And a fine State to live in.
Mr. KouNs. I agree with that, naturally. I do know that you

could not convince the county departments of public welfare in the
counties on at least three sides of the State that people do not move
across that line in order to get higher public assistance State payments.

I might tell about a case in Nebraska.
Senator BUTLER. I was just going to ask you.
Mr. KOUNS. This is a little facetious, but true. Nebraska only

paid pensions to persons in another State for a period of 1 year. I
believe that is still their requirement. All of a sudden, a person who
lived pretty close to the line applied for old-age pension; and upon
investigation by both the Nebraska department and the Colorado
department, we found that he owned land both in Colorado and in
Nebraska, and he had moved his house, 5 years before, 100 feet, so
that he could prove that he had been living in Colorado 5 years and
was getting a pension from Nebraska, so that he could apply and get
a Colorado pension. That is an extreme case, Senator, but it actually
happened.

Senator BUTLER. These Nebraskans are pretty thrifty.
Mr. KouNs. Yes, sir; they surely are.
We feel sure that if there was 1-year residence for the aged it would

bring a substantial number of people to Colorado.
Every time the papers in Denver speak about any of these $83 or

$79 payments, I get a good many letters from various places in the
United States: "Mow long does it take to live there to get a pension?"
And the answer usually discourages them, but we are still getting the
letters.

At the time we paid the $280.80 jackpot, I think I got 300 letters
from people, including one from Honolulu, that said: "Please send
me an application for old-age pension." That is all it said. But
there are a lot of people throughout the United States who are writing
as to how long they would have to live in Colorado to qualify for a
pension. So I am satisfied that at least until the other States come
nearer meeting the needs of people, like Colorado does, any lessening
of the residence requirement for the aged would cause some influx
into Colorado.

Senator BUTLER. Mr. Kouns, is it your opinion that the fact that
your payments have been more liberal than in most other places has
resulted in an actual increase in your population?
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Mr. KouNs. Everyone in Colorado, I think, who thinks about it
contends that it does. We made a survey in 1 or 2 counties and found
that out of some 200 new persons placed on the rolls only 2 had been
there as little as 5 years and 6 months. It is contended, though, that
many of them are coming to Colorado, waiting for the period. It
hasn't actually reflected in the number that we have put on, but every-
one seems to contend that it will be reflected in the next few years.
Now, whether that is true or not, I don't know.

Senator BUTLER. In other words, there may be a good many out
there who went with the idea of qualifying?

Mr. Kou-Ns. Which we wouldn't know about until they did quality
and applied. So we can't answer that. qtiestion.

Senate MILLIKIN. Is it not natural that. if a man is footloose and
can go wherever he wants to go and reaches his middle life and is
looking forward to his security when he gets to be 65, he might figure
on placing himself in a State that pays high public assistance?

Mr. KouNs. That is true, Senator. But, if the person is 60 years
of age, I doubt very much if lie would move to Colorado to wait 5
years in order to get on the pension. Because if lie is doing fairly
well where lie is, lie is not going to tear up his roots there and move
to a strange State. However, if he has relatives in Colorado or has
ever lived in Colorado anl knows someone in Colorado, it is possible
that lie probably would.

Senator MNILIKIN. But I was assuming a case, say, of a man of
50 or 55, that was footloose and could go where lie wanted to go. It
is natural that he would think about his security. And I respectfully
suggest that it would be natural that lie would put himself some place
where lie would do the best lie could in that direction.

Mr. KouNs. That is probably true. But we have no way of esti-
mating that until lie does establish himself and applies.

Senator KERR. Suppose both the residence requirements were re-
duced to I year?

Mr. KOUNS. I feel very definitely that there would be a substantial
increase right. away.

Senator JOHNsOn. Mr. Kouns, is it not a fact, however, that many
oldsters who normally would leave Colorado are staying there because
of our favorable pension situation? That is, I kilow of a good many
cases myself where their families have moved to some other State,
and they retain their residence in Colorado primarily and solely
because of the favorable pension situation we have there.

Mr. KOUNs. That is probably true, Senator. But, again, we are
fairly generous, and once a person qualifies to receive a pension in
Colorado lie may go to any other State lie wishes and continue to
receive his Colorado pension until lie meets the residence require-
ments for a pension in that State. And we have a substantial number
every month that receive pensions in other States.

Senator JOHNSON. How long has that program been in effect?
Mr. KOUNS. I think either 1943 or 1945 the prohibition against

them, leaving the State was taken out bf the statute. And then we
allow them, by regulation, to remain in the State until they meet
their residence requirements of that State. For instance, if they go
to Wyoming or Utah or Idaho, States that have 1 year residence, we
pay them for 1 year, and they meet the residence requirements, anid
then we give thedi 60 days' notice to' make up their minds and com
back and stay or' stay there.
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I might say, though, that there are more people from those States
that are in Colorado receiving pensions from those States than there
are Colorado people in those States receivig pensions from Colorado.
We don't.believe it is fair, if they (1o have to go with the relatives that
call take care of them, that we should discontinue their pensions until
they can meet the requirements in that State, whatever it is, however.

Senator JOHNSON. I think that is a very equitable policy.
Senator KERR. That is the policy of all of the States.
Mr. KouNs. Senator, I cannot agree with you.
Senator KERR. Most of them?
Mr. KouNs. Many of them, I will say.
Senator MILLIKIN. Would you say that the amount of spending in

Colorado by pensioners from other States is equal to or greater than
the amount of spending of Colorado pensioners in other States?

Mr. KOUNS. I doubt that, Senator. There is a substantial con-
tribution to the economy in Colorado by pensioners from other
States receiving a pension and spending it in Colorado, but we have
no way of finding out, until the other State notifies us that they are
there, or they come in to ask about a pension. We have never been
able to tabulate that.

Senator MALIAKIN. Has that policy been under some criticism?
Mr. KoUNs. It has.
Senator IMILLIKIN. On the face of it,, it seems a little sti iige that

we should be taxing our selves so that someone can be spending the
results of the taxation in other States.

Mr. KouNs. There was some criticism, Senator, about :3 years ago.
We made a study in three average-sized counties and found that during
that month tiere were about 2,000 persons receiving a pension from
Colorado who were in another State during that 3-month study period.
But we also found that the average stay was 31 months; niny of
them visiting children for maybe the last time or going to a warmer
climate. And it is true that some of them had stayed 5 years, and we
gave the notice of "60 (lays to come back or your pension is cut elf."

But the other argument was that we do not pay general assistance
or hospitalization to those l)ersons when they are out, and a study
of a good many cases showed that relatives were able, with the help of
the pension payment, to l)rovide rising care and medical services;
while if we had forced them to come back to Colorado and live, then
out. of oui' meager general assistance funds we would have had to pay
hospitalization and medical care. And when that was all explained,
there is very little if any question about that l)rogram at this time.

Senator MILLIKIN. 1 can see that there is a point of common sense
in there. You cannot confine a man, even to as fine a State as
Colorado, completely. You have to give him a little leeway.

Mr. KouNs. For instance, in one of our studies we found' that
several familes that needed some little care had moved to other
States or maybe tv-.nsferred in connection with their work. Well,
there was no place for the person to live, and they could not live alone.
We had to either put them in a hospital or let themn go and live with
those relatives. So it is more or less a practical operation.

Senator MILLIKIN. More or less a case-by-case operation; is it not?
Mr. KoUNS. Yes, sir. Then, if they nake up their minds, after

living there long enough to meet the residence requirement, we cut
off their pensions and tell them they can live there. And since we have
made that study, there has been very little criticism.
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MEDICAL CAU1N3

Tie coat for medical care and hospitalization of public assistance
caRes in Colorado amounted to approximately $2 000(1(00 last, year,
paid wholly by State and county funds with n6 Federal participation.
B oth the neeT for medical care and the cost of such care continu to
increase.

II. It. t)000 (IthinR old-ago ass5istanlto, lid to the blind, aid to
dependentt children, and aid to the permanently and totally disabled
as " iney paymnilnts to or nedich, care in blfalf of * * *and
permits direct direct. pIayments for medical care. Ilowover, the
maximum Ji l llent per casoe, 1pol which the Federal mnatching is
based, is $60) per 11oith pr person in all categories, except. aid to
depend nt children, which provides for a maximum of $27 per nionllh
each for tlhe relative with whoma the dlepucnt child is living and tff
first child and a maximum of $18 per month for each additional
child. These maximugs include both money payllivlts to, and direct
payments for, medical care in holalf of the public assistalnceo recipients.

In Colorado, money payments4 to public assistance reipionlts, based
un)011 need, exclusive of the lle d for medical care, average ats 1 ll(ih a0s or
more than these Federal mlaximums. If the provisions of 1L It. otoit),
providing for Federal participation the cost. of Ilmliill care, !e1e
enacted, Colorado will receiv' very little, if any, Federal participlat ion
in the cost of medical care.

The Advisory Council on Social Seurity to the Senate Comunitlce
on Finance reemmnmded that the Federal (overnment should pay
one-half of the medical care cost icurred by the States abvo h0
regular maximums specifie(l, not to oxeed an average of $6 per mout h
per recipient of old-ago amistance and aid to the blind, and not. to
exc(cTd an average of $3 per person for aid to dlcoJendot children.

We recommend that tie federal governmentt pay at least, onel.half
of the medical v'are costs incurred by the States ibove the regular
n114Ximult118I $p,':tied in each1 category, based upon an average of at
least $6 per monthly for adults and $3 per mouth for children.

This will permit the State of Colorado to receive soneo Federal
funds to assist the State anl counties in meeting the increasing costs of
medical care.

Senator MILLIKIN. Mr. Kouns, in Colorado,.whero you got into the
medical care activities, do you pay the doctor direct?

Mr. KoUNS. Yes, sir.
Senator MILLIKIN. Do you pay the druggist direct?
Mr. KouNs. Yes, sir in moat Instances.
Senator MILLIKIN. ihe appliance people? Do you pay thon direct?
Mr. KOUNS. Yes, sir.
Senator MILIKIN. Has tlero been any criticism on thie ground of

favoritism to any group of doctors or druggists or clients?
Mr. KouNs. Not that I know of, Senator. Each county depart-

ment makes its own arraongmonts for medical care, and in one county,
Weld County-they pay a flat amount, I believe $1,500 a month, to tX1e
county medical association. I

eniator MILLIKIN. Oh, those decision are made at the county
level?

Mr. KouNs. Yes, sir.
Senator MILLION. I 0O.
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Mr. KoUNS. Tho county pays the money to the county medical
assoeiat-ion and gives them it list of eligible persons who go to ally
doctor they Want to, and then tile (oetor divid lp tile t money.

Senator'MILTKIN. There are no complaints on that angle of thebusinlem?
Mr. lCOUNS. I beiove inl one little county there were two drug

stores, and one said one got nore ptro o 'tal the other. But it,
Wan negligible.

Senator MIt.IKIN. That. ,1 80o1e haringt perlps a, slight. olne,
Oil ia (juettion that ]118 Como up elivre several ties, at1 to whether ill i
(1li8e where a father getshi chitek And shoots it, away in c pras the
first day or given it, to the tavern keeper, in enses of thiit. kind the wel-
fare aginey should have tl, privilege of taking over and sing that
tle money is speiit. for the bIneit oftle family. And in that. conte-
lioll, thle question ,u'-'se fig to wIhth, t lh1nt would not iive a rather
lairgo vortunil. ' for favored grocers And ut i'hers atd so fori,.

' l'. OUiNS. Se111t0or, 1 amt1 certainly in favor of direct payments for
ue dical care id lospitializa tion. In1 atle. illstalnles, ie lri'Son goes

to the hospital or the doctor of their choice. But. the county do
make airi'angllpleitn, And those Are umually lar e hills, particularly
hospitalization or irgery, And I think it wouldqo n1uh me, sltin-
faetory if the county doe. P ay for those particular bills direct.

Senittor Nlllum .. 'l'iee 1 an obvious dilerenel between, n enjoying
an illnss and enjoying the tfiveia.

Mr. lKouNS. 'l'hit, is right.. I til not ini favor of revonuinenlding
that, any aid-to-dependeat.-chihhei yeits .he, made dir-ec to
Anybmdy except, t le relative witli whoni tlie children are living.

Senator ]lUrioit. lRegardlless of huow it. in hiduldd?
Mr. KouNS. Yes, Sir.
Stlltllor MtlhL01KIN. In that eomItiol, Nit'. K1oun, would you

mind telling is what. wo couhl do if we wanted to vil our juvenile
court. system?

Senator Kl.niu I wonder if you would let him tell ts why lie
reached that conclusion, Santor.

Sellltor MLl01KIN. YeS. I went ahead heauTse lie scntled to luvo
reached "Jeriod-pnragrapl.''

Senator K]Ita. lie neewled to be quite positive. Frankly, 1 agree
with him. But I would le interested ill knowing the lrovesse of
thinking that brought him to that. conclusion.

Souator MutdLKtw. It is entirely agreeable with me. Go ahead.
Mr. KOUXNS. Well, I heard the teatniony yesterday And formulated

my opinions as I heard that testimony.
In Colorado, desertiig and nennupporting fathers represent from

3 percent of the aid-to-dop mndent-ehid rn cases in somo of the rural
counties, to probably 25 percent il Delnver And the largo urgai centers.

I might divert just n little. The phraseology in If It. 6000, where
a deserting and nonmispporting father should he reported to the proper
authorities, I thinkin a good thing, It. might be better if it were mdo
on a permisivo basis.

The Deliver district attorney has taken a lot of activity in getting
father to support their children. Io in handicapped, though, by
the father who crossed the State line. It would probably function
much bettor if the States had a reciprocal agreement returning fathers,
or if the Federal Government provided that the (eciens of otto
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Still court ill 1111'se I ' vpvs of vilm"I would be hilldilig ill 1111ollier Slille.
NO%%,. its it) the direct (Itiestioll, %%,I% 1111vo foul it 1 111111 111twe 111v ViTY

fm illodivi-A 11111t v11111 111111(ilt, their llill it) delwillivill. I'llildrell )11 %1-

111vilts; ill IvllA( not lit (111, polite where Owy bvi-411111% it 1-vill pru lelik.

There lire VilrioI14 wavs to 111111411t thow vilses. Somel imv -A I lit, ellildrell

volild 1)1% plavvil. volitwill-il-N. 14111-441, ill (lit, hollies of o(livi. r(Aillivi-A.

1111d Illost% 1-011th-t-I volild k-el-vivo the payllitint.

S111111tOl' MIMAKIN. %Ill%' I itilt'l-l-lipt, 111111 11sk wIlt'llier yoll havo

1111111oritv to 11111ke it rollit've Of that kill I )11N.?

Nil'. NOIINs- YVA. sit'. If they lirl, livil!gil; l1w hollw of flio 1-4-111tive,
that, is.

SVIllitOl' MIMAKIN. T111111h

MV. KOUNS. 0110 0111111- Wll)- to 111111d1t, it. k 11111t ill OX1114111, V11-41-4,

ti l VY COR 11111b., (w 11 11 nyllivills ill I whiell lit lellst prevelit,4

111vill from goilig lit, 11 g I.Y. Alld ill vx(relm, clist's 111111 ('1111 bo 1111111"01 'llell, ill 1-vallY I'MiTtlit, vilses, Wo elill hilve it volISITV litor lippoililvd,
Im. tho childrell I'villitill with thilt. mother, 1111d Illive the vollservillor
Ill, plid their 1111111m, 111111 slit'lid if for tilt-lit.

Smialor KI-nut. ThM, is 111IN 111111(vi. tic flit, bevoillilig illo
It-gill (.11slotlitill With refervilve (1) vertaill 11111flers?

N11'. KOUNs. At (I) t1w limmevs.
S1,11111111, Kv.1tit. I sily willi n4vivill, to vel-litill 111111lerst.
Mr. Ktiur\s, Yps. sir. Atid llivit if thot-hildrell 1.1,1111till ill (111, 11411111%

of 111vir Illollivi., they vitil quillify. 111141 11tv voll'imvillor I'lilt 1-twok-o Ilivir
111olivy for llivill.

Ill omi-villo ellsvs. 111v volirls do have dw willioritv to hike div chil-
divil lk\\.Iiv from l1wil I)MV11114, jilld if lljVV 111-0 111lit-1:41 ill 010 110111VA of

otlit'll rellifives Ihm. v;m volikill111% it) tvvvi wllid to delwildent vilildrell.

If Ilwx are Ilot. 11ild 111v plavvil ill fo-All't. 11411111-4. thell \\.I, dist-olifillill,

(liv llid it) depend, I it . elkildrell 111141 lilly for, through Ow Child Nvelfill-v
Services Division, foster 111)11111 vili'll.

I don't, willit litivollo to fevi dult, we doll't Illive some problvill relies.
but. 111V VxPVl1t1l1A1i% lilts 1)(14111 tllllt. 1110110 IWO11111111 1-1111VA 11111(- V11111. hV

HOlved,11tv so few 11111t. I vel-lidilly woul(1111, willit, dw Dtplivillivill. of

Publit. Welfittv to lim-t, tho 1jjjjljot-i(-V (0 Ally, "JVJ) \Vill 1111Y fill'

014, food or flit, of 4ollit, Otto Ase.

St'llatol. lit-atit - Iryoll lind tillit. 1111(hol-ity, WOUld it 11111, vrvlllt proll.

11,1118 fill. move vv\1111oll'i thall 111IN limi(vil imirventlige of problems votl
have llow thia lire im-lipliblo (if solillioll?

N11'. KOUNS, I 11011litVINI filill (11111, wity, 81,11111or. I (Itillk 11111t, tilt,
pixiblellis elvilled fillollgli't-Ito nuthority'lo ninko flit, pnymmits for flit,
pemoll Wollill (.1-villo move problvill-t 61111 willt (lit, preseW sys(vill.

I realize thilt. thest, parvilts who 141wilil divit. (illiv 1111d thell. 111olloy

ill illo filverns Or W11,114% it. ill olliel. wily-I do lin"smit, problems. Blit,

our experielleo 11114 bet'll 11114 i I-,k olil 1641111111 lielvi'litligo. will ill soillo

wav-111111 I 111illtiolled sollit, f t 1, ways - wo timitilly work it. mil.
Ai; l Own ill dit, ext-ronit) vast, we could lii w it conservitior, or. through
dw courts, take dw child mvity,

8011MOr IMIMAKIN. MY 1111011;011' Of it.. 1111d I alit 110 pretentling to
havo sliarp memory till 'it', of oil;- juvellile volvl, 14%.Swill, itt 11111t. l1w
judgo of Mill juvol4lo vourt Not ellorillous jullistlitilioll, 111141 thill, ho
fail (10 almoRt. alivillitig 11111t, lk(j fevis should ho dom, (1) proteel, 1110
dii1drim. Ito eid imuo ill[ kinds of ot-Altwo.4
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Nile I' lilt' h enwy bt by thoeodr1i 10 lit' 1Vtar ottlt. wlit. f tin'

vod ta itl it Itoviev11 wuld bv I eitill-wif lt', wtereve o ok i
N tHI i u leUN I. lWl' ite iy foth t ' o rtitt v ti. i if t 'ivtt

fie ilt, hildne , jv fot t'-iti' 111-rt'4 tit i.i dlnitierd ilos (lit, its

taft isomt e td, t in seik vt't Iltlhtit'biy, teltrte cotld ftatn' votitt'tl wh

ths hif rl tlt 111t'siti wer .OHHI tlt t's i ftiis itWt s 11

icotm ity11' I ti y iet' f e-otti i't itt' i l t .ttt 111114l ttout'ie olii dIits p tril l l't

'IitdeioftI iit, vti"ibtt ttt'' ntprxtatti 1 tittttt i'A
8i4411111i01 'u' of1.,KI. Ii'' 11111tiisiti it't fa its 1111t't'tvt (,Hlilt 11110 fttnl'

l ti ttttobt Nir itufo iN i tte t1iti1ti11-. I')t titell NNtv11 41'ieitoi rattg f i viil
I tttiitt litiut1t1 talantilly iliI e hit lljot' dial ity i t' thi s e 111t. tistie

if t' l it al.'? 1)
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Mr. KouNs. Yes, sir. They might be disabled for 6 months or a
year and might again become employable. But during that period
that they are certified by the doctor to be disabled, we may pay aid

-to dependent children in those cases.
In December 1949, Colorado paid aid to dependent children to

5,386 cases, representing 14,765 children in all average amount of
$77.28 per family or $28,19 per child. There is an average of 1.1
adults and 2.7 children, a total of 3.8 persons, in an aid-to-dependent-
children family. The payment of $77.28 per family is $20.34 per
individual in tie family.

Beginning this month, all aid-to-dppayident-ehilron payments in
Colorado will be made on the basis of 100 percent of budgetary need,
which will result in higher average payments. Both the number of
aid-to-dependent-ehildren cases and the budgetary need in the case
have steadily increased since the fall of 1045, particularly during tie
last year, lut have not reached the peak of April 1041, when there
wore nearly 7,000 aid-to-dependent-children cases.

Senator MILLIKIN. Mr. Kouns, would you mind explaining that
phrase "budgetary need"?

The CHAIRMAN. I believe you said you had the qualtititativo budget,
and that you used that concept.

Mr. KoUNs. Yes, sir. Particularly in food and electricity and
other items where the price varies,

We have the medical profession and home economists study and
help us determine, based upon t o age and sex of the individual in the
family, the foods and types of foods anld quantities that that person
should have. And then that quantitative budget for food is sent out to
the counties, and they price these items in several stores in the county,
individually owned chain, rural, and urban to get an average price
of each unit of food in the county. Then the family, when they are
considering the budget, is considered. Is the mother active or in-
active? ' ion she requires so much for food. And a child of a cer-
tain age requires so much for food. A young child requires so much.
In following that throughI, then, taking the quantity price locally,
they determine the minimum food that the person should have for
subsistence, decency, and health.

Under shelter, we take the amount that they actually have to pay.
On clothing, through several study committees throughout the county,
we have arrived at the approximate quantity of clothing, which is
again priced locally. Electricity and utilities, transportation, depend
upon what the local quantity is. On recreation and health, probably
75 cents or a dollar go for each; that is, State-wide. .

Senator M ILLIKIN. You set up a figure for food based oR the various
factors that you have mentioned, but the recipient of the assistance
can spend the money for the type of food that lie wants to, can he not?

Mr. KouNs. That is true. And there probably is not one out of a
thousand that actually buys the items of food upon which the budget
is based.
SSenator MiLL.KI. I mean, you make no effort to control what he

does with that money after he gets it? The budgetary control is a
method of arriving at how much money he should receive?
: ,Mr. KoUNs. Tiat is right. Very often ifthe evidence is that the
family is not buying the right type of food, the visitor might explain:
"Your child neqds some of this and that," as a suggestion or hidp to
them, but in n9 way telling them what they have to buy.

• / / 'f
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We recommend that the provisions of 11. R. 6000, including Fedoral
reimbursement for the relative With whom the children are living, be
enacted.

General assistance: In December 1049, Colorado gave general
assistanice-exclusive of hospitalization and medical care-to 1,774
family eases, representing 6,876, porm , i4 an average amount of
$43.74 per family, or $11. 8 per person in'the family. During the
same month, Colorado grItnted general assistance to 2, 8 single case#
at an average paynlept of $34.07 per case. ., I

During the past 6 years there has boon a continuing increase in the
number of applications for genergl assistamici, a trend which wQ believe
will continue. e I IV

Last week tht number of Colorido petsns ,ceiving linemiployminent
collit nlsatiol befits rou hed tlhg highvt first-of-the-year level since
1941.

At the proieit time, general awls11t3 is grated only to uneniploy-
able persons'and to families in hldeh the wageea tor is unemployable,
except that general s.sia iacoj nTay e granted temporarily to mn-
ployables illeinergencies. k

A survey tpf aid to topendenlt childron. an& general assistance cases
shows that Vlore are lpioinfliat'ly 1,000 disabled fathers in ADC
C418s, rolreo5iting-'apn oxiatWly 20 pereept of the as, and that tile
wage earlier now ulitlemployablo In 'practicallallll Of the goneral
assistance ca4s. In only a very, ow Istances de thle disal ,d or
unemployable P",on have any income ,othor 'iau the public assist-
aice payment. 3, .,

We reconndon(| 'lhat the )rovisions of II. I. 0000 fo, grant, to
States for aid to tho'-ppranontly and totally disabled be broadened
to include aid to all neiQt. unemployable cases as wp.believe the most
constructive aid can usualtl6 * given in thle g 'riod of the di-
ability.

Senator Knin. In that regard, did you hear the evidence of Mr.
Whitten yesterday morning?

Mr. KOUNS. Yes, sir.
Senator Kxniu. With reference to the development of that program

in such a way as to bring about the greatest encouragement with re-
spect to the rehabilitation of these disabled recipients?

Mr. ICoUNs. Yes, sir; I heard it.
Senator Krrtn. In tie main, do you agree with his conclusions?
Mr. KouNs. Yes, sir; I do. Certainly we in the welfare depart-

ment of Colorado have, cooperated to the fullest extent with the Re-
habilitation Division, and in a great many instances we are paying
subsistence to the persons whom they are rehabilitating.

Senator Kune. Thereby making it possible for them to include
their service to more people than would otherwise be possible?

Mr. KOUNB. That is true, yes, sir. We do cooperate to tile fullest
extent.

Senator Knan. And as I understand it you have a program of as-
sistance to people disabled to the extent of being unomp oyablq, which
does not exist in many of the States.

Mr. KoUNs. That is true, It is a State and county cooperating

" ator KERR. Now, let me ask you this: If this enactment which
you recommend takes place, and money is thereby made available for
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*grantts-in-aid to tltt StatesA for t he ht'nefit oif tho disald to tilt-
exte ,tit. of living t11iitpltyablv, whetlm htt wrtti l yh or t t'ntlporiti'ily
or totally or- pitrtnilly, wouldd yoli tlti't'hy ini Cotloradtto, winter' tii Ilt'tt-
f ritit is itow 111) jareittl3' bt'voiid whit t it is.1 ill t liiveritrt of tit SI itt's,

v ithe to reil't- ntlort tiisithled i1111d bring itholit t itt'r t''iliilitit tionl
t11t1n is possihie evet'n underi youir prest'itt itrrait uttntitit ?

Mr. tU.ou I1 thltnlk so, het'itust th 1tt'iutouit of gtiveitl assist aft't'
welp~i y thin ini tlt families is ail avt'rige of $11 .28 per pt'r1Solill utht
fimll] I aitd t 111t dt inot rt'ju't'st'nt. fitll of thiril inillttt. 'i'li'rt fuity
he soffte 1itlter of thte fituttlly W~itht '10t11v utt'thittt. Bt t hit rt'prt-
sents thte pav~ntent . And tlt' $2,0,0t00 tilit. wt' arte spt'tttlimg p'i
vv'a r ftr ittt'tivtill cit it is tull littt'ii' care ilt st'riotistit'.

Smntot' Kitit. Acte'n tists.
NMr. KOITtNS. Yes, sir'. WV' (to 110t Itave 4ul1111i0'tt fundtts to proViit'

forl pi't' lff't'tt at vittdit'i lit. Andtt if we hitd 1ii t. Wet c i ould prtvvvut t
sottt' of tltst frottt lictoittiug pernulattent ltild totall (tliistWed.
Senior RKnuit. Or- ehlinitt sottte od t it' IiSililit e i til IT e

tIllit( ItR rea ll , Ie'A 1it0'1t t' t hi thttt4t' tl1i1t You ite itliow t itkiig t'iurt of.
Nit'. KOU'NS. Tihat ilk right.
I think at hill SOuMt'ltilig ill tht' bill ItW S11ititt0i' lAtn1g, provitdiing

fot' aid to tiiitli't litt'ttl intli vitli i, wiuhi l 'et vt well lit out(. plitl' 
fi Would t'ttal u1s to r ivt' 1ttirt' siltsht i Iiiii 1tl. ittd tit it'ititi'y
toward rtehtitilitait iton, vat- ieit'titltir periodt of ilibility, t'mtt ilm I titut
Witi ng anti pailig I ltettt onl geti'l ttssist int't 1utui we' hlivi' it't'i
atilt, to prme t' litt theity wterte Ptitmitmut'umt lv ii tttitlly' tlilvt.

tot host' thlit it di'm isitit'i j ust for thett stkt' ttf it itlitg t hit'imt li1i1t wt'

to thett poutl wilere tltt'Y will hi' self-situti iting tnti 1 bitsis t lii will

whtic'h is pun'm'y iti4i. Anti Ithe inlforimttititl tihit I seek, itittd I thiitk tlt'

ni'itdatiottyou iai't flotw 1iuihti if fotllowedi would rest int your httiit
able it ( 'hltrettltt to rt'Itlilitilt t' i gret'attr itit imitr tif ipeolei who itt li-

Nit'. KouNS. I t(iit(It feT' thtit it would i1111011Pit's to t(it) t11tit.
S'ttimtor K it. In ttht't wtor'ds, th it'Way twhe 11 iintigt' now is, it.

Ni r. lCOUNS. 11t0 tottitill )titti 1P11% dmrttt'tvtismtit'tI.
Steiator K mii. Anid wtiil nott lit,' utit 'l ith itint itt sut'i it wity

as% to imtprovet thtoste part ially di.ith it't ,t re'haibilitate t' hitst' whtt itigltt
(tvt'tit e ittpot'ai'ly totitlly tdisahltet?

Ni r. K01UNSf. I ('t'i'tiily ~ft'tl t hitt it ('11oteilt rree s ili t
would be thtat, rt'strit'tive:1 Nyes, sir.
St'utatou' Katit. You tfltiitk the1' otilt' pltist' is t'vt't ttt itinm it-iit.

thltai tik otte?
Mr. KoXUNS. 1 (10; Yt's sir.
I mightt point, out. cltt in it Omtofutttperiotl totet were 2,5V28 ttpplli-

canmts with different, diseastes, sotno or thletn perlttanet. Bunt. tho
"nJority of them were simeh that with pr'oper help aitt unetlitid al e
they -could be properly rehabhilitatetd.

'the CHAIRMAN. All right, Mr. Kounvi. Proreed, sir.
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not luxurious but adequate space, where the foster mother will be
kindly to the children and treat them right and will give the oppor-
tunity to a child to grow and develop in normal home surroundings.
That in general is the requirement for the foster home. Ilhey must
be licensed by the State as well as approved by the child Welfare
division.

The courts now, following a new adoption law passed last year, are
required to get certain reports before they take formal act ion on
rehnquishment or take children away from families, or approve
adoptions, and toe county departments of public welfare are among
the agencies that the court may call on. Tiey may ('all on any other
agency they wish, but it. is specified in law that. the county departmentt
is one that they can call on. And since that law has been enacted, the
services of the child-welfare division to the courts, when called upon,
have really grown during the last year. And the child-welfare divi-
sion does investigate and make reports.

I heard Hubert GIlover the county judge of Pueblo County, speak
in Canon City last, Thursday, talking about the wonderful cooperation
lie had received from the child-welfare division. lie calls upon variousgroups some of them to furnish some to hlp, but points out,
as to the child-welfare division, that. even though lie places the child
in the foster home, lie only places it. in a foster home that has been
investigated and approved by a child-welfare worker. And the reason
we are asking for an increased appropriation is because we feel that
the need for child-welfare service is not being, fully met in Colorado,
and that the foster home payments are increasing. We feel that. oven
the doubling of the present appropriation should be substantially
increased to enable us to give more adequate services when called upol
and serve more people, which we believe will as those children grow
up and get a little older, eliminate a lot of the juvenile delinquency
problems in Colorado.

Senator I ILIKIN. There was testimony earlier in the hearing to
the effect that a number of States harbor this kind of a condition:
Child delinquents are thrown into county jails and kept. there. A
witness, I believe, said that there was some of that, in Colorado. Can
you tell us anything about that? I had hoped that it was not, true.

Mr. KouNs. Well, in the main, Senator, in every county the sailor
certainly tries not to put them in. If there is no place etse, they at
least put them in the matron's quarters. In the case of some of the
larger juvenile delinquents, if they don't Iave any other place to put
them, they may. That only happens occasionally though, and only
for the want of somewhere else to put them. And one of the things
we do need in the larger places is the receiving home, where those
children could be put.

Senator MILLIKIN. Are we working toward anything of that kind?
Mr. Kous. We certainly are. And with some increased child

welfare service money, we link that we can give a great deal more
guidance and leadership in working with the people to provide it.

Senator MILLIKIN. Even supposing i that were not forthcoming, is
that beyond the resources of the Stato of Colorado?

,Mr. KOUNS. Pardon me, Senator?
Senator MILLIKIN. Even if you did not got any more Federal

money, is that particular activity beyond the resources of the State
of Colorado acting on its own?
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Mr. KOUNS. Well, it probably isn't, particularly in tile larger
cenlters;.
The CIlIAI1tMA-. All right, Mr. Koutis..
Mr. KOUNs. I wouhl like Ierlnission to have tile next two state-

iliilts, which are the recoininelliltions of the joint lan1uing and
legislative colmnittee ill Colorado and the netnlorlal acted oil by tihe
'rhir tv-sevvi'tlh Colorado (Geniral Asswlnbly, recorded in tle hearings.',1 ('1uAIRM,,N. YoU n1ay ito so. Thiey will follow your slatellieit,
hereO.

(The nateril referred to follows:)

lECOINMMI.NnATIONS o Til; (OFToItOADO JOINT PIANNINii AND LEGIIATIVI:

The 19419 anliiiiii report of the Jotit. Planning and AegislatliVe ('olmiittee of
Colorado, representing the Colorado State Association of County ('omilssioners,
the Colorado Comtv welfare e I)irectors Associali, mid the ('olorado Conference
of Social Welfare, mpecificallv recommends that the Social Security Act be ame,,ded
to provide complete old-age nd survivors insurance coverage with expanded
benefits (with such State action as might ie required to Include specifically ill
county employees); that a fourth Federal ali category he provided for general
assistatuev; that. a uniform 1-year residence requirement be established for public
assistalice; ail that a variable payment. plan for providing tuatehiig funds Ito
tiii, States be established, provided that in aiiy revision of the miateliig formula
care be taken tlat Federal payments to Coloraido not be reduced.

Hloisv JOINT MEINIOIAI, NO. 14, I'NACT'ED iY Till t 'IIIITY-SEVENTII COLORADO

(N:wEmlim. Assr:miuv, 194)

(By Rtepresenitative Colbb)

MEMoIIIAlI0ZINOi TIlM CONOilliSS iF TIlM V'NITED STAT.s TO ENACT I'.NI)lNi LFOIS-
LATI)ON FOl TilM AMENDMIENT OF. TilE HiOiIAh uiEVIItITY ATi) i'IIOVIDI. ASSIST-
ANt'F TO INEI.MPLIOYAUILFS

Whereas there Is iw I,nding in the Coungrss of tlie Uilt ed States various ieas-
ures for the ainenthieiint of the Social Security Act to provide for more compre-
heiisive public welfare programs of asistiance aid welfare services to various cate-
gorles of needy persons; and

Whereas Itis essential that provision be Imade through Federal legislation in
cooperation vith tile States for the assistance of the chronically ill, jdhyslealv
or mentally handicapp),ed, or otherwise uennployable persons betweemi t ie ages iif
18 amd 65, who by ei imital and laboratory tests, or othcriise, have ben deter-
mined to have a c'hrolo or prolonged disability which causes thein to be unable
or unavailable for gainful ellployme nt; Now, therefore, be it

Resolved by the house of representtires of the thirty-srenth general assembly, the
senate concurring herein, That the Congress of the United States be and it is hereby
meuuorialized to approve such proposed legislat ion irovliing for amemiltnvis to
the Social Security Act in order to provide for ass istauep to tit, chronically ill,
physically or mentmily handicapped, or otherwise uttiomiployable persons between
the ages of 18 and 65, who have been determined by clindeal and laboratory tests,or otherwise, to have a chrolo or prolonged disability which causes them to be
unable or unavailable for gainful enploynent ; and be It. further

Resohed That copies of this memorial be forwarded to the President of the
Senate and the Speaker of the House of Representatives of the Congress of the
United States, to tile Senators and Congress m n re presenthil tile State of Colo.
ratio in the Congres of the United States, and to the Federal Security Admuinis-
trator.

Committee on Finance, United Statea Senate, Washington, I). C.:
GENTLEMEN: I have been the director of tile Colorado State Iepartment of

Public Welfare for approximately 15 years. The State department of pulled
welfare supervises the administration by the 63 county departments of public.
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welfare of old-age assistance, aid to dependent children, aid to flit' blind aid a
program for flit, prevntioni of lliliiess and restorn(ioni of eyesighl, ge nral
assistance, toherelosis hosIpitalivition, child welfare iunl ollir Ihlic welIfhr,
service. )urlng (his lpriod lhe cost of public nssistllc, has continlild to
increase' ald Very few clialiges have been nide il flit old-age ant stirvivors ilisir-
alite progrtmn.

\Ve wis h to silllt th following recolmmendatimis for almendmeihts to the
Social Seenrilty Act:

iLIi-AIti ANti iItVIV0IIS IN1II IIANC'K

In ('olorado, tilproxilmtely 25 plrtevnt of the total iumelr of oli-age and
sirvivors itistric'e recipinlls are also receiving ohl-ilge it..istitlic', Iliillwltits.
To SIpplh'letiit OASI layivi'dls, it is Iiec'. nsry to grant tid to dejilileIt children
to alitiroxiIu ittlly 15 percent of the chilldrn recvivitig old-age and survivorsillisll riltte

We reconitnend that the old-nge am itturvivors iltiritc'e sections of the, Social
Sveirly Act t, ell, vitlt'd to provide for gr'lt er coverage and mort ludeqtintt'
payiVtsl which m ill inevitaly restull iit iht dvretse in lite iild for public iiist-
atice exleitilitures.

PUBllL~IC ARRIA°TANV'E (11. It. 6010)

I'n gettral wi', retconmend entictnetnt of tlit, provisions of IT. It. 600, which
nui'lnds lie pIblic assistlince settion i of the Si 'l Sectirity Act. lowev'er, we
lellve t lat oine of lhe lrovisihi s iould lit riigiIithti'd.

rEII-EIA I, NIATCIIINIl

If lto provisions for llederal tat thibg providt-d ii It. It. 6000 are chamiged, we
rtelext tit. Federal relmiurstni I tt tlit, Staths for flit- aged and Witt It li, t,
itm than the $30 maximmit rtinlnurstiti i for iech case, ,as provided unhr the

present law and It. I. 60N0.

The State of Colorado makes higher paynmtntts to rceipitlnts of timlilie assisaice
than do many other ittles, Iltit any rtli1tiu in flit maximmuittath resideli
re111irlemnlts uxrmltted in II. It. I001t wotild rtslil in an influx of tlhost in nect
of a(iqlaue to ('olorado from other Stahtes.

ltesli'ctfully submittled.
'Ait, M. Koexs,

)irector, Coloralo ,atoi )epartmleint of public Il'ilfare.

Til CIIAItMAN. Aro there any further questions?
Senator Km:Rni. Yes. I notice in your joint planing and legislative

committee recommendations, this lthrase:
That a uniform 1-year rosidnce requirement lie established for pilblic assiRtllanco.

Mr. KoUNS. Yes, sir. That is in there, alid that committee is
made up of three from tle State conference of social work, three from
the commissioners and three from tle county directors. And that
is the fundamental plan that they have recommended; but I, its the
administrator, agree with the I year, all except the aged, and I request
that the 5-year residenee limit be kept fotr the aged.

Senator JoINSON. Mr. Kouns, I am receiving a tremtndouts amount
of mail from police and firemen complaining about II. . O000 in
the fear that it is gil g to disrupt their instlrance plan. You do not,
say anything about that. You do not say anything about these
insurance plans for public employees.

The CHAnMAN. Satie antd municipal plaits? You are referring to
the State and miimcipal retirement systems?

Senator JOHNSON. That is right; and school teachers.
';Mr. KouNs. The reason that .1 did not say anything, Senator, is

that I feel that the employees of th counties and other units of the



SOCIAL SECURITY REVISION 339

government in Colorado, who are not now covered by any retirement
plan, believe definitely that they should he given the right for the
State to enter into an agreement with tie administration to include
then. Just yesterday I received a long letter from Mr. Raymond
Heath advising that all of the reprst\,e ntatives of thle State employees
retirement, the teachers, the firemen, and the policemen, recommendeld
that the provisions in 11. It. 6000 which permitted that those now
covered could be included if by two-thirds referendum they voted to
be included, be changed to exclude all State and local units where tile
employees are now covered under a retirement system. I just re-
ceived that last, night, and 1 have not, had time to really study it.

Senator JOHNSON. At least I am receiving a tremnend(ous amount
of mail on that point, and I wondered if you had a recommendation
to make with respect to it. If you (to not have one today, lerilaps
you will submit 0110.

Mr. KOUNS. I will be glad, after I go hack and look into the pietiiro
a little more, to do that.

Senator JoHNsON. I should be glad to have your recommendation
oi that Ioint.

The (HAIRM.N. '1 he committee is reee(iviclg an lnumsual number
of requests for the exclusion from the Fed system of employees
under State and municipal retirementI programs, particularly from
States like Connecticut, and California mind various others. A very,
very large ii1iiiiler of requests have been tiled with the committee
from the State of Connecticut, especially by the teachers, opposing
coverage under tie Federal system, and asking for an amendment
whicl! would exclude them. 'hat is true as well of the policemen
in a number of the States.

Senator MItLIKIN. I have had the same response that Senator
,Tolson is getting, and just olfhand it seems to 111 rather strenuious
medicine to impose a system on people who already have a system
with which they are satisfied.

Mr. Cohen, what is the theory upon which it is proposed to do that?
Mr. CoimriM. Senator Millikin, it is not a comnimlsory provision in

the bill, II. It. 6000. It is a voluntary provision, which would permit
tile States to come in, subject to the action of their State legislature
and tile individual group.

Senator MILLIKIN. Yes, but the group, for example, is two-thirds.
Mr. KoUNS. Yes, sir.
Senator MILLIKIN. And two-thirds of those present, and not two-

thirds of all. In other words, you could have such a meeting and
commit the group.

Senator Kviui. bk von think that would be possible, Senator?
Senator MILLIKIN. I think it is most probable.
Could the system sustain itself if those groups that have a system

that seemed to be satisfactory were excluded, and persons of the type
mentioned by Mr. Kouns, who (o not have that protection and wo lfd
like to have it, could be included?

Mr. COHEN. Oh, yes, sir. 1 don't think there would be any adverse
actuarial effects or adverse administrative effects from the standpoint
of a mandatory exclusion of those groups. I believe it is a purely
policy question as to whether or not you wish to prohibit a group
which did want to come in from having that option.
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Senator MILLIKIN. A policeman, for example, who had been con-
tributing for years to a police pension system. In that case, I am not
so sure that. you tire not getting into dangerous ground when yousay that two-thirds of similar Contrilhttor wialt to change t lie systell,

and you are going to heedl their hia. That one-tiiird has a " veted
interest in what, they have been paying for, and 1 am1 not so sure that
we would have a right to force a dilferent system oil them, even if it
were thought to be good policy.

I have the same worries as Senator Johnson has. Ilow cali y'o(I
Justify yourself in imposing a Federal system on people who alreaIdy
lave a system and who are satisfied with it?

Mr. (OHEN. I believe the issue, as it was fiaeed in tl louse, was
a quliestioli of whether it would he desirable to prohtihit, on a nmandatory
basis, a group which did want to collie ill, from doing so, by Federal
law. 'The theory, believe, of the bill was to allow that decision to
be made by the State legislature, as to whether it wished to prohibit
that or make it voluntary or not. That is the provision in the bill.
As you indicate, there is an important policy question there.

Senator MiIIKIN. The policy question tit the State level is the
same as it is here.

The CHAIRMAN. Thank you very much, Mr. Kotns, for your
appearance.

May I ask you one question?
Mr. KOUNS. Yes, sir.
The (HAIRMAN. Your State of Colorado seems to have taken an

advanced position in the field of social security, particularly in the
assistance program. Are you finding it burdensome to the taxpayers
of the State to carry the load which they are carrying in order to grant
these additional benellitq or increased benefits, as compared to many
of the States in the Union? Is it a matter of conicerii or complaint
by the citizens and taxpayers of your State?

M\r. Koux,. Well, on general assistance, where tile county pays
approximately 80 percent of the cost for direct general assistance anld
hospitalization and medical care, and their only source of revenue is
an ad valorem tax oni property, it is becoming a burden. But wef are
not too progressive in the amount that we pay exclusive of medical
care in t c ase where the person is tinemployible, that figure being
tip to $12 or $13 a month per person in a faniily. We tire not too
progressive in that field.

The CHAIRMAN. You take duo concern as to local public concern
as to an issue of that kind, of course, necessarily. But I was just
wondering if there was a feeling hit the system was growing very
burdensome from the standpoint of your taxpaying.

Mr. KoUNu. It increasingly becomes a problem of paying taxes.
Oni the other hand, there is consideration that must be Fiven to what
would happen if you don't give at least minimum subsistence to the
needy people in a State. You have two pictures to look at at the
same time.

The CHAIRMAN. I understand that,. I was merely directing the
question as to whot you found the reaction of the people in the State
of Colorado to be at the present time.

M Mr. KOUNS. Of course, as to. pension, it is all provided by the
Constitution, and there is no concerted action against it; but oi the
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otlins, h here the couit" and the State applolpriate 11on1ev, where
th1ey botl app'opriate noley, it is becoming an increasing lrohlem.

'ti' (HIIRMAN. Yes.
Mr. Kouxs. That is one reason that we think that if through child-

welfare services we caln cut down on some of those future cases, and
through some program to rehabilitate l)eople wheni they Iecome dis-
able,!, eventually we will cut down on that. load and still not let any-
body starve to leath or sulter.

Tile HlAIRMAN. As I understand it, your general view is that old-
age and survivors insurance coverage should be extended as far as it
can be practically done at least.?

Mr. ' orNs. 'overage and pavnients.
The CHmlAIltM.N. Coverlgtle aid payments.
Mr. KONs Yes, sir.
Tle CHA.,IRMAN. ''laank you very mach for your very valuable coa-

tribution to the hearing.
Senator K:no. 1 would like for him to tell us, if lae knows, tile

average per capita income of tile people in his State.
Mr. KOUNS. I have it down aut tile hotel, Senator, but. I don't haive

it here.
'l'le CHAIRMA.,N. We have it.
Senator MimmLn. It, is $1,362; that is, the 19461 to 1948 per capita,

income.
Senator JOHNsON. Waat is it for the Nation?
Senaiator NIII,AKIN. Tle average is $1,31ii. We are almost, Senator.

in the middle.
Tie CmaAIRMAN. Thank you very much, Mr. Kouns.
Mr. KOUNS. Thank you.
Senator MULmmmu. 1* tiink, Senator, I could meet ai part of your

question by saying that there hais been criticism oi tile ground tlalt
I)' freezing the excise taxes for one purpose you lower tie available
money for general revenue approlpriations. 'But I should add that.
every politician who has ever attempted to remedy that situation has
been rolled out. of office. ILaughter.]

The CHAIrMA.,N. SO N-O1 do aot tlink the sentiment is overwhelming?
Senator M1NILKIN. *The votes would indicate tlati a majority of tile

people are satisfied with what they have.
Senator JoHNsoN'. I might add one other thing: There have been

numerous attempts by ballot, constitutional ballot, submitted to the
People, to decrease tile amnouait, of welfare that is given in tile State of
Colorado; and each time it is o'erwhelmingly defeated by the voters
of the Sti1te.

The CHAIRMAN. I have two tables here relating to the rehabilitation
of the blind that are pertinent to portions of the hearing already Ield
and will be pertinent, I think, to some of the testimony to be hereafter
adduced; I also have two other tables, showing the amounts alow re-
ceived by the several States and Territories for child welfare services;
tle amounts they would receive under It. R. 0000, and the amounts
they would receive if $12,000,000 a year were made available for cild
welfare services.

These tables are self-explanatory, and I think tley may be useful to
the committee.
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SOCIAL SE'CUITiY RlEVISION:is

N elof (lit' l'elilsv~vlllli Fe'de'it'io iec f Ihle Blinid aive lfilitliv W'd ithi
flit' Natijelnl 1eede'i-ilith tif f lit, M~ii, a til I it ile'rst ited Nit-. Arch Iiblaldt
of ou111 lin attl oITIM~I1101 iiia ( oil your Vlii list fori tomorroliew , a11 htel li' ill
dliscuiss thle ge'le'ra plrecgraili, ho0v it is aei(eteld. Atill I t1l11y illit a si
be a jcrctehelicg it, ill a1 n'ga t i ve Wet Y.

, I'lit' pro'tvisin~ fer ll'te vempetil it elf (if $5t) 1i 11intt procviede
by~ tve iie'iliiig bill, %ve lgree, is a lightI illirievetlie'elt 1lee 114,11, 1li1t.
is se] f-e'vieet . We a re ve'rv'tieh e:icetdesIse'lat lit feet O fli thle tx-
v'iipl til ecf -$50) is v irt tia l I thle el pie of t i'rtllt t at anic'iseci.
Nelw, thaiit is at vt'rYv e' iivil led stibiet , anie etie Nvli'it NI. i'Aelileile
will go itl, lbuit we' are lit aect'e liti fe'elinig 111i11 tom 5tioexeillt ll is
e.'trt aitev at st ep~ fecivarel.

11 e'et ife, it lilis bleentll tl ilia poelicy elf (lie' Seejld Se'ei ily
Adml i ist ta jinti itl entfelree i every S'taite t he'l' tielicy elf "ia eleilei
t'a t'eit'ei a ellial t' li1 .' Ail, elf e'eit'se', 1l111t Illis fa llel %vil fi te'ril
e'ireet lijielil t ie Ildjil ie't$iN0i. An tie tlia iiiil~ei'ile~ 1li11t , vol liiiv 11'te
t''ailj7 e sle' ast a r t ilt ~v ie'' eii c ge'e lmtili 1 bete livel ittaylie $5 eit'
$10t it uith Ii ijt jg ade eollle Iliv'e 11'r' e'ltek dliiiiloltel l I by 1t1
eiitiellit. TFhist bill delees, eof e'lliS' ive e''i lail ellevilteltiol. I aiit noew

i 'laessi cciwa Ii.ie liti hel wjll telkeu il Ieaelrrmc';i il( I will
ettjetim-se'lf (t1 lPe'tiiiail~' e 111ed NIkjselhi.

Nelw,' I iii spleackilngti bhtlf of tile' l'v'iil-'atiallt'Feeation (if (ti
ljined. , 1'liiit. is tli lteitel eralz l lof bId jild lle'elie in tlie State ef 11e'itisyl-

va'eii. eatd We hiaive S."100 llle'ltilte't'. leielle terson tiieikes eI ItItIl v'eii-
trilitiecli ef one1 edolliar. Tlo itiecke it e'lear' ol11111 po jeit, myIN Atliis is
racttleri it itsuld hierle. NMeost pleoplle se'eill tol bce profe'siectiilly iiivtclv'ed
ill thle'se ' liI e''s I uyse'lf amitc pra'cet icinig e1rivtitey . 1 11itti 1i 14eti1Icemt
of tlie' State e'ellttlil, Its we' call it. il ltetiv'itii wv~ivi is, iti efflet
li' St lite' velillilj~sitll for (t'e clie . Une~r liite tt lit i'tr is to-

qired toc Il, t'it telels. one hliie jc'Ieecui tii fliu 'oliiissicui.
I 'itlit , liom-ver~eu, tel tiiiike it veon. ce'llnt. 111 cliii ililie It vise' tel lIto

11i1ieistcele ita prieteninig it)l sp1eak 'foilitte commeiitssiont, 11(li't'cieiil, iti
ei elff'ill t'e 111e'tv, liut. I haei~e seriv~ede eo bi t11 e'eiilissjeli felt ti111tlY
yva'its, antie I I leve worIked l th le Vaiousei le'gislaei leetite'sts WVe linev

hade ill Plit'ti ivl'ije i'espe'eting lie'; blinie Ilisiell feil oerti IhP yeacrs.5
iinid, litvinig 1 biliie perusecti \vh'li cit 111v vll -11 h'i is ij ec'i liv'iig. I *feel I
lieive soet fciliiilitv w~iti li hi id (l'lathoitgli I ell lie no bt, \ 11,Yeou

S'0iatel' NI iiJuAKi N. NiOiy 1ei11k yeu i ceSetel etl14011 t ie0lil N\ie 3ei

Nml'. rAV1~',0t1. Ye'S, sit'. I leost iny sight. Mieni I wiis 7 t'it's elil, cue
itws gi'eidaeitee fromn (ilt La~w Scleol elf tl ce' 11 liivel'rity tif 1'iiisyl-

If I 11111y lie pillotle'eI et jleriselill lite, I Wviiit (t)ilhit. ewll \\'iiy t
feel sec mt tougl eliii t his subhjecet elf e'xemplt, iie'olie. 1 l114 iel(le goece
ftti , tie'f hain'ig it v'erey ine hlie cill ver'y title' pliiienits. NIv feitle'l
1i11e1 1 Jcfcilhieetee hie'ftcie ile', JItie I WO'Wtititc 16js e01 1'eO. Ife efledeI ti-

fo' ane l v, t'irs eafte'r I Wen'it ilitel tile' ll'ct ite. 111t, it, wais 'list,
thitt fctteof Ict 1ii, .evu I stalt fell 2 years \vlit' icis el' ''iii'lif
I t1111 bit 1111'Cdoleitt or1 saying it,, lily tilkiig 1i faijtly goodel tiiieial
SUieC't'ss in tilte) prciej.

But. that. is W~liy I feel sec stroncgly, titie \01vi I cll sympytiictliiot illh
pletO~t. Bt't'eli5 I eli i't'dli7A' Ihut Witbtcttt sectdiilig tel got, iie
eitiouas that ('tt't. bridge, I WoUle find it, imsibjl e~il tel c've'ive' that I
'culdl hiave' sucetedI in (toi let-ice uf l11w.

3 15



SOCIAL SECURITY REVISION

Now, in Pennsylvania we have a very fine system of pensions for
the blind; and to avoid repetition, I will say now that virtually every-
thing I say applies with equal force to the State of Missouri. Mr.
Johnson, who is president of the organization of the blind of Missouri,
is here in the room, and I know he is in accord with what I am saying.

But the history in the two States is quite similar. In 1935, Penn-
sylvania adopted the blind pension law. And I might say that it
has been one of the finest tributes to nonpartisan action that I think
have ever taken place in our State.

It so happens that the measure was first introduced into our senate
by a Republican at a time when the Republicans were in the majority
in the senate, and a Democrat house piissed it, and a Democrat
Governor signed it. And through all the changes of party in our
State the gentlemen of both parties have wonderfully supported
the blind.

Now, the Feat feature of our pension is that it is a pension of law
as distinguished from a system of men. In short, a person who is
an adult who has less than what we call, roughly, 5-percent vision,
receives a pension of, now, $40 a month. There is a proviso to the
effect that if his real property exceeds $5,000 or his income from all
sources exceeds, we will say, $1,600, to make it simple, he is no
longer eligible. In short, we will do this:. If a person's income is
somewhere between $1,100 and $1,600, the pension is so adjusted as
so make the total always less than $1,600.

Now, under that system, we have 15,000 and a few hundred-odd
blind recipients. That is of tremendous importance, I submit.
We have 15,000. The importance of those figures, I think, is shown by
the fact that in New York State, with a population that is some
30 or 40 percent greater than ours, they have 3,000 receiving blind
assistance. And across the Delaware River, where there is a popula-
tion of 4,000,000 they have about 500. In short, in Pennsylvania
about 1,500 receive blind assistance for every million of the population.
In New Jersey, about 125 or 150 receive assistance. In New York,
I believe, it is about 225 or thereabouts blind persons per million who
are receiving assistance. In short, it is self-evident that our plan
comes infinitely nearer meeting the needs of the blind than the other
plans. It has the great advantage, as far as blind people are concerned,
of being free from the degrading stigma. It somehow resembles the
feeling that people have nowadays with regard to a child's attendingthe public school, from that which was felt a hundred years ago as to
a child attending a charity school. Of course, in view of our definite
standards, the blind person is free from the ceaseless intermeddling
with his personal life which is so galling to people. And we think
that we have, in Pennsylvania, arrived upon a formula which is a
rough adjustment of the two problems, which really are very serious
problems: how are you going to give assistance and have it work
on the one hand, and try to preserve the self respect of an individual
who is a recipient? And that is tremendously so in Pennsylvania.

Now, I believe the Social Security Act went into effect in the summer
of 1935. And Pennsylvania received its proper reimbursement from
the Federal Government. But about 1938 a great antagonism arose
in the Social Security Administration, or Board as it was then called,
I believe, to the Pennsylvania system, and they cut off Pennsylvania's
grant. And that still remains, without any Federal reimbursement.
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The same, as I said before, applies to Missouri. They have not given
a penny toward this system since 1938, notwithstanding the fact that
Pennsylvania pays, of course, its share of taxes to the Federal Govern-
ment. This lirs developed tremendous pressure on the budget in
Pennsylvania, because here the State is paying out money, and because
of the adherence to this plan, which is theoretically objectionable to
the Social Security group, we get no reimbursement.

The blind of Pennsylvania have overwhelmingly supported this
plan. And when, from time to tirne-I should say there were six or
seven occasions in the last 12 years-efforts have been made to substi-
tute a relief plan in lieu of our plan, the blind of Pennsylvania have
been terrified, and I use the word advisedly, because as far as they
are concerned, it would be an unmitigated calamity if we were to have
any type of change.

It would amount to reducing to destitution some five to ten thousand
blind in Pennsylvania. Now, I have that on the advice of Mr. Day
of the State Council. And it is easy to arrive at the figure, because all
one has to do is to compare the number of blind in Pennsylvania with
what the situation is in New York. If Pennsylvania were to go off
of its pension system and on to a relief basis, the so-called needs test,
and if that test were applied with the same rigor as it is applied in
New York, 12,000 blind people-I repeat, 12,000--vould lose their
relief. It is a thing which is very, very serious to you, if those blind
people among those 12,000 are your friends. Of course, if they are
just cases and statistics, as I suppose it would be to most of the Social
Security folks, it would be different. But there is a big difference
between a friend and a statistic. And that is why I feel so strongly
on this point.

Definitely there is included in this bill, H. R. 6000, a provision for
the obsequies of the Pennsylvania and Missouri pension plan; I believe
it is section 345, which provides for the approval, arbitrary approval,
of such plans for some 2-year period.

Senator MILLIKIN. Would you mind if I read into the record what
H. R. 6000 says on that subject?

Mr. TAYLOR. I would be much obliged if you would, sir.
Senator MILLIKIN (reading):
For the period October 1, 1949, to June 30, 1953, any State which did not have

an approved plan for aid to the blind on January 1, 1949, shall have its plan
approved even though it does not meet the requirements of clause (8) of section
1002 (a) of the Social Security.Act (relating to consideration of income and re-
sources in determining need). The Federal grant for such State, however, shall
be based only upon expenditures made in accordance with the afore-mentioned
income and resources requirement of the act. (Alaska, Missouri, Nevada, and
Pennsylvania had no approved plan for aid to the blind on January 1, 1949.)

Mr. TAYLOR. Well, we feel that notwithstanding the loyal support
that the blind of Pennsylvania and Missouri have heretofore received
from the members of their respective legislatures in resisting the
pressure from the Social Security Administration to end our pension
systems-we feel that this new plan, which will give them a taste of
Federal money, then threatening to pull it away, which this act
automatically will do, will make our position untenable; and we feel
that we in Pennsylvania and Missouri will then be confronted with a
so-called needs system, the type that Social Security sponsors so
vigorously.
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Of course, we ill l'entsvlvania have hoped that. sotlcthilg in tle
manner of, I think it is,'Senato bill 22t6, introduced Iv Senators
AlhGrath, Wagner, and Ives, which was ver" similar to a" bill in tin,
previous session introduced by Senator Nlartiin of lenns\'ania, which
wolll allow the States to lix tor themselves how 1uch inicolo at person
could have before he was disqualified from receiving assistance, would
be acceptable; but the Social Security group is very strongly opposed
to that.

We vere disappointed to find in thltp'e selt bill that it, dotes not
state that tie exempt ittelte is permissive. It is mandatory so far
as its limits are concet'rned. It is testrietive. proltibitory', bItialst, no
State my allow more than $50. It might with ,ool rvasot be
enacted b~y the Federal (Governlmnt but. only to the extent of $50
exet'tpt. itttcotnl( would tile Fedcral Coverlutent support a State Ilhttt.
But this says thta it Start, platl which exetitted, we will say, $1010 it
month would be absolutely rejected, eveit though the second $50 was
purely a State matter. Aund that is what -we lind so distressing.

Now, it seems that, there is a Vry strong g feeling in support of this
bill, 11. It. 600t). And, its I)Ir. rwmtIn poi ed out yesterday-.atnd to
tttat extent we certail\' are itt accord with hin-to allow soine relief
front this crushting forniitla of'" a dollar cartned, a dohat' off" iju progress.
)litt what we eartnestly ask is tIlis: thtat. sotme leetway legiveat tile
States to experiment.

For example, there h. beett tnuh discussiOt. b1et'1etilt' e .late
of Penusvlvattia atid the Social Secutrity Adtnitlistrat ion tit this ipointi:
Suppose Pentnsylvallia were to set itp a plat for aid to the ttVl" blind,
which itn every respect tttet lileq re itenltiltets of t1v Socitil ectlritv
Board, aid which uttder ordinart cireutmstances would he approved,
but, yet there happened to be in itto State a blind ptisitm which took
care of tile cases which could ttot be taken care of by tlt, phl. 'rihe
Social Security Board would refiise to accept tta i phl. Itt other
wotds, they take tlte position tlint, tle have tite, eight to go into a
State and to serutitiize laws which ill io wise allrct tile operations of
that plait. And if they do not like the other laws of that State,
they reject your Olah. I

N~ow, the' will have to adituit, and it Itas been admitted itt Iitatt
discuissions,'thal if we itt 1enntsylvania Wet'e to pstablisht a plat stit-
able and agreetble to thte Social Security Administration, they would
refuse to accept that. plan, tnerely because there wits ait unrelated
statute itl Peitinsylvaita which il no wise affected the blind who
qualified under the plait. They would arrogate onto themselves the
right to supervise and scrutinize the legislation in tt e State which
does not affect their plait.

We call readily see why they shothld have the right to scrutinizo
statutes practices, and rulings ilt a State which afifeeted the operation
of tle plat. But it certainly seems to us the virtual anuihilation of
States if an administrative ageny calt go into a State and say they
don't iike a law which does not affect thait agettey.

Now, wo are earnestly calling to you attentiion atl amendtnent
which we are suggesting 'which we feel certainly should not bo objec-
tionable, I have just drafted it in Braille, and later ott I will ask
leave to submit it in typing.

Tite CHAIRMAN. You mtay do so. , Furnish it, to tile cottmtittee,
and tile reporter will insert it.
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Mr. 'TAYLOR. Thank you, sir. It is only a brief atnendient.
(Tei, material to be supplied follows:)

Su m .: AMENDoMENT TO II. II. 6000

If a snta pit ai for aid to tih hilind nilectil of tile wdrenor ents of this act, the
Administrator shall not disapprove it. on tie ground thlint tlinre vxists in the m~id
Ntat, other laws, progranis or ijstittitis reintijg to, prov\latig for, or gratnting
lieiisiolis to the lind, which the blint nit1ty elect to accept itn lien of tli 'bel ts
of tille said pa1i uh's1s hi'h. tilie Admiliiistrator, inds as it fatn, based tirpm clear and
coivinciig proof, tihat lie said State, plan ctlnot operilrae withi respect to stiv
I1ind winrsoni its 'h, et to acct,lt its hietilits ect, o of the cot,xistenct, or ope-ration
of stch additional Slate laws, programs or lostitutions.

M l'. 'l' O Tlll. I, int would be thit: .llar if it stie plant for aidto thet blind llivtets tlw requiltlillli~t"; of this act. ilt Anliilist Ill lot
shall not. disapprove, the said phil. oil t.ho( ground (hillt hliert, exist ill
tlt said St itte other hi w, piogrnil is, or instit ut iois relating to, pro-
viding for, ir glutlittillg pellsiots to, le blidI, whit Ih'l, Iilld t 111,h
elhet to atcept ill iei; of aceptiig the iiiitv't of the said phli;
tliss tihe said Adiiilnistluator finds ' ns a fact., based upon dval' ltitd(101liV(ilig proof, that, till' saidl plall vilill|ot, oplqlate wilhk l''srpl to
those' blind who do accept its enliitis, bIenillsi of tlie existelncet' 11tid
operatiioll of sillih additiolil Statt' laws, program, all i t lit l)io1.

lit short.. we readily coittedo that. if there wee relasouts for him to
litt that, soite of tlliese collateral or tilielat ed ltws or programs
iilered lie fuitctio ill, of tlho tlni so fur as it lcelils to tile blind
who tirt under it, it, wollI he oniily fair thit Il, Slioid have th' right
to objett But we ask thi11t utties Ile tuit find us a fitet. that. t hose
other lstiltill,, tlt otlir txperiiients wihiel a St it liy et fit to
lillkt' inlittlt lime pll, tile existeole of thost' (ollteral ;I. rluelatt'd
Iuws should not disqualify the lplai. 'i'it, we feel, i1u11 be tilo soll-
tioit of this probhlm, ht'eliso tii, stil ilitit. ill slppor't o)f tlos, other
bills to vhich lI I'ielly titde r-t'ft'lrelltee does Slot seeml to Ito ,strolngenough to give Ili"ll ope for their pnisolge.

'lhis anlinditicit which we suggest ila teid to altioriltv iti
terriblt limpact of the pltissage of 11. It. i00 tl)Oll til blind oif Missouri
ant t nitisyl'ivi. And I say tha iit n1v hittitige which will deprive
stoite five to t, thoisaitd blind people "of their aid is a verv serioll
1iitthr, a very deplorable ;tell if a single aiiliteit. like tihis, which
no reasoliabie lomon unol litsI, desired to obliterate the Stoits is
Stitt's could possibly object to, might, bie a solution which would not
hailper tlhe main w;orkinigs of this bill, or its whole philosophy, but
yet. wouil tean a godsend to hn thousand blind beopi in Pennsvl-
vania and lhap a thousand to two thousand blind l oplo in NMi-
souri. And 1 earnestly ask your careful consideration of t is ameutnd-
IttI'itt...

Tio CnAIRMAN. We will hl' pleased to have your Rule amniItent
inserted in tho reord. And think you very much foir your aplt ap ra nee.

Mr. TAYLOR. Thtank you, sir.The CHAIRMAN. llt 111P chairman inquire about, the two other
witnesses listed for today, NMr. Bllalrd and 'Mr. Rubin , %fr.
Ballard here?

Mr. BALLARD. Yes, sir.
'ile CHAIMAN. And Mr. Sol Rltubin, National Prolmtion and

Parole Association? Is Mr. Rulbin )'eSentt.?
The reason I ask is that the clerk called my attention to the fact,

that he might not bel) present.
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Does the committee desire to finish with Mr. Ballard at this time,
or come back in the afternoon?

Senator MiaKIN. If we do not have another one, I would prefer
to finish this morning.

The CHAIRMAN. Does that suit you, Senator Kerr?
All right, Mr. Ballard. Please come around.

STATEMENT OF RUSSELL BALLARD, DIRECTOR, THE HULL HOUSE,
CHICAGO, Dll.

Mr. BALLARD. I notice that Mr. Kouns, of Colorado, was in the
hands of his friends, here, this morning with Senator ?filliki, and
Senator Johnson pre,,ent., My Senator irom Illinois is not here and
Senator Kerr does not know it, but I grew up in his State of Oklaloma.
Perhaps Ie can represent me.

Senator KEim. I would be delighted to do anything in that, regard
that you would like.

Mr. BALLARD. You will pardon my infirmity this afternoon. I
have been ill with laryngitis for some time.

I appear before this committee representing the board of the Na-
tional Federation of Settlements and the Chicago Federation of Settle-
ments and Neighborhood Centers. The statement I am about to
make will be in support of a $12,000,000 authorization to the Children's
Bureau for child-welfare services. I speak of this phase of I. R. 6000
because child welfare comes more directly in the field of my experience.
I welcome this opportunity to speak up for children-dependent and
neglected children, and children in danger of becoming delinquent.
And before I have finished I will have something to say a bout juvenile
delinquency and the needs for improving the care and treatment of tie
juvenile offender and in that manner this can be done through the
Children's Bureau.

I have lived 26 years of my adult life in the blighted areas of indus-
trial communities. Fifteen of these years were spent in public educa-
tion five in public welfare, and six at Hull House, a social settlement.

The experiences of these years have brought me in touch with largo
numbers of children. 1 have seen many children and youth lose their
way because circumstances denied them their .equal chance. For
11 yearsas a school principal, Iwas associated with some 1,200 children
who for the most part came from families of low income. The physical
and emotional problems that arise in the home and in the community
are often observable in the classroom. During these 11 years, we met
with many frustrations because social services were not available and
because there were no financial resources, often so important in plan-
ning for the protection and care of children in need.

The Federal Social Security Act, creating so many social services
in the local community, was yet to be passed. There were no child-
welfare services, no foster-home program no proper standards for
adoption and no child-guidance clime. The most serious cases of
dependency and neglect were sent to institutions, while the less serious
were often left alone to drift into delinquent behavior.

Senator MILLIKIN. Mr. Ballard, would you give me your opinion
as to why the people of Chicago and the people of Illinois, and the
same question would go to any other State, were insensitive to the
problems that you are discussing, and why out of their own resources
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and their own energies and their own interest ill the subject they did
not. provide the answer?

Mr. BATLLARD. I don't think it. is so much a matter of bting insensi-
tive. I amx going to point. out later on, in connection with probation,
how certain Illinois counties, the poorer counties, don't, seem able to
meet the need.

Senator MN1hLiKlJA . But there wouhl he a residual State responsi-
bility there.

Mr. BALLARD. Yes. I was in Lake County, Ind., for many years,
and we had probation administered on a political basis there. As a
school principal, I was frustrated many times because I could not get
them into a case and get then to go to work on it. I went to work
for the social-securitv program, because it was a challenge, an oppor-
tunity, to do more tor children. Perhaps after I have gone a little
further into my statement, that may clear it up, Senator; but feel free
to interrupt, at aty time.

The probation service was ineffective, and the delinquent boy was
all too frequently committed to an institution because theo were no
treatment facilities available. That is to say, there was no one avail-
able who was trained to study the causes of the child's difliculty and
to repair te hurts, ease the tensions or change an environment that
was d damaging to a chil.

Because there was no understanding child-welfare worker in the
community to change the environment of two boys-ages 14 and 15-
in my school and remove then from their miserable homes, I saw
them sent with older boys to the State prison on life sentences for
murder. Because there was no money for a foster-honie program, I
saw many children sent to institutions where there is never enough
love to go around-chillren like the 9-year-old boy in the third grade
who 3 year earlier had seen his fathW beat. his mother to death with
a poker and then commit suicide. 'I'his boy was unwanted by his
relatives, homeless, and emotionally upset.

It. was disturbing in those years to see children deteriorate before
your eyes because th ere was no skilled social worker available to study
the causes of their difliculties and to work out plans for improved
care. One of the reasons I accepted the resl)onisibility of inaugurating
a county welfare department in 1936 was the challenge of having a
part in expanding social services for children.

It, was a great day for children when the Skcial 'Security Act. was
passed in 1935 and the Congress earmarked $1.500,000 for child-wel-
fare services. This appropriation gave the Children's Bureau the
opportunity to help the local community raise the standards of child
care.

With the cooperation and supervision of the Children's Bureau in
Washington and the children's division of the Indiana State Welfare
Department, it, was possible to organize a county children's agency
through which we could make wider provisions for the care of da-
pendent and neglected children and children in danger of becoming
delinquent. The help and supervision from the upper levels of gov-
ernment set its on our way.

I never heard of a foster home until I became county director of
public welfare. I suppose it was part of the learning process. There
weren't enough of ,is trained. There wasn't an acute public opinion
that realized what could be done once we inaugurated these services.
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And I say here that the help from the upper levels of govertilneit set
us oi our way.

Foster homes for neglected or homeless children were located and
institutional placetnents forestalled. Dependent. elhildrel, all but
forgotten in institutions, were brought back to the county to etioV
normal living in foster family hones. Now, there were skilled child-
welfare workers available who knew how to make a plan for the
defective child about whom the neighbors complained because sie
Aet ill day and cried all night.

To follow a plan that involves the removal of a chilh from his home,
for any reason is a tajor social operations that requires great skill.
Yes-iind to place a little chilh in the proper adoptive home carries
with it, not only great responsibility but also requires understanding
and skill not unlike that of the surgeon who hold the life of th patient
in his delicate hands. To discover a neglected youth, bedridden front
polio for 5 years, and to expertly manipulate is environment so that,
le can walk again, make friends and really begin to live, is aii example
of what I mean by services of the highest order to neglected children.
And it should be remembered that with Federal funds the Chidren's
Bureau has made it possible to train more people for this kind of
specialized professional work.

With the help of the consultants froi the Children's Bureau, our
county children's agency established a child-guidance clinic. W e
were then able to find out why a girl ran away front home, why a
youth set fires, and why a boy attacked his teacher. After causes
were understood an intelligent program of treatment could be in-
stituted. And thus child-welfaro funds helped greatly 10 years ago
to lay the foundation for the child-guidance clinics later to be ex-
panded under the Mental Health Act,

Having been so near the problems of children and havittg observed
the improvenient in child care following the passage of the Federal
Social Security Act, I ani impatient, so see extended to larger numbers
of ill, unhappy, unloved, and forgotten children the kind of service
to which I have referred. I catot emphasize too strongly that a
broad child-welfare program which includes services and funds for
foster home placement, boarding homo care, imp roved adoption pro-
cedures, child guidance clinics and medical and.dental care, can be
an effective agent in the prevention of delinquency. And I want to
raise the question right now: "Are we willing at this late date to pay
the cost in money and service to prevent delinquency among youti?"

Unfortunately the services I have been describing are available to
all too few needy children. It has been 15 years since the first social-
security bill was passed and still in only 600 counties out of 3,100 in
America is there available so much as one child welfare worker, paid
from public funds, who is devoting full time to supervising children
in need of special services or assisting the court which reaches out
to protect then. We are not now meeting our responsibility as a
nation to the children who are handicapped by birth or environment.

In a democracy it cannot be denied that the care of needy children
is first a public responsibility. While private agencies privately
financed perform valuable services-I now work for one-it needs to
be said that one way to deny oppdrtuiity to large numbers of children
is for men and women in legislative positions to believe that private
.contributions to private child welfare agencies i'ill be sufficient to
meet the need. ;,
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I respectftfilly urge that. the original request for $12,000,000 he
authorized to extend the services I have been talking about to more
children whose needs are great.

I next wish to direct your attention to the great. need in this country
for improving the facilities for the care and treatment of the juvenile
offl'eder.

Senator MILLIKIN. I would like to ask: Why is it beyond the means
antd the spirit and the sensitiveness of the States to raise $12,000,000
for needy' children? Why do we allow that sort of thing to develop?

Mr. IBALLARD. I think, of course, as I indicated earlier, this is an
educational matter. With Federal funds it 11118 been possible to edi-
cate the States to do so much more than they did before. I am
thinking of our own county, where we had no ltoster home program
and were spending $1,50,000 after a county welfare department was
organized ill 1936 and Federal futinds were available.

Senator NIILLIKIN. Is it, your theory that this is an incentive to do
tile things we ought, to do at botte bltt for one reasoll or another do
not get around to doing?

Mr. h It. is a stimuhIs: ves, sir.
It would be til historic event If this Collgre."s, either by amending

II. It. 6000 or by a separate elactlttent, would autthorize al additional
$12,000,000 to ie used by the Children's Bureau ill helping the States
improve tho methods of dealing with youth ill trouble. Specifically,
I tleall improved juveniile probation service, adequate detention facili-
ties, and finally better methods of treatment with il te various State
institutions for juvenile delinquents.

Senato i t. Mr. Ballard, do you think it is att accurate statement.
to say that, every pettal instituitionl in this country is a IolllIlent toniekleet ed youlth
M 1r. IAL,,RIb. I think there is a great deal ill that.. I have not

brought it. out ill my testiliony, but, the studies of the failures of
juvenile institutions are impressive. In one study, the finding was
that, 88 percent of the graduates of State institutions go Oi to prisons.
And other studies have indicated this is true ill 70 percent. of the cases.
I wait to point out, ill i Itoiletit, why they have failed.

Probation as a form of treatment. for the juvenile offender has beelt
a part of the Illinois statuttes since 1899.

Now, I ask you, Senator, Why it. is that every county ill Illinois
hasn't got a juvenile probatiotl otfieer? Buit they haven't. Yes;
that, was oIl tile statute books ill 1899, 50 years ago. Yet today, 50
years liter, 23 counties out of 102 do not live atly juvenile probation
service, and 41 counties have only some formof part-time service.
And Illinois is a pretty well-to-do Stfite.

Senator M IL.IKIN Why lere it. Washington, should we be more
alert to that thatn the people of Illinois are?

Mr. BALLARD. Because I think, Senator, its the Senator from
Colorado, you care what. happens to a child in southern Illinois. I
care what happens to a child ill Colorado.

Senator MILLIKIN Yes; I care what happens to a child ill southern
Illinois and I also care wiat happens to a child in Colorado.

Mr. BALLARD, I know you do.
Senator MILLIKIN. Antl it is an affront to me that that particular

phase of this problem ever gets beyond the State lovel.
Mr. BALLARD. Of course, you might say the samie thing is true as to

aid to dependent children.
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Senator MILImKiN. I go vith you Oil that.
ir. BALLARD. Of course, I don't agree with you. I think that you

have got to use tile taxing power of this larger agent.
Senator MILLIKIN. I amll not saying we are not going to do it. If

these States and local colnlifliti5es will not accept the responsibility,
we have no alternative but, to act. at. tle Federal level. But, we are not
any wiser or any different than the people at, home, because we conie
from there.

If I may make a personal observation, I belong to the school of
political thought that, believes that the further your Government is
away from the people who are governed the more you are
your Government becoming a thief of liberty. aat to find

Mr. BALLARD. Of course, I think these children belong td the
Nation. In time of depression the Nation has to step in. In time of
war the Nation steps in and puts its hand on our bovs, as it. should.
And I think in times of peace it is the province of the Pelderal Govern-
ment, in many of these services, to use its greater taxing power to
distribute some of this load.

Senator MI.LAKIN. 'I like to think of it in terms of successive liability.
I like to think of the first, liability as being in the home, the next,
liability in the State, and the final and residual liability in the Federal
Government.. And I go with you 100 percent, that if'we do not meet
our obligations at. home there is no place to come to but here for their
satisfaction. And I think perhaps I am talking theory completely,
because I have seen so many instances where at home we will not face
up to our resp onsibilities on our own initiative.

Mr. BALLARD. I would certainlv hate to see us at hoine lose our
responsibility. I was very happy'in the county welfare department,
because we had a merit. system; and we only had a merit system be-
cause we had Federal monev coming, into the county. Our adminis-
tration was leveled up on a higher plane because of Federal and State
finance and therefore supervision. There was no interference by the
local politicians in the administration of our program. That wvas in
part because we had Federal money coming into the local county,
and State money, and we got a merit, system, as a consequence. And
I could not have appointed a person to a job who was not on the eligible
list. I believe that. these Federal subventions do help to level up the
administration of-these local units and improve local services. That
is a personal observation.

Now, speaking of probation, in tile recent report, of the Child
Welfare Commission of Illinois, one part-time county probation officer
is quoted as follows: •

I am the probation officer for both the county and circuit courts in connection
with my railroad position. I need morn salary and a stenographer. The work
is on the increase. In addition to my probation duties, I help th schools as a
truant officer.

Another part-time probation officer in my State writes:
As the county nurse, the Job was wished on me.

Peoria County with a population of 154,000 supports three full-time
juvenile-probation officers. Now, that is a rich county. In addition,
the county pays for an extensive child-welfare prograin. During the
fiscal year 1941-42, Peoria County committed only three boys to the
State training school while Williamson'County.with one-third of this
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opaliitioii and without any probation officers committed two.
slasiac County with one-tent h the population of Peoria County and

with no prolation service ctonunitted three, or as many as Peoria.
While Peoria nade no commitments to the training selool for bovs
during the next fiscal year, Williamson during that period committed
11 boys and MNit.sae County conunitted 6.

Wlhat is true of lililnois'holis for the majority of the 48 States.
Skilled probation service for the juvenile offender is not. provided in
large sections of the country, particularlyy outside of the city areas.
As child-welfare services are biting iniproved in the local community
under the guidance of the Children's Bureau, probation services can
likewise be extended and the standards raised if the Congress will give
its approval.

I next. want to speak about juvenile detention. Because there are
insufficient detention homes or receiving Iomes for time child in
difficult, large numbers are held in common jails awaiting disposition
by the court with juvenile jurisdiction. The Child Welfare Leaguo
ol America reports that in 66% percent of the United States comuni-
ties, detention facilities for foster children are so scarce that they are
confined in regular jails. Oil the basis of a survey made in 1945-46,
the National Probation Association estimated that 40,000 children
are detained in jails every year. 1 have met boys at the door of an
institution for delinquents, who had already been! corrupted by adult,
prisoners with whom they had associated in a county jail. One 15-
year-old boy had spent 5 months in an Illinois jail before coming to
the State training school. lie had been there 18 months. I sent hint
home. And in a fewi months he was back at the institution wanting
me to help him get. into the military service.

Tho National Conference on 1Pevention and Control of Juvenile
Delinquency called by the Attorney General of the United States in
1946 included juvenile detention among its considerations. I quote
from the report on this section, page 3:

Approximately 70 percent of over 3,000 jails in the United States were found
by federal Bureau of Prisons' inspectors to be unlit for the detention of Federal
prisoners. Yet these jails are often reported to be holding youngsters under 10
or 12 years of age. rTe following items are typical of reports coming from
Federal inspectors:

In a city of alnost a million people the city anthoritics have not provided a
proper place for holding children. In that. jail that day there were 72 children
16 years of age or younger. They sleep in the same cells with adults, they eat in
the same dining room, they asociate with them during the long, dragging hours
of time day.

In another jail boys and girls crowded into cells. It seemed to me an unusually
large muber of children were iii this jail in a county where there was a juvenile
court. Since the first part of June, those boys and girls had been held, waiting
for the juvenile court which did not convene until the end of August. All through
the summer for 24 hours a day these children had been in jail in small cells. The
most serious charge I could find lodged against them was stealing a few packages
of cigarettes. Some of them were not more than 12 years of age. For petty
thefts, where a man might be given 30 days, they had already served 3 months
without a hearing.

Time conference concluded that field consultant service financed by
the Federal Government is greatly needed for States and counties.
The recommendation for action suggests that the United States
Children's Bureau might, well provide this service through its regular
field representatives. The appropriation which I recommend would
make thit suggestion a reality.
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I have been speaking about the ieed for improving I)rotiol 1aid
detention for the juvenile oltendehr. Lc 4 , us lokfor it nIollt. ait, the
State trailing schools for jilvellilo delinuents a11 a inst rluient, of
treatillent, hnake the b)ld atont,-and it ca. be sulaitiated-
that by 1a11fn large the pooesO t educational or training job in America
is Carried oil il these schools.
. Numerous sl1'\eys over the (Oit pot up tho Continued failure
of too Imany boys after release from t lh training school. One explana-
tion is thfit. tlere has beenl a ovorelnipillisis on custodial care and
punishnlient instead of an intelligent coluilon-selnse progratl of traita-
ing antd treatment. The boys anid girls seit, to traimliig schools repre-
snt the most neglected, d(lplltlt,, and friendless children il the
Nation. They are socially ill, sometliies physically ill and111 mal-
aioiai'ishlc, andi too often emiotioinally scarred. The'lly do Ilt) need atjuvnile jail hut rathe' an inst it tion equipped like at hospital for
diaglosi lind treatllelt,. These are Youth wit h a wloa the colllunity
ins failed; and becallse they aret all' reles ld eventually to the cem-

nit iy, bconiog very inilortanlt thiait l)oitivo eliuinges take place in
the inilividulial d111ing tle period of comiliitnient.

Not until a boy was killed by ail employee, allegedly drunken, in
February 1941 dt the illlinois Stato 'Trainilig Selotol l104. St. Charlhs
was the ;lecisioii 1ado to reorgalnize the school, eihlrge the professional
staff, and give more intensive study to the liveds of the individual boy.
I accepted the sllperilt eildellev alld spent there two of the saldthhst
anti most frustrating years of imy life. Hero ainong the l)opilaltioll
of 675 boys ranging il' aIge front 9 to 21, were the little boys who had
been dumped Onto the doorstep of the State school by Collilties with
no probation or child-welfaro services. Of coure, it is cheaper for
the eoulty to let. the State take over this child.

I saw tor the first time groups of boys who were unloved and
u1walited-boys who haid actually nlever. had 11 chance. Boys of
illegitimate birth whoso lroblom was not illegitimacy but their mis-
handled and mismanaged adoption years earlier. Boys with suicidal
intentions, one of whom succeeded in hanging himiself, while another
was sent to the Stat hospital for tile mentally ill. Sollie had rUn
away from unthappiness most of theirio lives. TIlare were those
who ran awaty to commit, new offense aill( gail stiltus in btiaag selt
to prison.

Men anti women came front the State capitol to (ont the institul-
tional towels and linens. They came to supervise tilt, living out of
flower beds and to inspect the highly polished institltioll floors. The
State veteriarian came to treat the farm aniiials. But. no ono ever
came to finol olut what waRs happening to a boy. 'Thie authorization of
$12,000,000 to the Children's Bureau for tlae treatment of juvenile
delincquency would permit them to help the States provide competent.
supervisory personnel with all interest ill it modern treat nelt program.

More boys and girls ill schools for delinquents will be saved for
social lsefilness w tel the public accepts thte greater cost in indi-
vidualizing the work of the training school. There is hope ii redireet-
ilg the lives of mladjisted eli Iron and youth into constructive
channels when the skills of the psychiatrist, the psychologist, the
psychiatric social worker, the teacher, and the clergy nro focused
upon the individual delinqulent. I

I am pleading that the Cogress by its authorization of funds make
it possible for tle Children's Bureau to give tuiio anti attention to the
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JrcssiS problem of institutional trelt ment, ltiglht. now tlero is
insufliietit. clliilal sel ive ilt fll, training schools of America to treat
iiiteiisively those, for exampih, liko the boy who iaskted to io pl'ed
in a cell la'aiso hIt didn't liko people and lIcause people had never
lo'ei good to lim. It is so1 imporhlta that. a boy feel tliire is sonuvono
with whom ho ail talk ovor his diliculties. It is so important that
tho dteliiiut(Iit boy Iayt' toe op1Olit iiity" to Iild 11) it growing
ihitiolship with it psychintric social worker or counselor or sponsor --
or aill him what, you like. An understanding adult will get, such
"espolnses from a boy as these: "I've, always wanted sonelbody to
talk to;" or "h)o't tell mo how many Ioy's you talk to liko this. 1
want, to think that I'm the only out,.' And, "Sineo I'vo had a
coiiiseloir, I've got soiltlhod., to emlpty ili) my coiicect'e to." Aid
again, "Sineo I'vo known you, I feel that I'vo got, sonwilhdy to bo
good for."

Even though it, is rather lato inl tho lift' of a boy by tho line hI gets
to an institution for delinquents, it, is iportllantthat such at itstit u-
tion provide soleole with tho tillio to listoll aid to vill'o tittl oilt'lool
for a boy to want, to bo good for. 'l'ht're noetd o e llore opportunities
ill our insttitions for IiuisguidtIm youth to forn or to bo guided to it
trelitient relationship-and I loan a satisfying hnan rehationship-
whero Iltw hopes lu(d now insights Call bo ac-hioved. ''ito psychiatrist,
and psychiatric social worker, th clergy, and tho otlr professional
• mooeiltrs of tho clinic team do not preteild to bo alde to salvage all of
tho Itiloveld, deprived Children att youth who have failed to conforill,
but onuplitically they have beti Inoro sut'essfll, wholl givolt a ehalnce,
IhnI lis tho t11lll witih it iii). Too long, til public lhis ebtel deluded
liy the external setting of their insltittitions tllt hltvo judged their ad-
ninistration by order and precision rather tha l by tho intalgiblos of
tho spirit that" aro inherent. in the process to elre't (.l1in1es ill it bov.

Sonllo of t-ho monvy inatlo available to the ('hihlren's lXureau iligflt
he used, I believe, ill training inst itutional l ersonnel. Thsisi a primary
need, its any itiititional stijriitellidilt will tell you. 111111 silro tliiIt
tho training schools of America, Ilost of theti handicapped Ib limited
budgets and unable to aittriet thio best lersoilnl, would be encouraged
by this legislatioil alld would velcoio assistallco iind silprvisioll in
rovIunping programs to bottor meet tho ieetli of the individual boy allI
girl.

hore is widtespread interest iii th nobleim of juvenile delinquency;
but because of public unawareness of some of tho underlying causes,
tho expansion of thild-welfiiro sorvites---a major factor in provention- -
has been far too slow; und tlt improvement in tilt'% troatlont protevqs
through probation, detention, and imstituitionial Caro is ovon slower.

I firmly Iblive that just as tIto (hiihden's Bureau liuT u give11 valu-
ablo leadership and direction ill asisting tle States and local Itreis
to improved services to chihlren, this igenty of government . can like-
wise bo of inestimable assistance to local coilnutluities as they struggle
with juvenile probation and dotlntion and the hatilling pioblhem of
making their institutions for delinquents mer, elfectivt ageiltes in
treaty ntt.

1 respectfully ask your careful consideration of this recomiend-
ation to authorize $12,000,000 to the Children's Burcai for child-
welfare services and prevention; andi al additional $12,000,000 for
treatment. of the juvenile offender. Won't you genitlet'en take it,
upol yourselves to strengthen our services to" children and youth ill
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trouble so that more, of these, tligttitlritedt Mills callIto Ai' idii foir ttovin

If ntot, MIr. Milliltt', we lthntk pmu for your a i'rte' tiid coul-
trihuitiop ivi.

NI 1'. BAtLAMl), 1I 01a1tik N1011 for' yo11r (1011rt081.
'I1110 ('uAu ttIAN. Mtxl' 16iiii i ht, ill thO t'otttut?
VTe comtlttit, w e~ ill ives ui~~ ntl to11 o'eIoe.k tomuiorrotw mornting.
(''The following lettIer wils submilit ted fort'ilt,' record:)

N ATrIONAt. PRuOBA'TION A ND PAU0ot1.itto' AS ATtiON

Un'ihed States &aote, 11higl~Ion, 1). C.
I )~t SKNATORo (I iomit: 'rhoa Nat lotodl lrohwatiott atnd l',rilo A-4ovint hut,

whicht I ri' resvitt is it volittitatry amiimi Wutii it atetohierstitit o over 30t,000t
peiro~ hit everyi Stlt' of tli he 1ou Who are vioertted withI advaticitig prohal itm
Auit tirolo, juvenile courts, zi other aigeoies for tilhet, tevat toet ati prvetuvt tlot
of d ittilvtiuty AIMt crinie. Ill our titlwrstip lit fottil a tit aorit y of prohant ott
ottimmr workitig it% till couirts., jittiVA (es'cAlly o11 jttvt court11 CMS), ntt ot tu'rs
0iti'iruOM04 With~ the I reatutl io rvet hui f juvettilltoiii'iy together
Wilit Ituy tdivhhtlal vtil I14 iutcemste i it-t p s roles.

It% con'ttitc' on witl tthi' jirovislititsof 11. It, 6~l0%) rehlting t it hid-wilfare tiivies,
tmaty 1. tt hi'hutil of I his agsoi'iat iou o\ tres" our support for twit tIurease hit tlti
ntiial tultlroplrithu it) thet tilliteof 112,Mt10t,0041 iiirs ttt'itd 'I his tipiro-
uritil hut "s h1%A iteeti itoliloit t ltby Miss liatlunilte letiroitl lit her sttliiii
oti l t ttaule1 i l ti'fiore ti't cittutittee out .htoutry 20, ri'pre.-ettls otily $1 ,rt,500.00
mtorie haut tho States tire tutw limidget lug mtir chitilwelfiire lulitti 4. A tttui'lu,
greater stttt 1s utetuleil it) vel hiellit) o ihl thlt' StMa l hi tothug 1t111i1 orittit tittuiett
itetuds pardticlarly for Ithe prevetionltt of jitvi'tilo iii'iittiit'ity tutu Ithe treatmeti'tu
of detlittinits.

Miss Ametrtot has tulrotuilv riled stituies of our atsoilalti pitin lg lto (lit, tragic
Jtiilitig of thotnusandis (if chiflri't ltveauusi' iletetil toti facilil tes art' lutadetlite. lit
aittiosAt all of thei Stattes th~sis t rlIt, at ltri'sitit. desitltt, itwspirporthig it) jrohltit~a'idelttlltt f chlilT'tt. ' lts aws art, ittitfitreetihle sit bug as ti er deletli litt
ant Ilit is are ntot pritvideid. WVithuit F~ederal helitis serious intilitai'y Will hoi

overcotoc far too slititlyi for its to sit bty atnd uvait while irreparable laittt 14 itto
to ltterei'ts g nouttlers of chlldreut. 1Viftt-fotir pericottt of tlti cotitt s oif lii
Unted Slates hauve ito protiiott servit (or Jtti ih's; mny addill it cotintlet
have grossly Ituau~tinut u, serv ic.

TIit) tves.'i of th liiiierai ci'hlliiwelfarit ptritgramtu it sIiimiti lg Ittprioved
legislti h andi serviri's lit I lii Stales for tlti rare atnd proteetibutt f iviitid u
twgiecli'i childit jioltils Ithe Way tot helpling tlti Stales lit jurugratis for emll tit
tho e ~lui ut y 111% trohiett. iITho *tresuiut u'hilil-welfart'h Iigel utteir the Soituitl
Security Act filttis tire part illy si'rvi1tilt' liveuls (If i'litout"eY ci1tttrid. 111t,
11sultial expatisioti is teui;adittiuutteri tf riteil la'rsuttttl, iunifortmly
high standiatrds of pritneiitru lit julveutle Citurts, tritlitit lt, det'e ul atiti 'sme1 atti
jilvenile, raltithig schotiols tapptear t( o it lottg wty toit,

'Tlt uto'atih or Inttdi'ititelly t reatidillitipt eil ~tlt, or tilt) ist urbted ehtllil
who itocotltim uiuuh1(lttuettt hectlius of ttiglu'et, arc the source oft oitr ault orittttils.
'Te local roututittitles tare freqiitttitiuhheo tit et. tho tedi. lFew Stales luiko
over the respittisihllity for itvettllo htrohahit.o I Ii twu'y 0 Staties 1s juvetile prit.
itatloit service heltig pitvited It 1.4tSates; oventiti it oth'ofts Slites tlt, itrvlro
Is ituatequiato. Itl ftll the other States thei local uotitttutittles art Iiroti out their
OWIt risottrees. 'T

t toi 1.uilte dietivilopmttett. of juvittl ptrotbat itn stil dotmtlottt
alroaily referred to Is4 atiploe tvitlico that vigortis stititurt, for these progratms Is4
tcieil i. It cant comeiu ntow frotmt Federal sotirces for ofi'lvle stiultiont, otr It, will
walt for slowv, 1tuteertalt, atil sptotty Atells bty thlt Slides Atnd lotuca tttttll

(Whereupon, at, 12:40 p. ttt., theo comttiltu ireessed 1until Friday,
January 27, 1050, at 10 it. tt) I
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FRIDAY, JANUARY 2~7, 1050

('MIT TFr'iF ON IiNA NCEi,

'Illu comillitv t11' 0u'ta 10 it. Ill., 1iI~aliat to revess, ill room :1 2,
Sellatt' 0l1ieo 11uildilig, St'uator Wit i'r F. (kt'rgt (ediairiaaii)1 prosid-

k-et'vt'ii Scuil tolot (1corg.e, Bvrd, Kenrr N tvt'rs, M i lliki, and \1 a1it,611.
Abto prosmwii Mn . I-Iizail i B1. Spriiigr, acting eiit' eit'rk ; and

F.F. Fitri, L egisiat ivo t'iefr'iit svrv it't' UAlirarv (if (,wnm

Dr. 0's8itca?
WVill Vil' COM'a0t it' llliut roi , )00t0r1 Youl art' tilt' firstt wittiwent.

11W' ( 'III1AN. 1114t hIkok 11 -4011t tilvre, if youl Will, inti itltiit
yomrsillf for tilt% rt'tortl.

STATEMENT OF DR. JOHN B. O'SHEA, NORTHAMPTON, MASS.,
PRESIDENT, AMERICAN OPTOMETRIC ASSOCIATION

Dr. 0'81uFA. NMy 111111t1 iq ,ToiinIt. 0'811t04, ai I rT'sidt' atI Northamp111-
toll, Maiso., wilt're I xraetit, optoiilttrv. I am11 de'ittnt. of ilt'
Ameritcan Optoinetrit, ssociitiou, formt'r l aving benpreside'nt, of
thel Nfassaeliuistts Association of ()ptoinirists anida it 111hr of thle
hlasfieiiitt Boardl of Itegisti'ation in Optometry,

'r'ho Anit'iai Optoinetrit' Assotiation i6 tilt' iiationafl organization
rt'prest'ixting tilt) profegsion of optometry. It i-4 constituted in thlt
sait manintr aR art similar orgaiiat ions represet'iting ot her profes-
silins su101 as Ini'icit 111ii1 dentistry. riw1 initivita toptomttrist
first. 3011111 jut ltot'i assotiationi. In Wlft'w of t(ht smualt'r Staltes. wht'rol
tiitrt' are' no lot'ai organizations, lit joins tllt' Statte iiovtitioil dirt'etly.
111)(1a joinIng Ill i lil or %itt' organization, Imlt nilt ivally bt't'oint~
a mrembherof tiit national orgimizatioii.

Tiere art' alint 19),t000 optoiilttris licensed antd regiiittred in (te
48 Stattes and tile District of Coluimbia oft whtom 115,000 are actively
en mia' in practice.

'lioart' ninep act'rethtt'd schools or t'olltgtoi of optoit'try. Thiest'
havo beten at'ciN'itt'd by tlet council onl t'tlicat ion andit pr-oftssional
p utant't of tilt' Anitrican Opt omtrie Amovtiat ion 11111 gradii 0
from one of thtest act'rinlitt'd. schtoolq is out' of tilt prerequisites for
tldilii~ol to hit't'iisiiig t'XIIIIIIIlatiofls ill a11y State'. Jusit As inl tile
kivoft'sion of iniiiii andt dtentistry, the ;taltitt'8 of tit' indtividl
Stiats set up boards of exaineltrs ii~ optometry ant iet'o boards by
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statute hslive atssigned's to t bent thes funtiions of licensinig 1111d1 regilsilt ing

Even prior to Se'ptem'iber 1, 1 9,two. of thle optosuet r ss'Iiools,
lim]t been giving 15 full yt'itrs of t raininig it college level. l'ursnsint to
thet I( lret iit'tttt of (till council ont eult'siou, till of tile it' ut ss'liools
sinis to "I'g(Is Ilm iitvt', e itt'lit'iig with last. St'ptet'ilni'first, usa usigislted

1!1l o ntto tttt ist ttiiVN tilkt his Statte boilrS e txiiit t1111 ionts, votiisists o(f
fINve full years of voils'gt work.

O)ptomttrists 11ti let o"ny pers.olIts tngiagsd ill th li htel field whois
sIt' sit't'itittthlvy t rained studf vspt'isuly exaitnitll ansd li'enisedl to sito
for imtati vision. iit. entire 'd ;iclat ioisd pros'tss is dlevote ('it\-
elusively to tile Viro aint lttterntlenit of Visiotn sild tltet lists 11111y
factuslilly, thIolgli mlodt'st l stalte tilbt t htt' art' tilet only t'xt'hssivs'Y
livet'tst'tl vision sp 'eillhists fin li 1 t elirt Iit'htl of health Caent.

Trtt firte t-wo thetr grtunps Whic is'ltr. fti vision. Tlet oit' is tilt
opbtIinlloltugist who is at lihysleistit whlo l1ists spo'sistlizt'd oil Ow Its' tatndtt
Who lists tstkt'n stiti lsissti'tl an exitiiat itus st't 11sp by tit- Asuieiaii
Bllsird of Ophit hist1luttogy, wlith is at sections tof t he Alitsrit'sti "MIedit'sll
Assotciat ion. '[iere~m suaspproxim ttely 2,60t0t of t his grots t'ert iti'd iln
thet Unsitedt Stite t. 'llsst'ltrtt it ioi'sprsus't ive ext'lssivt'ly ol t lit eve
aitt tdevte O' t lt' ttjotity of thir t ils't to psithitlogyN andis surgery *of
I Ititt tirgi. lRefr'sct ionlo tis'tlit st1Itahsis tof v isitu I std t(lit' prt'scriliuig
of visusil sliits strt' onily at blrt' inietal itll th l it' letit't tof oplst Isill-
sstohtgY.

'iT'erte is it I hird v'lstss ktilownIt, Is flit tt'iiist. Tile os'ssli.4t is itpi s
cii nvto sets Iitiseif upt as a spetcilist. lb lists passed Itto sxstiststnltiost

0t'g1trd ing I'lis spec iilt y. At tst, ocislists pitet it'teyt' t'sr, ntost' sitItl
Iiti ,t, wvok samt tter'se t's ipproxistitetly 6t 0t tof t hsss ilt t itsle stt

Se'vteuty oilt tif evtery lt0 pe'rsost5 \hi rtc'tive' vismsil cut e voluittissrib*
seesk thitt stervitcts of 'optositttttists itII( bt'ctiit thle'ist ptieitts. ''it
thttr 3(0 at, tilt' plitieit of either the oplit hsltttttogist tor thlit ocslist.

EtIlitiuesit tuphtbsltlsloltigists alvt' altit ted inl their writitig~s tIlut. thle
peres't'ttsgt' tif Visual Csases liuttled by olittustt'tists rilgs' Ittwevst 75
httreesut. s1tt(1'0 petrcetnst.

Ontly about 7 pereetit. of all those Whose t'ves retquiret priofe'ssitinasl
catre a6t in need of miedlicationt tr sutr~ery. 'fThe uessiiitn 93 pe'rent
aids'properlaretd for whteni they tecelett either visuil tratiings or visid

ad;that is, glasses or lentses. Site optoitetrists4 art' tratitetd, andt
examiined by their State boards in pathottlogzy of thle eye, this 7 petrcet
is immtedotiately rteferretd by thle optoitetrists for further prsofessionals
carte. While oihithisuitologts antd otulists pierfor isoitto ref ractionts,
there is tto question but. thlit thie optoiuots'ist. is the Spet'ialist in. this
field. Eveit the ophtthalmtologists thettstelves sidinit, that. they are
muore interested ii mtedicatiin stut tairgery thist they arti itt refractioss
Iii order to substaittitito this stattemuent, peritit ttto t~iqote front otn
article appearing itt the Atterican Medit'al Asstintiout Journasl for
November 27, 1048, written by two ouststantdintg uottthtrs of thue
Autericati Boardt of Opltthoslttology: D)r S. Jutdd Bhenth, itt texpliinintg
whky lie wrote ott the subject of refract io I, saitd:

'lis paper im Isipredt by the llttt't kntowledge tof refractiit t'xhilbtetd by tile
candtidates for board exatitiatiis. Bvei ttle candtitdate's wio obtsto siattisraettory

mtsuilts at tile practicsal texamitiustonss ishow Irulitittig t'ollstlet tti ontly sie tof tWe
statntard mttethods. Y'ounig &"s1tutats cast uiisually toperate onl estitracts bs'ttt'r
thsalt thtty catllt ttit p tt.i With RlA.'ss
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Trhat refer to th li' ouiiger pratit ioiir. In eoililn i lig Oil Dri.
hleaech's pit let., D r. M. I Tav-wardi Post, Jr. anotherr nteiidier of thle
Ainereain iIltir(i of ()phtliaifinology) said:

iii. older opli ihaliioiogist ofiii faik lot o it tit . wild, from line of tim mi u' d
greater i terel lit lilt, mnore' slive I t iwilar it4iwt vt4 of stirgiry idi iathoitlogy, filto I

v.lerify' him refratelimi). Tlhe re~sllt i4 thIat t(lie, majority of olderolilIaintii
an, inotablyv poor refrart iuiisi'.

( I OugI'ess, in (lit otg tilt soiia security l11w. titlei X of whichi pro-
vides for alid it) thev lind, dii ot l el 1it, to dle' w~hii Constituteid
bljiilitess'; 110 hw it should lhe determiiwd. Tlhe' liiiitdhook of l'uhlie
Assist ance Adlinistrat ion, ini(lti, 11hwitee of ('Iltgr',Siol l I legisit ion
to t iiOw i lotilly. 'otrols. It iiriiiilis in si'tin 333t0. sutihiv imlit 4ni,

lii11t l~ilIti'ss lust Ill, d mile in ed by "I) Signed riepor't of lilt extuili-
bit iout niile bv lilt ophitiiiluiiOlogisto 01'disieilln skilled in tlie dis-
(tllils' Of th ei'ive'." lit sect itn 3351, the( utitdhook ievoillilliids using
tit(, 4d'liit ionl of liiidit's issued by tih' house of dehleit is of tile'
Ainerieit N Ietlh'al Assoiition ilk 19 3 1:

Ill ti'rials Alf op'iiiliii'lit, ':l'uii'ueeii teiiirai Ali.mt ii v of 20;'200t or l4'si i
thet l'i i iii uey i iti iveri e ili ls is Sw04111% i vii'i 'iiivi I14 li t\iiile 4 Antii'

No one4 cim quest ion tih' i'oluinit ti' of ti optomnetriist to lunakeilla
1xillilut ion tintd determined' whethIer o1r 114) tilei person emiuiiiti'illmet.s
tite eqliirvini't of thIis deiinitin. II owvel'. let us sint t most elin-
plltl it'ily here lin mll 110 l1 it tit is not) (ltn piirposi or desire of opt oin-

0 1 r h lis hill, 01l i l 011.ohrN~Y ovl-olhllo h il i
med ieile or surgery. TI'iei o ph t liltlinlologist hlis Itis fiteld iti14d so like-
wise does t ite o toilett mist, have his field. Bt Nv wi' ully strenuously
contend t h it. Itlervt should Ilie no Iiilw, rule, regulit hu, or tnteirpret il-
I ionl which e'X41i'hililny segilit oif tle. pulic front securing thlet serv-

a1s Willi it4 t ilo t lixjlIN~tIV Wilt supplor't, it art' lws sierved by inlsuring
thle liwaillahilitv 1 t( ht st'l'iv'is of opttlll'ti'sts within the st'tit of

We urlge' thlit thie skill itt iti ta inig of bthI thle olih iladologist anll
01)tontet rist should lit qitht yaitilto 1 (ilt iilgt'i(ht t itl nt' t hey
in'i nv'iilatlt'v to those' ftiittiilly' aide to pait%.

Stitei w('lfilr l gt'iits livet vstI them'i as ti11 excutse' to 11111 optometrists

lining thait to dot so Would deprlnive' thlit partfe n'ihi St ate o'tf its
Fed'terail gi'aits-iit-aitt. Whettn lis situlto w11 4)1 i'ls uitdetrstooid by tile
WAVI in 1111Meas C'ommnitteet of tlit, Hobuste, they iiltet'i' inl f1. It.
6004) tih' following hlngulgi':
provided' thamt, lit dternmlniuig wtthi'er il i itnti lu imliid, th siii'rt indii ilt a
exitiltifon bly A playsiianl Shilledi lit ulisvitst's tf tOw eye o~r b~y riu optomieiitrist.

Thlisiltt arae Jivi fuiiotr illloltl i tiplitha\n\-Iit o w Ho
childto tilt' Stilti wvelfire iigt'itees and11 tihe Sot'itt for' tit' Pret-

vention of Blinidness thait uinder' thte guise' of this bifI op~tomtrlists
we're tryint to htive C'ongretss th'ellt'e thaut at litcense' to p~ractt ice opltilt-
eti' , \\ tito eqtuivalenit of it certifit'ation by tlt, Ameicain Boartd of
0Op lhtology. Nothitig coultd he fui'tit'from tit' fact. botlt its to
tilt' metanting of thet lanigualgi atil tilt' ltprpose for whitch it was inseirted

SOCIAL SECURITY 1MVISION



362 SOCIAL SECURITY REVISION

in the bill. Tile purpose of the language in I. It. 6000 is perfectly
obvious. It seems to prevent an injurious and discriminatory action
which deprives the intligent' of the services of an optomtrist--those
indigents who are not really blind. By a warped interpretatiol of
the regulations any person who requires thte use of a lels to aid his
vision has been utt into the category of those who fall within the
amlistatlee to th blind. Having been imlroperly put, in this Category
the itext regulation is invoked whtieh states tihat ill cases of blindness
only the services of a physician skilled in diseases of the eyo may be
utilized. This results ini all indigent. persons wlo are not actually
blind heing deprived ofthe services of optometrists and prevents the
optometrists from rendering tho very services for whielt they have
been licensed bv their respective States.

however, in order that there may be 11o misunderstanding wo sug-
gest that on page 182, lines 10 and) I and the first S words ,f line 12
be stricken out and that there bh inserted in lieu thereof the following:

To qttlilfy for 1orderal gralltsI-l-ht uhtr t hik or auty ot her e'iiljwriit i\'o Ipriigrilt,

the Stato plan shall make available to. t he telhiaries thlreof the sorvies of
optoinetrists within the scope of tho practice of optotitul.ry m.4 I)reiribod iby the
laws of tudi State, without discrimintioto betweeta optoinetrbts nd any "otherocular pradtitioners.

)uring the past 50 years optometry has (levelopetd a1s nil independent
profession. It has gained the conlhdence of the people whon it serves.
Our profession has recently embarked on tin extensive prograili of
research through the estaiblishmient of the American Optometric
Foundation.

It is not ill the public interest nor in the intrest of those who must
rely upon public uinds for their visual care that optonietrist'i should
be'barred from rendering the services which, uitler State law, they
are permitted to render to those who are financially ablu to pay.

That, sir, concludes my formal statement.
The CHAIRMAN. So you are satisfied with tile House provision, but

you suggest tile qualification that you have set forth on page 7 of your
statement as a meantis of clearing up tile misunderstandilng, as I iIider-
stand yoll?

Dr. O'SHNSA. That is right, sir.
Tho CHuARAN. Thank you very much, Doctor, for your appear-

alice.
Dr. O'SurA. Thank you.
The CHAIRMAN. Mr. Robert Lansdalo is the next witness. You

are the commissioner of social welfare of New York?

STATEMENT OF ROBERT T. LANSDALE, COMMISSIONER OF
SOCIAL WELFARE, NEW YORK STATE

Mr. LANSDALE. YOS, sir.
Tie CHAIRMAN. State or city?
Mfr. IAN8DALEN. State.
The CHAIRMAN. All right, Mr. Lansdalo. We will be pleased to

hear you. I '
Mr. LANSDALE. Ii my testimony I wish to present tile thinking of

the administrative officers of the Now York State Department of
Social Welfare on those proposed' amendments to the Social Seourity
Act which we believe are most portin6nt insofar as the administration

t . I
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of public welfare in New York State is concerned. These views do not
necessarily express the opinion of the State hoard of social welfare, the
15-member bipartisan group of citizens who are the official head of the
depIrtmient and by whom 1 am appointed.

New York State has a major stake in 11. I. 6000, not only in the
proposed amendments relating to public, assistance but also to those
relating to the social-insurance system.

Publlie assistance is administered in New York State by 66 local
public welfare districts under the supervision of the State department
of social welfare. These local districts vary in size from all urlan
area-New York City-with 8,000,000 pop elation, to a rural county
with fewer than 4,006(l( people.

As of )ecember 1049, more thani 500,000 persons were receiving
public assistance in New York State at all animal rate of $250,000,000
per year. The total costs are shared as follows: The localities,
19.6 percent.; Federal Government, 25.7 perceltt; and the State
government, 54.7 pereent..

The average monthly assistance payments per ease in each special
category of aid were, in )ecember 149: Old-age assistance, $55.44;
aid to the blind, $61.98; and aid to dependent children, $110.92.
All of these average payments are above the national average.

New York State lus a large home relief, or general assistance,
program. Today 201,400 persons are receiving home relief grants,
averaging $77.95 per case, and the annual ex pedlitures are at the
ratl of $80,350,00t). lere our average monthly payments per case
are the highest in tite Nation. ]'lie State pays 80 percent of this cost,
and the localities 20 percent. The Federal Government, as you
know, makes io contribution whatsoever to this substantial
expiendittlrto.

Bore setting forth the thoughts of our department t on specific
provisions of 11. It. (000, mayl make a few general comments. I
wanxt, to commend the SenateZ Fintce Committee for establishing
the Advisory Council on Social Security on which several citizens of
Now York Rtate held membership and which demonstrated such a
thorough underst alding of the principles of the social-security system
in its lecomber 1048 report, and recommendations to your commit tee.
The House Ways and leans Conmittee is to be congratulated for
the intensive and objective study which it made of amendments to
the Social Security Act before bringing forth its recommendations
on It. It. 6000.

May I point out that the public assistance programs based upon
a means test were never intended to care for the large numbers of
persons who are now forced to depend upon then. Public assistance
has its rightful place in the social scheme but that place is to meet the
residual needs of the minority of our people who, for one reason or
another, cannot be protected by the social insurances but who cannot
care for themselves without governmental assistance. Today, be-
cause the contributory social insurance programs are not carrying
their share of the burden of economic need, public assistance caseloads
and costs are disproportionately greater than they should be. The
result is that:

1. The taxpayers are overburdened with the costs of a public
assistance program which is increasing instead of decreasing.
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2. 'I'ho ui'edy il certain States---ind I 1am not referring it) New
York State-tre uot receiving sulihient aid.

3. Those lged lld their survivols. utot. protected by social i1I'llrne
Il',(r un. must, appl\v for aid aIs plihliv deptldeults.

We believe that t i, reset old-age lld suri'vivors il1i,-urlle, programli
should li, extended in coverage, its eligibility requiireuliel Is liberalized,
Au1d livi It,1elt pliviiieits i1e'ellsed ,ubst1ant1il1-.

The Iresent lroVisiolls of I1. It. 000 would, i't is estilllted, exten,1d
Coverage to Some I I 1000.o0 of the 25,000,000 workers not now eligihh'
for socil-isura ne, be liv ts. Thlat is oelul'leh but does not go
far enough. We in New York StI esimate lutat Iht, exclusion of
1.1,01)0,001) workersA i til' Natollu. even lunder that1 proposal. would

eian that. more thant 1,000,001 New Youk Altte citizens would lie
without economic proteetio ol'ered hY tle ilsua1nce system.

T' Clu I m n. What held Would they full iito. llciuilly?
M'. i ANsD.l-.. You Ilal 11s to oculllati olll fhiehs?Thet1.1~.x Ye,. OeelJllt iolll Ilivid".

Mr . 61 elf-eployed farlers, I1' worked" dolltestit's.
o1m, employees of locll goveinillie llt . such Ius townt roald crews aild

towi on llstruct ion crews. Thos, are the trilllial ones.
I laly sayv that, Ius vol prouiliv al,re lwle. uittuyv of our fillll

orgi izatiouls ave he i very mlluch interested il tilt, exteusihul of
cove1,11g. uud lDll1 Myes ;If iew college of igri'ultur, at Corl,l
11liver,,ity was, of course, i Uemher of your Advisory Council.

The Ymm, tnM..N. les, sir.
Mr. L,.N tmi. lit our A\ssolitio1i of 'Towns We halve so1e l,09)

towns, ind the execlltive seretary of tl, Associatiou of Towulls lilts
nu1v tilite"s, il our State, pintl out what lie collsiders the, uu'for-

tiuth exciusioni of the rold crews, tht, Workers that they hav, to
employ tenlporarily. They alnnot qa1111ify ider any )ulie retire-
lUenUt s",tenl beciuse theV are not full-tiime worked. ,Illv of thllem
will work on the farms tit sunner and will work for th, town in1
winter, ruling tl, snow plough, and so on.

ile CHI 1rMAN. YOu Will get to i, 1 should think, in your state-
nllelit, hut I believe you have no residele requirent now, have you.
in New York?

Mr. ,.NSx,. No, sir. I m1 going to como .to that, Senator.
The CA.RM11AN. Yes. W' aWe anxious to hea11 you on tiht.
Mr. IANSDAL. I I hve just umentiolled th1t. I thinkk the, coverlg

should he extended.
l its prsellt, futlUl. I. I. 100) lU'oposes tha t, persotus shall he lible

to qualify for ilsuranc1ve belielits oft.,r .11 years tf covered eiploymnt..
''hat is a% great step forward. The rloml' ,mendaition of tli, A'lvisorv
(Council for lti even shorter eligihility period tight Wvell lie cosidered.

hlueli' paid should ho aidlunte'elnough to eliminito tho t ined for
ilhlic assistance. tin New York State, for exutuple, in l)ecenlber
1148, the average old-tige be1elit. payment was $25.70., lin the satmo
nilouth the average oldf -alge assistilce tpaytmet. was $ i4.79. And
that old-igt-at,'ista lec plimnlout does not ineludo expenditures for
lhospitali atiou of the aiged. That. is tho grat-, for maintea i ee. So
As ,ou will see, the old-age-assistance payIeut was mure tlui doublo
th old.uge-beeheit, paymentn.

The props ls-ii, II II. 0 101)) for ires ed b,,ielits aro obviously
tiveded and111 should he lado eietive tit tho earliest possible mioment..
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so 1111t'0% forl lilt, old-ligt ittd t'iositrttt'prov istits..
'Te mtost. Viariable' ilid 1inpt't'dii'tnbtt i'xpt'tditinre ill puiblie wt'ifitr

is gt'it.riti tssist alit'.', liotit' rieif its we' t'ai it inl Nt'w York Statei.
'lis k is,4 lihssistatti'' anld seri'tves to livtt''v ittdividti iul fittnfailie's
who itri' itot eligiible for' Ill hiFidei'i'a Categories oif itssist tii'i' -- ilid toi

Ii'i'altt gt'net'nl nssistaiti't i-4 I llt titei' tiiii orCatch-all progri t
Attd iA 111iost t'tspoitsivt' to ci'oitoniiv iittn os it is Ill mi tost tiupri'-
dti'tititWe'(of ti'( fourl Imssistl ntt'i prttgran tts , Ht'i-itttsi it ist rt'sPotisivei'to

St itt 'a like' New Yotrk Whtose' litws rtquiri' tilot tkill ti't'y pt'rsoits lhe
Vnitl''d fitr, t1111sI providit' sulist itit iti ftitis fior ge'tivritl assist it ie. wit ii-

iiii l t ititit) I 'il ii ofil St co rst'. pti'o i iii' 11 tt' f lit's I l oigtthert No Iitt

wh'ilte'ht Fi' liv anilSt itt ' ois. iloli:1illttcntrbi

stor~u ithe 'ii'l at cost o isii o l toey gd titl , ittiiiy'iiittt 11t1it gitite lii'i
iow itot i'w'tildrtt'l. itii'a 'iig.lit; 11titd t 's, tat' its o ote i'w York

'eol'ttst ils ntitt y t eit't'1ov of sittt''tatIards ti ittci'.e tit' ofeil-

fThe t ost'di vatttltttrit' Iin tIlle Stti'i ilV an'dtit iltii i at let

itt'If Ilt. MN No W sl, ;) si '. prvdfil 1'itls'gi'%lttll,
Nrl(i. iistti t titis ppatiittt Ili tihk to ini byifo titi'l" titiitti thet

forYr itii'Stttoday ttittiwhc aro'4Iiti tol it 4i'sii o riti i'a
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We believe that the Federal (lovernmont has a responsibility for
filnanin aaistaneo to those persons otiterwise eligible who are unable
to quldify for amsistanco bause they have not lived long enough inl
a particular State. We are still a healthy country and people will
continue to move from State to State to improve their econontie cir-
cumlstaces.q Propols to meet. the problem of assistance to non-
residents by requiring that all States sholish rsidence laws havl
failtd consistently over the years. A proposition to this end was
contained in tlit, original hill introduced in the llouso of Rlepresenta-
tives,. I refor to 11. I. 2892.

We believe that. prorcss can be mnado oil this through t wholly
different approach. Me base this on years of experience in Ncv
York State.

Since 1873 the New York State welfare statutes have provided that.
persons found in iced should be cared for regardh,. of their le 'th
of stay in the Stats. Of course, families. are urged to rt urn to another
State if that. is socially desirable. Otherwise the local public welfare
district provides assistaneo and care but the State iib u'ses for the
full cost. where the individual or family has not residod in the State
for more than a year.

It February 11.t8 the Regional Continuing Committeo on S"kicial
Welfare anllRelief l'olems, ropresenting 14 Northeastern and
Middle Atlantic StMates, at. i meeting called jointly by the New York
State Joint Agislative Coulittee on interstate toperation nd
the Couneil of State Govornments, adopted a resolution which it-
cluded the following item as one to be given priority by tihe Congress
in enacting changes in the S41ocial Seocurity Aet:

Fei4|ral rolnmurtenment, to the States it the amomit tit 100 r citimu for all
11t14 .'Aliastvtr Ittn car% gnmted nnmirum.lemts, iweltiutting migrawts, hy time states

hi aorelaute Nvit I State st ailarths of a.sistani, aml eare for A period of io year.
The responsibility of the Federal government for Ionrosidents has

boen heightened in recent years through the movement of thousands
of our citizens from State to State to furnish manpower for defense
industry and other national developments. Furthermore, the Federal
Government. has a dirt. stake in the welfare of residents of Territories
and insular possessions, sole of which have a surplus of manpower
which has been oneouraged to seek economic opportunities in the
States.

I might. pause there, Senator. That is what. I had to say about
residence but I believe you had some other questions to ask on the
Now YoA State oxperioneo.

The CHAIaRMAN. YeA, sir. Would you give its the experience of
Now York State, since you have relatively high benetits, on that
particular point? llavo you noticed that niny citizens were induced
to come into New York State in order to gt. those higher benefits, or
gt them quieker? What has been your expe rience?

Mr. l4ANSDALN. Well, ir, as I indleated, Now York State hiast taken
care of nonresidelts since 1873. It the fact that we have that libtal
and, may I say, hospitable attitude toward persons who are found
in ned fix the Stat-o-if that had oeouraged people to come to Now
York State, I think we would have known about it long before this.
We believe that people come to New York State primarily because of
the economic opportunities there. But people do not move around
the country because they thik they will get, greater assistance.
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W\'e havo curreitly henm making slio aalvsis of thi, hecausto
molmbers of oltr State legislate h1ur, , poplo ill lit, general public havo
het eom'erntd by roet population movpll'lent to the Silate. We
luve not. llquit, complete trhat. miatrial, but I hal' outo figure that I
think gives soee index. You will notiet' that care is given to tlt'
nonsulle t. by the local welfare department. just. along with till other
Vs1,08. 11ut. tiey hill ti' Stit, for I00 percent of tlt-- ost.. lit other
\wds, the, 'State1 biars to perenilt. of tl, cost of tlha nonre.idnt.

selator Kcu1nu. Whether it. is a uurehideut of tlt, county or of the
state?

Mr. LANSDA.LV,i. No, sir. Now that, brings iii another factor; that.
is, re ilence within thilt State. And I think uath al better clear
that 111) before 1 go o1l to the, other point.,

i 16. te legislat ure' alolishedvi loval ttrast ate set hieentt r'e.
(put'n11'lnt., Prior to thtil thl11 if 11 pel son moved from one coullty
to 1111olie'. for example, 111i hlad to a1ply for aissistl 1e. 1111d hal t 111i
lived there for t ver, clluntv 11, to whieh' lie 1ad moved from coulltv
A, would p'ovil' tit, issisiil i', wild they wouli hill haek th other
count I o widi ' l ,o wals 011,rgeable. It' had ae t lemient in country
A fronti which lit, liid uoe'd in a. year. Autd Illtm svst tin t'xit td inl
Now York Sta et for 1iy. many yvt, It went I'k p rchically
to Colo ial tilm.

After at gr'at 11uy 'e- of slitudy mill agitate io1 over thlt- proi tiom,
i 9-6 iltthe lt'gislat nut' ahlohshetd lcail jut rash ate st't cement rt'quirt'-

ieuts.
selitor K i:11. I{thimu1 u t ?
Mlr. LANSDAuX. We'll, it Wt.as a1 chiar--ack. Thalt, ill gonli.

1f this u1111 move-k from eollunty A to vouity 1 and l eonit s in t'ed
l'fo1', thlilt, end of i year, li, is' cared for there. and that cost is; bor'e
just like anyv other ct'8.

It is ittresttiug to note liht txptriet'ce w'o hiav' had just within
Now York talte. in relation to the natioalul| problem. Ma hy peoph
said. "Olt. goodnessm. if %-tiu break douwn this,. st't them'mt st t'nu within
tilt\ State. eu'ti om ilis will h flooded." And I t h11k it took it
lot of courageo f t l' egist a urt to do it, in 19-16, btt'1u, t a mt w wIue1
our iuidustrial dtwaulii.atio1 was taking placto mid e'hrtaih of our
iidu'ititil airea, liko 1ulutalo, Niagara Valls, ud so on. hadi hall tuito
a mtigrationi to lht'n froini tilt, rural arenas.

11"het thing ha4 lt'velt'd out. 'l'l1r1 live btt no tprohh, u. We have
M had a st8ld1t, tho lotal dtpartmiuts inl coopeorationi wilh the State.
ov'r tho yeats, a nd w' luiv' found that. tll w', were' doing in this
hit si\. was anll eliahora tt oxei ligi ig of niont'y bt'twot'uu wt'lfai'
ti.striets, whith praeticallv e'vened ol. And it eam, to inuvolvo t lot
of pap r work. Ou' wt'la't'm oflitial pitt. it. to me this way. "I v an't.
ttl you how nuuh tim'wear' now . vinh. lutlt'r tu oll charge ,a- k
ivtt\',u w'o had to devoto a hot. of timo a1 Argnumen1t to inl ividthial
es,'," lIt smil, "IUsually\ the li atter of who paid for th t,, as would
hi' deteinuiud h, which loval welfare department. put tho most time
ol it anml hadl thi bst. staf to arguo dovin the other ono."

'l'tit'os just, an etabora te lulling proceso going 01n.
W'ith the a'holition of intrastnto sottlomit., within th' Statet. we

hive fountl no apprtceiable rise inl relief retipienta in iny particular
county, or any change in cost.
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Now to come back to our experience under our policy of providing
aid for persons who are not residents. As I say, the State reimburses
the locality for that cost, and we call these State charges. In 1945,
the State charge bill borne by the State represented 5 percent of the
home relief expenditures. In 1946, it represented 2 percent of the
home relief expenditures of the State. Now, there is one change in
the law which has affected that somewhat, I)ut when it is rounded out
and we are convinced that the actual cost, in other words, assistance
to nonresidents has been going down since 1945.

The CHAIRMAN. This State charge is only for the first, year. After
the expiration of a year, there is participation by the State and by
the local government?

Mr. LANSDALE. Yes. Up until 1946-that was the (late of chlinge
in the law that I referred to-if a family on assistance was a State
charge, they remained a State charge as long as they were in need.
But in 1946, when we abolished the intrastate settlement provision,
there was also a terminal (late placed of I year for the nonresident
receiving assistance. There are other categories, there, that I should
not let pass, however. If a dependent child under foster care in a
foster home or in all institution is a State charge, that child remains
a State charge until lie reaches his majority or is returned to the com-
munity-if lie is reunited with his family, or whatever. And likewise
a person in an institution-for example, a long-time hospital case-
would renmin a State charge until his illness was cured. But, for
public assistance a family would only be a State charge for one year,
an(, then they would become a local-State charge.

The CHAIRMAN. Yes, sir. You may proceed.
Mr. LANSDALE. I had just referred to our belief that there should

be some Federal fiscal responsibility for nonresidents. And in this
connection. I should like to urge the inclusion of Puerto Rico and the
Virgin Islands within both the ol-age and survivors insurance
system and the public-assistance programs.

Now a word about child-welfare services. There are a number of
States which believe that this committee should act to increase the
present allowance in H. R. 6000 of $7,000,000 a year for child-welfare
services to $12,000,000 a year. For New York State, however, an
increase in Federal moneys for child-welfare servics under the current
rules is not warranted. We cannot spend tile moneys now allocated.
In fact, we have accumulated, since 1937, balances which now total
nearly $250,000 in child-welfare services funds. Our annual allotment
currently is $115,000.

This (oes not necessarily mean all of the needs of children in New
York State are being met nor does it, mean that the State and its
political subdivisions are neglecting (he needs of children. What it
does mean is that under the Federal agency rules which now goveril
tie spending of these moneys there is limited recognition of the
established patterns of child care prevailing in New York State.
Consequently, we can find no reasonable and useful way in which to
expend the allotted funds without destroying tile progressive rela-
tionship which exists between our public and voluntary child-care
agencies. In meeting the needs of dependent, neglected and delin-
quent children in New York State, -many jurisdictions are involved.

Senator MARTIN. Mr. Chairman, may I ask a question there?
The CHAIRMAN, Yes; Senator Martin.
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Senator M\ARTIN. What (1o you mean by "voluntary agency"?
Mr. LANSDAL. By ",voluntary agency," sir, we mean a nonprofit

private )hilanthropic agency.
Senator KERR. Such as-
Mr. LANSDALE. In this field we have, for example, the Children's

Aid Society of New York City, the Catholic Charities in every diocese
in the State, Jewish children's agencies and institutions, as well as
nonsectarian, Protestant, and so on.

Senator MARTIN. All right. Thank you.
Mr. LANSDALE. We have vast resources of voluntary children's

institutions, both doing a foster-home job and an institutional job.
Senator MARTIN. Do you have in New York a plan to assist widows

in order to keel) their families together?
Mr. LANSDALE. Yes, sir. We have that in our aid-to-dependent-

children program. It is a program in which we participate as a part
of the Federal program.

Senator MARTIN. How (loes New York State conduct that work?
What is your supervision over it?

Mr. IANSDALE. The aid-to-dependent-children program is one of
the four programs of public assistance, old-age assistance, aid to the
blind, aid to dependent children-

Senator MARTIN. What I am getting at: Do you just make an allo-
cation of so much per week to the mother?

Mr. LANSDALE. The care is administered by the local welfare
department. They determine the total need of the family, including
whoever is the head of the family, the mother or the relative. We
include the total family in our grant.

Senator MARTIN. I.am very much interested in it. I think that
anything that we can do in order to keep the family under the super-
vision of the mother or someone like that is a very fine thing to do;
and I wonder just how you are conducting it in New York.

Mr. LANSDALE. Our program goes back to 1915 in New York State,
and Miss Jane Hoey, head of the bureau of public assistance, was one
of the earliest workers in that field in the New York City Board of
Child Welfare. The eligibility requirements have been expanded
over the years. But the family group has always been the basis for
determining the amount of assistance and care needed. And that is
why we like the proposed change in H. R. 6000, which recognizes the
head of the family to be included in the grant.

Psychologically, the present provision seems to omit tlat person,
anti that head of the family is the reason for keeping the family to-
gether. When we provide for the family head we don't, get Federal
aid for it. Does that answer your question?

Senator MARTIN. We do the same in Pennsylvania, and we do not
get aid for it. And I think it is one of the most valuable services that
we render. Because there is nothing better than to have a child
reared by parental care.

Thank you very much.
Mr. LANSDALE. Yes, sir.
I am now speaking of the care of children who must be removed from

their own homes because either of neglect or the absence of any
parental responsibility, or because of delinquency.

Senator MARTIN. Yes. I understand.
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Mr. IjANSDALE. Public and private welfare agencies and iastit-u-
tions, children's courts, and surrogate and other courts have various
responsibilities for children. If children are to be more adequately
served, then, in our opinion, the Federal rules governing the use of th
child-welfare services grants must be made sufliciently flexible to fit.
these long-established patterns of child care.

Although New York State itself cannot use productively added
funds for care under present limitations governing their use, we have
no objection to increased child-welfare services funds for low-income
States.

Senator, it might be well if I illustrated the kind of thing that we
cannot do that we would like to do, because this point is very important
to us.

We havo a partnership with the voluntary agencies. We consider
their organizations and their institutions a part of the total child-
welfare resources of the State, and a local welfare department will
in ninny instances place the child for care with the private institution
ani pay for that, care. They are purchasing Service for the care of
that child.

One program that we have been working on particularly is the
care of juvenile delinquents. We have four or live outstanding
voluntary institutions in this field: the Children's. Village, Lincoln
Hall, lawthorne-Cedar Knolls, which is under the Jewish Board of
Guardians, the George Junior Republic, the Berkshire Industrial
Home. Those institutions are so good that they are used by agencies
all over the country. And our local children's courts and our local
welfare departnients use them.

We are very much concerned about certain youngsters who are
committed for juvenile delinquency. They are disturbedd kids. The
psychiatrists look at then and say, "They are not psychotic; there-
fore, they are not admissible, do not need the care given in a hospital
for the mentally sick." On the other hand, they are too disturbed
to profit from the training in these open children's institutions.

Our children's institutions for juvenile delinquents are wide open.
There are no bars and no walls or anything else. But a kid who is
upset can't progress in that kind of environment. And for 4 or 5
years we have been trying to devise an experiment of setting up a
special treatment unit for these youngsters who are not sufficiently sick
to be called psychotic and yet are too disturbed to be in an open insti-
tution. Ihe psychiatrists call them "psychopathic without psycho-
sis." I have got to use those words, because that is what they give us.

Now, one of our voluntary institutions, which has an excelilut staff,
came to me about a year ago and said, "We would like to do an experi-
ment in psychotherapy for this group. We have got a staff, and we
would be willing to set aside a couple of cottages. We would make our
staff available, and we would need some other staff."

There is the place, it seems to me, for the use of child-welfare-
services money, for experimentation. But we can't use it, under the
existing rules. Under tle so-called ilill-Burton iHospital Construction
Act, to show you that I am not just boing critical of a Federal agency
per so, under the planning money made available through the United
States Public Health Service, there is great flexibility allowed to the
State in getting the job (lone. For example, we used some of that
planning money in New York State to enter into a contract with Co-
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lumbin University for an1 economic study of our whole hospital pro-
grain. That study cost, through Federal funds administered through
the State, $60,000. It. was done in 14 months. It, is a printed vol-
litte of 3. 1 pages or so. If we had had to do that wholly uIldei public
auspices, under State fnids, it would have taken us about 3 veals, and
it, would have ('ost 1s twice is much; because we would lhave had to
employ, ulder civil-service procedle'(', f1nd so forth, every single in-
divillial who worked oil it, aind we would have had to buildup fll elab-
orate stair. But, through a contract with Columbia University, we
got. the total re.sollr('es O'tlhe university. If they needled a stlatistician,
they would call on a 11n from their stilt istins dleimirtintilt. 'lhev used
men from their medical school, from their public-health school, find
so On. Ani(I all we had was this one onitraet.

To come hack to our problem of disturbed kids: If we could make a
contract with a single institltiol to (carry onl a th (ioistratioil, we would
buy with these funds the total resources of that institution and le able
to (do a good dellionstration.

In suimiary, may I express the hope that. tile committee will find it
possible to extend covera,ve, liberalize blll('its realistically, aml other-
wise strengthen tile 01(1-age and survivors iilsuIrallce systeill, which,
froal the point of view of public welfare, is basic to 'tile country's
total sovil -sectri ty )rograii.

During til lIerio)d in which the broadened and liberalized contribm-
to'-insiiia'll('e jrogran is Iecolin? efifective, pliclic welfare will con-
tilli(, to ineet t le needs of pvop'l , Is adleqtiatIel as possible. In
illet iig this respollsibilitv, thit' "tate will continlie to need the aid of
Federal (-overnlent.

I itm1 confident that tlt committee will lay down a franiework of
Iil 1I'lC n1111d assistance 1)rogranis within which the Federail Govern-
Illent., tIe States, and the lovalities, working together, will be able to
nieet effectively the lprobhlels of need that confront the Allerican
people.
Thank voli, sir.
Thie CiIAiI.IMAN. Aiiv questions?
Senator lim. Oe' question, Mr. Lansdale. )'o0u referred to tie

principles that the standard" of tile system Ill and eligibility requirenients
of tle States should become more I matter of nitiolf concern.

Mr. LANSI.ALI'. Yes, Si'.
Senator l. What specific recommendations (1o you Illake in that

connection?
Mr. IjANSDAI,. Well, sir, I would like to say that that, problem

is highlighted first, as I indicated, by the wide vaiiation in tile average
grants. I am sire those are familiar to all of you. IHere in old-ago
assistance, in October 1949, with a national average of $44.37, thero
was a very wide range; in iany States they are only giving about
$20 or $21, and then it goes on pill to $60 and $66, and! so on. That
is on the side of the standards of assistance. *

On eligibility, it seems to me that there is something wrong, or it
doesn't make sense0, that in a State like Louisiant there are 810 pqr
thousand qualified persons receiving ol-age assistance, whereas in
New Jersey there are only 66 per thousand and 103 per thousand in
Now York State.

Now, on that latter point, we.know there is a wide difference in
the eligibility requirements, and the House committee discussed one

00805-50-pt. 2-15
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of these-namely, the matter of responsible relatives-atnd called oil
the Social Security Administration to make a study of ihat problem.
And I hope they % ill be able to do that; because it is a factor on which
there is a very great variation among the States.

Likewise, there tire some States that, exempt certain income; others
do not. And it seems to i110 that we have con to the time wheni, if
added Federal money is going to be paid out, there have got. to be
some efforts toward more uniformity of administrative practice
among the States.

Now, it is a tough job, but it. seems to me if you are going to move
in, say, to pay 80 percent of the cost of assistance up to $25, with
many States having an average below $25, tile Federal Government
n0ee(1 ;Ome added powers to say solethiig about how that iiioiey isgoing to be spent.Some people will be surpwiscd to hear 111e say this, because I ama a

State administrator and naturally have a State point of view.
On tile matter of eligibility requiremients, I must say that. people

in our State are beginning to question the large number of persons
receiving old-age assistance in many of tile States in relation to fle
number receiving assistance in anoteter group of Statesq. We arc not
prepared, sir, to make aniy specific suggestions as to tile type of
standard setting, but that im a jot) with which the Bureau of Publie
Assistance and the State agencies have had a lot of experience, and
I am sure that, if we were asked to make a study jointly of the whole
matter, we could come il) with soine suggestions.

Senator KEmt. Thank you.
Tile CHAIRMAN. I take it, Mr. lansdale, that you wouh be more

favorable to tile benefit formula recommended by tile Council, the
Advisory Council, than tle provisions of II. It. 6000?

Mr. LANSDALE. You mean tile amounts?
The CHAIRMAN. The alniolnits, yes, sir. Tile lloise did not go as

far as tile Social Security Council recommended and did not go along
With its reconmmlndatiols oen ilenefits.

Mr. LANSDALE. My personal view oIl that would be: yes, we Illight
go a little farther thian thoellouse. But I am a realist, and if we con
go as far as the House has gone, it will be swell.

I (!o think, Senator, that it is very important to get that part.
through fast. I wish there were so1e way that. that night I)0 pulled
out of all of the rest of it and acted upon; because I would hate to See
that held up by some of the very serious prol)lems involved in other
parts of the bill.

The CHAIRMAN. I think there is a great deal to l)e said for separating
old-age and survivors insurance from the pure assistance provisions.
While they tie together and they are related, at, tile same time o1
may delay tile other, at a tite wh vhn you ought to be widening tile
system.

I suppose, of those excluded front coverage in New York, your
farm workers and farm operators would constitute tile largest single
excluded class. Would that be truel

Mr. LANSDAL. I don't know whether any of my brain trust here
can assist me on that. Certainly the domestic group would come
about third. We are a big farm State, as you khow.

The CHAIRMAN. Yes.
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Mr. iaNSDAI,E. Some people think of New York State as being
made tip of Now York City, but we are a big farm State. The farm
groups would certainly c,;mie first.; but tile doniestic group is coil-
siderable.

The CHAIRMAN. Any further questions?
Mr. IANSDAL. If diere is anything we can do, Mr. Fauri call get

in touch with us, and we would he very 1ad to come down.
The CHAIRMAN. Thank you very ac h, sir.
Mr. LANSDALE. Thank you.
Tile CIAIRMAN. M r. l;nd?
Mr. BOND. Yes, sir.
The C AIRMAN, You are the Commissioner of Public Welfare of

tile State of Mississippi?

STATEMENT OF W. F. BOND, COMMISSIONER OF PUBLIC WELFARE,
STATE OF MISSISSIPPI

Mr. BOND. Yes, sir.
The C11AIRMAN. What is your residence in \1i,;issippi?
Mr. BOND. Jackson.
The CHAIRMAN. We will ie very altppy to hear you, Mr. Bond,

on this bill, or oIl any phase of it as to which YoU wishi to speak to us.
Mr. BOND. Mr. (mirman and getttlemen o f the conunittee:
We appreciate very uiich your invitation to he here today to tell

you something about, the l)u)ilic-welfare needs of Mississipli "and dis-
.clIss briefly What effect Ilouise Resolution 6000 will ha0ve on our
situation (lown there. Our population of approximately 2 million
persons, almost evenly divided between tle two races, is largely rural -
80 percent. The inechanization of our farming, together with the
cotton-acreage reduction, is giving u1s so1e dislulaced persons of our
own. Our per capita income, is everyone knows, is rather low---
$758 for 1949-average farm income for 1947, a prosperous cotton-
farming year, was $435. Only about one-half of our population is
gainfully employed. We have" every kind of tax: State, county, and
district, all the way from il ad valorem tax to a black-market. tax on
intoxicating liquors.' We were the tist to have a sales tax. At one
time we went so far as to put a school tax oil dogs.

8.31 percent, of our tax dollar goes to public welfare, and 40.31
percent to public education. O(h-age assistance gets 7.91 percent (if
tie tax dollar. These things are neltioled ill order to shoiw)\ you
something of our problem in the latter of welfare and what we ilave
done and are doing to help ourselves, and( that or lest is not. enough.
'le passage of tile Federal Social Security Act 15 years ago was one

of the most timely, heeflicial, and far-re ching laws ever passed by
our Government. Under its provisions today, we are giving help to
27,263 depe ndent children with an average grant of $9.77 per child,
2,678 needy blind persous at an average grant of $26.36 per niolith,
and 62,405 needy a~ed with an average grant of $19 a month, ranging
from $5 to $30. 1uion will notice that, these grants are amongst tw
lowest in the Nation; in fact, the lowest for the needy aged oil ain
average.
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Here is the kind of budget worked on every applicant for old-age
assistance:

l'11)OET

I) Food and clothing, $21.50.
2) Shelter, as paid to it inaxinum of $11.

(3) light, water, and household supplies, $3.
(I) Fuel, as paid; average about $4.
(5) Ilurial insurance $1. (This is included because it Is carried by 75 Ircent

of the old people and is the only provision they can make for something they
consider important A

All of these items are the hare essentials and are allowed at a
minimnium amount of money. If the old pteoplo could be paid 100
percent of these requirements, they could receive an average of
$28. A blind person's budget, whicl usldly includes his wife, would
give him $31 if paid on 100-percent basis.

If the applicant owns property whose real value is worth over
$2,000 without indebtedness, he cannot qualify. If there art, rela-
tives able to help, they are expected to do so, Yet, in spite of this
lean budget and these other limitations, we have on our old-age-
assistance roll approximately one-half of our population over 65 years
of ago, drawing something like 79 percent of what they actually need,
when budgets are worked on each case. We estimate that, about
8,000 more needy aged and about 8,000 more needy children will
qualify for assistance in the next 2 years. With the l)resent money
available we are unable to give 100 percent to persons now oil or
those to be added. House Resolution 6000, ts it passed the House,
would be of great benefit to us, and we certainly hope that the Senate
will be as generous as the House.

Another thing we like about 11. R. 0000 is the provision for help
to the needy when they are sick. It has almost gotten to tire place
where the poor can't afford to be sick and in need of a doctor's care.

For the fiscal years 1948-50, the State appropriated $10,000,000
for the Mississippi Department of Public welfare. For the rest of
this biennium the $10,000,000 we are now spending will enable its to
approve all estimated eligible persons applying and pay them 79
percent of their needs in old-ago assistance, 90 percent of their needs
in aid to the blind, and take care of all estimated needy children
within limits of $15 for first child, $10 for second child, and $5 for
each additional child, which is our present State law. For the 1950-52
biennium, moneys available under the present Federal law and a
State appropriation of $10,000,000 would force us to reduce drasti-
cally payments to the estimated case load or put in more restrictions
to reduce case leads. However, if the provision of t. R. 6000 go
into effect, we can provide for the estimated case load at the present
average grants.

If, however, the State gives us an additional $2,000,000, with the
provisions of 11. R. 6000, we could raise the average grants to $25 for
the old-age-assistance grants anti $31 for aid to te blind.

We very strongly favor the increased coverage offered employed
persons tinder provisions of this new bill. Sentiment in favor of
pensions is building up fast all over the country. In fact, it is growi
faster than we have had legislation to take care of the situation. It
something is not done about this, it will lead to bankruptcy in some
of our States and financial embarrassment to our Federal Govern-
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mert. Very few people can or will save as they earn through the
years, which means that they come to o( age financially insecure.
For that reason, every person should be inade to save something out
of every dollar he earns from the time he begins to earn, thus helping
to create his own old-ago pension which ho will take pride in doing
and result in it great saving to the various States and FederaiI
Government.

The farmers of Missimiippi, including the tenant farmers, when
they understand what it, ietians, will be glad to come under the pro-
visions of the ld-ago ai( survivors insurance plan of the Federal
Social Security Act. ihe sooner this can be done, the better it will
be for all parties concerned.

Another feature we like about 1I. R. 6000 is the provision for general
relief. Mississippi is one of the few States without a State-wide
system of general relief, but if It. R. 6000 is enacted into law Mis-
sissippi villal feel able to join hands with the Federal Government ill
giving help to the mermanently disabled in need. There are not so
many of these persons, but, some of the most needy cases we have are
between the ages of 18 anti 65.

We strongly favor the increased opportunities for service to our
children through our child-welfare program, provided in this neov
act. The care, protection, and proper upbringing of our children is
our No. I social responsibility today.

In conclusion, may I say that Mississippi feels proud of the fact
that she is a part of the greatest, filiest, wealthiest, strongest, most
progressive Nation of all tune. Through time years, she has sent some
of her finest and best sons to all the other States of the Nation whero
they have made good citizens. On the other hand, some of our best.
citizens today came from our sister States. We have sent some of
our noblest and best to serve in the Sentte and House of Representa-
tives, where they have served with distinction aml with credit to
themselves aind our country. Along with those from the other
States, we have sent always more than our quota of soldiers to fight,
and die, if need be, in times of great trial and trouble in order that
we might preserve as a nation the freedoms given us by our fore-
fathers. We are one Nation; and our citizens, wherever they happen
to live, should have help and protection and equal advantages with
others even though they happen to live in a State relatively poor.
That would go a loug'ways to help our Nation remain great. I
thank you.

The (HAIRMAN. Are there any questions?
We thank you very much, sir, for your appearance.
Mr. BOND. Thank you.
Tile CIIAIRMAN. Dr. Lang?
You are appearing here for the North Carolina Optomtrio Associa-

tioni?

STATEMENT OF DR. GIDEON L. LANG, JR., CHAIRMAN, EXECUTIVE
COMMITTEE, NORTH CAROLINA OPTOMETRIC ASSOCIATION

Dr. LANe. Yes, sir.
Mr. Chairman and distinguished members of the Sonata Finance

Committee, my name is Gideon L. Lang, Jr. I reside and practice
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the profession of optonmetrv in Concord, N. C., and am chairman of
the executive committee of the North Carolina Optomletric Association.

Oil behalf of the North Carolina Optometric Association I desire to
present to you the facts showing the mailer in which the optometrists
are excluded by the North Carolina commission for the blind and t he
welfare departments in North Carolina, from practieig their profes-
Sion iM programs which are iluaneed jointly with Federal and State
funds. Phese programs include the care of children and adults who are
in need of visual examinations and visual aids. In my State the
agn'ey that. poIsesses the thi authority in imatters relating to the
blind land the visually handicapped is the' North Carolina commission
for the blind. This agency prescribes the policy of administration 1nd
deeid(f who are qualified to make the examinations of iIIdi'ent persons
but, its decisions must conform to the requirements of the FPederal laws
and regulations. That is to say, if the North Carolina commission for
the blind does not conform to the rules that are set forth in the lland-
book of Public Assistance Administ ration, Federal funds would be
withheld from North Carolina.

I should like to quote from the Biennial Report of the North ('aro-
lina State Commission for the Blind at page 10:

The program for aid to the blind is administered locally by the county depart-
lnents of public welfare, and funds expended are sulplied b~y the cotinty, State,
and Federal (1overnnents on a inatching basis.

In substantiation of the fact that. the State commission for the
blind is in charge permit, ip to read an excerpt from a letter which I
received last. August from the superintendent. of the department of
public welfare of Cabarrus County, N. C. I quote:
tio* * * Tie reason we have been unable to list, ptonet rists for eye exanuitul-

tnhas been because t 'l State comin|ission for the ilitd \toul not apl)rove
same for pavinint. Should the State conunission for the blind aplprove pay-
ments for xaminatioiis by optometrists, we, of course, \\ill use t, service of
optometrists if same were'so desired by our client. We it) not refer clients to
specific doctors; we simpJ)lv give then a 'certification of need slip' and the" take
same to any doctor which is recognized by the State conmit,-sio) for the'birid,
anti the State coninission for tle blind, it twri, pays the account.

I also wrote to the State commission for the blind inquiring why
optometrists could not participate in the St to welfare visual program in.

May I read an excerpt from the answer which I received from the
executive secretary of the North Carolina State Commission for tlt)
lind. After l)ointing out. that. section 13 of chapter 124 of the Public

Laws of North Carolina of 1937 empowered, authorized and directed
the North Carolina State Connission for the Blind to cooperate with
the Federal Social Security Board to qualify for Federal aid o1 assist-
ance to the needy blind, ihe letter continues:
The Federal Securitv Board under the Social Security Act, ha; set ul tho

regulations contained in tho laudbook of Public Assistance Administration and
the State law makes it mandatory that the North Carolina State ('onmission for
the Blind comply with Federal regulations to qualify for the receipt of Federal
funds.
The reference in this letter to the Handbook of Public Assistance

Administration is very important. If under the present system of
grants-in-aid the State government receives matching funds from tho
Federal Government, the interpretations of the agency of the Federal
Government should not be such as to supersede a State law or permit
a State agency to follow a course of fantastic interpretation.
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The I latllok of Public Assistttilned .\lliiist tat io is isstt'id by ! he
Socital St-etrity Adtitistrat-ion as a rut, and guide to State agellie.
The headitg wit It which we ate dealitig is" Ilitoliess." Its provisions
art, so worded that it spills ovr from Ilitltiess into orditu'ty cases of
futi'lioltil vistial impait'Itlt which are literally liatdlh, by the
tilliotis by tle opitotetrists of the I'tited Stat es. S-ct ion 3320 of
tlti IIandlaook reads as follows:

The act preseritacs that blindness, its it ondition (f eligibility. iiiist ho estlt-
tialed for taeh reilpit'ii of aid to t liuliid. Tli, act, however, does tnot dlit,
tlinhiii.s. lit ordtr to assure a taroad illd realistic apallit'ation of Ulit provisions,
the Social Secutrity Board, on Spte hter 15, 1936, interprted "lind ititlividuat'
to ititlth, person,; Iaving isillicient vision to perform tasks for which sight is
isstil, as well a. persons wilonlt vision. The, Board forttier interpreted
llinlhiess as ati impairment of vision, ttt' t'xisti-iiee tof which must le dettermnited
on tile basik of ln ohjtt'tive llind ftitletiolal exaninat ion of tilt' eyes ly a colnpetlilt
medical authority.

This last sllen'ie of the Board ilttr'petiig blitiinliss "as tiil impair-
ani'nt of visioti" covt's tit, hutge majority of the iopitlatiott of tlhost
United ,States beallse IN, itipirnitt, nm natte' how slight, would
fall Itnider I his int irprtt a totl.

Setiolt 3330 states ill sulbilivisiott 4 (a):
A signed report of ati etiamtiont by all oplllialmlogiti or ah'sitiall skillet

in diseases of tit' eye for eaii applicatt ion ac't'etied for assist ane or rejected l
medictail grtmids exetat wtvti t Ilh eyes of the atpAi'ieaiit are missing. I si'll
cases no report of alu examinauiolt is repaired. Wto'n a report is oltaiied from
t eliiie or hiospit at, the sigiit tart of i person at lhorizt'd io sign for the elhi e or a

hospital i t this reltitireaient.

Section 3152 reads as follows:
t)ui it's of St att' snplrvising ophthamtogist : The tnt it's of tie Stalt stiller-

visory tplithalmtalhgist should he dtt'liiaet hroity to inclu' sit'ti activitit's as:

8. Assistinig ill planmaiag anI coniht'ting rt'searei it which impairment of vision
or services to persons with iiipairetd vision is a factor.

From test sections an iml e'ol)t't' coticlsio can hi' dr'a twi that the
Social Security Board interi 'p s bliltilt'ss as any itnptiri'ten t of
visioti anl, that siti'h iinpai.'tetilt i'an oily It ainIllt'tl by an aloplthal-
Inlologist. E'vy i'ef'a'tive etrror Call le t'lastd its an inpairi'nett of
visioti atid if tihat be so, every pet'son who has a rfra'ctiv er'ot falls
withitl the adiliitist I'at ion of ti'( blind.

The p'ograms utihrtalt in North (tt'olitia Iake in tildt:et tu
adults, itndigent or Iiot atid because of the ltbroad langtiage of tho
statute and tile tieatlouts latiguagi' of the hatitlmook, tlie North ('art-
lital State omissionn for tihe Blilitblithely gots ott its way of voi-
sitiling all casts of inliii'taent of vision its baitig blitd and 'tequi'itlg
that all t'ases e hanhlli'd by an ophtihaltolgist or ocitlist to tilt great,
detrilnet| to the people of the State. Not only do tlhe taxpayers
suffer b ut. the individuals receiviig the examinatiom also suffer.

There are only 21 ophthaluologists in North Carolina who have been
certified by the' Ameri'an Board of Ophthaltology, as listed in their
guit, book. There are over 200 optometrists duly liensed ill North
Carolina. I'here are several millions of people in North Carolina.
Dr. O'Shea has previously pointed oitt tie qualifications, training,
autd functions of the optotitetrists.

There are about six or seven established ilinie for iniligents in
North Carolina that are manned one or two afternoons a week by
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olh thalmnologists. Indiients f are referred to these scattered clinics
and in the event. that there is too long it wait, in sotte cases a local
eve, ear, nose, and throat phvsician may perform the refraction eventhough he is not a eertilied op'ithiahiologist . .It. (does niot seeml reasont-

able that indigent persotls or others should be required to travel long
distances to scattered eye clinics wasting their own time and tax-
pavers' money when there are duly licensed and qualified optometrists
allover the ltate, and in practicilly every county.

It (toes not seet either democtt'ait- or h;gical tlat these professional
Optometrists who have had education exclusively designed to lit, them
to give visual care, should he required to stand aside in the care of
indigents and yet, be allowed and authorized by State law to practice
if the individual is able to pay. As a matter of fact, tile optometrists
in Nortlh Carolina as in the rest of tit, country recognize tleir social
responsibility and there are many, iay indigenlt eases which receive
attention who never go through welfare cliannes but who are eared
for by optometrists w'ho willingly contribute their services when neces-
sary.
ftn Avery County an ind;g-, t p eron mist travel to Asheville for a

visual examination, a distance of 75 iiles, while there is a professional
optometrist well-trained, close at hand. In Rockinglaim County,
the distance traveled varies from 20 to 40 miles, vet there is a fully
qualified professional optometrist right in the county' seat.. In Mont-
gomery ounty" with two optometrists in the. county,: seat, the indigent
is traisported at. i taxlaves' expense either to tll, Variety Clinic .in
Charlotte, a distance of 65 miles, or to Duke Hospital linie a tdis-
tance of 94 miles, or to Winston-Salem Baptist hospital Clinic, a
distance of 64 miles. These statements are not may own, gentlemen.
I have tile original signed reports or statements of tile welfare sufper-
intendeints of those counties. 'Thiey state t hat. tlev avie to do t1at.

1 couli continue giving you illustration after illustration. Thou-
sands of miles per year are needlessly traveled d by our indigents when
there are competent optometrists right. at their ;elow4s. And, may I
respectfully repeat to yol gentlemen, that these persons are not blind.
They merely have refiactivo errors.

If an indigent person is not sent to a clinic, there is another way
of hearing for them in North Carolina and that is through the use of
mass clinics. Tile blind commission sends a physicians who has some
training in refraction andt a case worker to a specified community. A
1- or 2-day clinic is set ill) with examinations held in the courtiouise,
a school basement, or any available space they can find. From 30 to
40 children are lined lip and given an eve examination by this physi-
cian furnished by the blind commission: Sonto may neet) glasses iand
soic may not. For those who do, there is a representative of an
optical supply house waiting to measure the children's faces for glasses
and take the'prescriptions. I have with mn copies of four newspaper
articles. They show the number of people examined in these mass
clinics. The "clipping from Richmond County states that during a
2-day blind conmission clinic, 39 persons-28 adults and I I school
clildron-were examined the first day tid the optical-company repro-
sentative measured 24 for glasses. 'T'he second day, 52 school children
were examined, 23 of them being measured for glas.es. Ninety-one
examinations during 2 (lays by one physician examining. Geitlnimon,
this is a disgrace for it is physically impossible to give anything which
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resqlvnlles a decent. examinations in such wholesale quantity ies. i might
mention to Yon thlit. I served as an optonletrist, in tit, Nedical Corps
during the war. 1 might further add that at. thie beginning of my term
of ser'Viece I was informed at, the station hospital to which I was assigned
by my superior otlhjeer that it. is better to conduct. an accurate exami-
nation and do fewer of theul, thal to do many of them ald have thiem
iot, wear their glasses. Now, mider lit most prevsSilg conditions of
war wo were Itmver reqired to refract, and presterile for over 15 to 18
a day.

Aotlher clipping shows that during a 2-day clinic, in Sylvia, N. C.,
tti peoJhl, were, examimnedl, an in -vore County. 72 vre examined
with ,)o receiving glasses iin a 2-day clinic. All thise hy ote man:
Another clipping sites that a similar clinic\ will be held this coming"
spring inviting anybody, ad Ililuote: "to arrange to have his eve-
sight checked withoutt'ost." lhe clipping states "with incidental
expellses to be let byt lilt' bilt commission." I do not wish to give
the slightest impression that tilt optometrists of North (Carolina are
against, holding a free cliie if the taxpayers are willing to pay tile
expenses, whether tihe reei piet is ill neei or not. But what. we do
strenuolslv object to is tlie wr\verted interpretation of tile 'Soial
stecuritv l1oard's handhook whlich permlits anyhody anid everybody
to fall within tih category of blinil or partially blinli, thereby prevent-
ing the public of our Staie fro1 reeivilig tile services of opilomietrists,
which services these optometrists are especially qualified to furnish.

We respect fully ask you to consider these points. Optometrists
serve better than 70 pmeent of tit, people in tlese United States \le
require visual care. 'l'hiis huge majority seeks our services voluntarily.
North Carolina, like every other State, examines and licenses optom-
etrists to render these services. The Social Security Board, by
direct statement or interpretations of rule can sul)erinlpose its Will
upon tile States and can withhold Federal funds from our Stmte if
optometrists are used to make the examinations. Consider tho
unnecessary travel and tle, extra cost, to tile taxpayer.

May I also point out. tile fact that, tile optical laboratory mails tle
glasses which it compounided without, verification by tile prescriber
mid there is seldom tl adjustment of the glasses to the patient's face.
When tho patient gets these glasses, which have to be fitted, lie invari-
ably goes to the local optometrist who cheerfully and voluntarily
renders this service. Optical laborstories art' not infallible. Numer-
ous errors are made. No prescription mouli be delivered to a patient
until first carefully checked by a refractionist.
',hat this matter has gone far beyond the blind for whom article 10

of the social security laws were originally written is inlieated by the
report of the North Carolina Blinl Commission which states that in
the 2-year period from July 1, 1940, to Juno 30, 1948, 17,613 persons
were examined by ophithalinologists. Of this number 9,528 were fur-
nished glasses--2,094 were given medical eye treatment. Therefore,
15,529 persons required no medical eve care. Theso people are obvi-
oimsly not l)lind persons. Whether t1ey wished it or not, they were
not permitted to have the services of optometrists.

We optometrists of North Carolina very earnestly feel that we
should 1)0 permit ted to perform our professional duties of refraction
for whieh the State licensed us without. inlterference anti that we should
be privileged to servo the patient whether lie is able to pay or whether
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he is indigent. It making this statement I reiterate that we ol)tomle-
trists are not desirous of practicing ophthalmology but we (1o want the
right to practice our own profession. Optometry is the first line of
defense in the prevention of blindness. Seventy out. of every one
hundred patients come to consult us. The moment our examination
discloses a pathological condition, we refer the patient for other pro-
fessional care.

I might mention to you, gentlemen, that just in order to check
that I requested a number of my fellow optometrists in the State of
North Carolina to send me case reports, reports signed by oplhthal-
inologists in North Carolina, on patients who had been referred by
the optometrists. These cases that they sent, in are here for your
observation if you desire, and they range" from minor disease to glau-
coma and brain tumors.

Gentlemen, I desire to remind you of the research in vision. In
our own State of North Carolinia, the North Carolina Optometric
Society has granted to the North Carolina State College a sizable
grant to investigate problems in vision, and this research is moving
into its second year. I'herc are colleges and universities all over
America making investigations into the mysteries of vision, and
sponsored by the profession most concerned with vision-the pro-
fession of optometry.

We (1o not desire to take away any functions or supersede the
ophthalmologist. We do, however, most seriously urge the amend-
muent which will prevent improper rules or improper interpretation
so that optometrists may freely practice their profession in the State
of North Carolina and elsewhere in these United States.

Thank you.
The CHARIJMAN. Doctor, let, mne ask you: Is not the decision of the

North Carolina Blind Commission to provide free clinics for children
in various communities in the State a function of the State? Is it
not something that the State itself is doing?

Dr. LANo. Senator, I wotld like to refer you back to page I and
quote from the biennial report, of the North Ctrolina St ate Commission
for the Blind:

The program for aid to the blind is administered locally by the county depart-
ments of public welfare, and funds expended are supplied by the county, State,
and Federal Governments on a matching basis.

I put that question to the executive secretary of the commission for
the blind, ani lie stated that we could not. ;ork in the clinics, we
could not work with the indigent, until the Federal rules and regula-
tions allowed us to do so. Does that answer your question, sir?

The CHAIRMAN. Well, I was thinking that if your commission did
use optometrists for these examinations and for the mechanical treat-
ment that, you give to relieve visual defects, there is a question whether
the Federal Board would approve it.. Do you know whether there is
any Federal law or regulation that would preclude it?

br. LANG. Nothing, sir, except the Federal Social Security Hand-
book of Public Assistance Administration, to m y knowledge.'

The CHAIRMAN. And your welfare people go by that?
Dr. LANG. Yes, sir. And the amendment we are concerned with

would allow the blind commission'in North Carolina to employ them.
The CHAIRMAN. So you would want the provision in I. R. 6000

included, carriedin the bill?
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Dr. lANti. As l)r. O'Shea quoted it, yes.
Senator Kunit. I take it that his position is this: lie does not ask a

provision of the law to compel the commission for the blind in North
Carolina to use the services of duly licensed optometrists, but to per-
mit it. Or the absence of language which would forbid it.
'The CHAIlRMAN. Is that correct?
l)r. l,.tN. I think so, sir.
The CIHAIIMAN. Are there any furlier questions?
Thank you very much, l)octor, for your appearance here.
l)r. l, Th. hank vou.
(I'le following stat ement was later submit ted by Dr. Lang:)

SVVrLII'QIENTA1, STAT MIENT OF )Di. GImoi.Ox L. LAxo, JR.

The whole manner in which the blind commission has discritninated against
optometry in North Carolina has been confusing, and it has been difficult to
really ascertain the exact vehicle used in placing of responsibility in the Federal
rules and regulations.

Since )r. Foote made his statements concerning the number of people actually
examined and paid for out of Federal funds, it comes to light apparently the
North Carolina C'oimission for the Blind uses the interpretation of the handbook
of Public Assistance Administratioln to discriminate against us. It is apparent
that the North Carolina ('ommission for the liind assumes that every person
applying for aid to the blind, is really blind, as defined inder section 3351. In
assuming that every person is blind, naturally the commission inay not know who
would pay for the'examinations or services to the individual involved-Federal
or State. To insure that the individual would meet the requirements of the
Federal lIandbook of Public Assistance Administration, section 3330 is folio'ved,
that '., a physician skilled in diseases of the eve is necessary to sign the report-
If the person is really blind (as defined in see.'3351) then matching funds would
be used for examinations, but if the examiner found that the person was not really
blind, then State finids would be used to pay for the examination. Tile whofe
matter of discrimination hinges on the contention that the North Carolina Blind
Commission has foutind a Federal rule to accept the blame for its discrimination
against optometry. We know that we are not allowed to participate in any of
the programs dealing with visual examination, or rehabilitation of vision in'the
welfare program. By including the amedment as presented by the statement
of Dr. O(Shea, the North Carolina Blind Commission would have to asuie the
responsibility of any dise-imnination against the profession of optometry, rather
than to rely riupon tie blame being placed on interpretation of the Federal rules
and regulations.

The CHAItRtAN. Mr. A. b. Archibald?
,Mr. ARucIIHATA). Yes, sir.
The CHAIRMAN. Yout are representing the National Federation of

the Blind?

STATEMENT OF A. L. ARCHIBALD, NATIONAL FEDERATION OF
THE BLIND

Mr. AncllInAl,D. Yes, sir; the National Federation of the Blind.
Our national headquarters is located at 2652 Chasta Road, Berkeley,
Calif.; and the Washington address is the Hotel Continental.

The National Federation of the Blind is a Nation-wide orlanization
of blind people exclusively. It has State affiliates, State-wide organ-
izations of tie blind, in ;28 States, front the Atlantic to the Pacific;
and total national membelrship of about, in round numbers, 40,000
blind people out of the more than a quarter million blind people in
the Nation.

The national federation is an organization which is devoted to the
mutual aid of blind people, the education of the public as to the capac-
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itics of the blind, and the development of widespread economic oppor-
tunities for blind persons.

I have come here today to talk about certain aspects of title X of
the Social Security Act'. Tie broad philosophy of tie national
federation is, first of all, to give blind people what they must. have,
natly iv, security; and front that point to go forward to gain general
econonuic opportunity and equal treatment umler the law.

Ti blind are characterized generally as young pwo Ile, that. is,
people who are just, coming to adulthood or are in the middle ears of
life. The majority of blind people. recent, statistics have brouglht to
light, are in the productive years of life.

The blind generally wish "nothing more than ito hell) themselves to
economic self-support; yet, owing to general preconcel)tioIns of their
incapacities, and owing to certain provision of law, they are in many
ways systematically excluded from economic opportunities.

Where blind people are successful is in that field where they can
operate indepetdently in enterprises of their own, or as salesmen, wh'iere
they are largely dependent upon their initiative, their enterprise, and
upon themselves.

Title X of the Social Security Act, when first passed, was a godsend
to the blind of the country. Ii. was hailed from one shore to the other
as the Magna Carta for'tlt Nation's blind; because it. gave Federal
assistance and caused to come into existence in each State a program
of aid to the blind, broad aid to thn blind, whereby the real needs and
the special needs of the blind could be met, coull be fulfilled, and a
broad basis of security granted which would enable the blind them-
selves to become more independent.

This did not last long, however, because in 1939, 3 years after the
law went, into effect, thte Congress adopted an antendment which
related to the aged and did not concern the blind directly, except
that at the last moment it was put into title X. This amendment is
clause 8 of title X, which requires that State plans must, in determin-
ing need, take into consideration all other income and resources of an
individual claiming aid to the blind.

The result of this amendment was the destruction of several very
excellent State programs. It resulted also in the denial of Federal
assistance to two States, who refused to accept this formula, iantely,
Pennsylvania and Missouri. The blind in these States have asked
their legislatures to hold the line against this depredation of their
State plan and to maintain that. broad security which is so necessary
to the blind.

Now, I woutd like to state what this general security is, what the
philosophy of the blind people themselves with respect to it is, and
how these various provisions of law affect them.

First of all, a system which gives genuine security to the blind is
one which maximizes their self-respect. It has something to do with
this matter of human dignity and self-reliance, self-respect, and inde-
pendence. Any system which robs an individual of incentive, of the
power of initiative, which prevents him from helping himself, is not a
good one and is not in the American tradition.

We believe in a system which lays down, under a rule of law,
certain definite specified eligibility requirements; that these should be,
broadly speaking, that a person is blind within the legal meaning of
blindness, that he fulfills the residence requirements of a State, if any,
that his property, real and/or personal, is less than a certain amount,
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and that his income, his aggregate net income, is less than a certain
amount.

'lieso should be set. forth in statutory form. So that every in-
dividual blind person himself can determline whether he is eligible.
And every blind person who meets these eligibility circumstances
should be automatically granted aid. Of course, lie must. supply
proof of his eligibility, aind of course he should be prosecuted if fraud
is commit ted.

We ask that the income and resources, certain income and resources
of an individual should be exempted from consideration, for several
reasons. First of all, the present act. results in the systematic pauperi-
zation of blind people. 'The minibers of blind people receiving public
assistance are growing throughout the country. They are growing
because public aid does not come to the blind at an early enough stage
to do then real benefit. They are forced to use ) all of theirincome
and resources, convert, considerable amounts of their holdings of
personal property and real property into cash and use them 1p) oil
themselves, before they become eligible.

Inugine what happwes to a blind person, a newly blind person, a
man with a wife and cliildren, who loses his sight. lIle does every-
tiing at. first, in the futile attempt to regain his vision. Ilis doctor's
bills and hospital bills are high. lI, uses his resources in supporting
his family.

Eventually he is dependent on his friends and tl rest of his family.
When those resources are exhausted, lie has no alternative but to go
to public aid. Then lie is faced with the position that. if lie makes
any efforts to become self-supporting,. if lit, goes out and endeavors to
earn any money, lie is automatically penalized by having one dollar
taken off his aid for every dollar that he earns. If the law provided
that. aid would be made available to a blind person before he lost. all
his resources, he could adjust to blindness and could undertake the
job of reconstructing his own life in a much better way.

Now, this is not theory oil our part. rite law existed in that way
ill several States. It does exist that way in two States today, and
partially in two others. The States of Penmsvlvania and Mis'sour,
which receive no Federal funds, exempt certain amounts of income
and property and giant aid to all persons who are residents and blind
who meet those conditions. The blind in those States have benefited
from it. greatly. Many of themii have been able to work themselves
off aid. 'I'l statistics tare not fully coniplete. 1 can't. tell you exactly
how many of those in Pennsvlvaiia, for example, were on' public aid,
who became independent; but rehabilitation authorities in the State
report that, about 800 blind persons, many of them recipients of public
assistance, caine to self-support in the last. fiscal year.

In the State of California and in the State of Washington there
art, separate State laws of this same type making no l)rovision for
ite receiving of Federal reimbursement.-aid to partially supporting

blind persons, it is called-and in California this has be n carried on
as a strict. experiment to demonstrate the value of exempting income
and property from consideration. The statistics are very complete
there, and as to the blind person tile eligibility provisions are in some
ways rather strict., so that it is not broadly made available to the
blind, but out. of the number of nearly a thousand who have been
able to take advantage of tihe program, 20 percent have become
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Senators McGratl, Ives, and Wagner, numbered S. 20661. This is a
bill which provides numdatory minimum exemptions of income ani
resources upon the States, provides for a mininunm exempt incom,
in each State of $500 per annUmn and minimum exempt resources of
$2,0|00, real and/or personal propert-y, assessed valmation.

This has long been the real goal o f tilt, blind. This bill generally,
in its broad ternis, states tle objectives of not. only tle Nation'al
Federation of the Blind but all of the other agencies serving the blind.
which are in the Anerican Association of Workers for tie Blind, and
of the American Foundation of tihe Blind for tle liind itself.

Last. year, in a statement, a joint. statement, to the House Waiys
and Means Committee, which is printed in their hearings--and we
recommend your attention to that statement.-w submitted some
alternative proposals, which were directl1y agreed upon, to the coin-
mittee. The first. preference is for a mantiatory exemption of income.

- I have a mantorandunt before you, which I asked the clerk to give
to each member, which states those alternatives.

The CHAIRMAN. We have it available here, sir.
Mr. AncnnALD. The first, preference is for a mandatory mnnimum

exemption of income and resources. But if not, then we ask that. you
at least go so far as to permit the States to have the right, to determine
that, amount of income and resources which an individual might posses&,
amid be eligible, or that amount which would render him ineligible.

This would enable those States which feel that they are able to go
ahead in the development of this program to experiment and to deter-
mine what is tle best standard, means, for obtaining a better all-
around program, a better security, a more genuine security, and inter-
weaving into it a real program of rehabilitation and economic oppor-
tunity for blind persons. It. would also enable the two States, Penn-
sylvania and Missouri, which do not, now receive Federal reimburse-
nents, to got. them without. changing their law, and would remove this
terrible threat which the blind people in those States feel hangs upon
them.

These, I reiterate, are our real desires. Wo hope thai you will give
thenil thormgh and genuine consideration. Bilt at. the very minimum
we ask thati you amend this clause (8) as it is amended in H!. I. 6000,
by removing that, last. qualifier on the clause, imanely, that it is required
that. the Stafe rehabilitation agenety certify that this will serve to
encourage or assist the blind. We thiink tiat, it, is ridiculous to have it.
there, and we very much hop thiat, you will give to every recipient of
the blind at least. the automatic right to earni up to $50 a uionth
without, being penalized for tint eAfort.

Thank you very much, Mr. Chairman and gentlemen.
Tile CIAHMAN. We thank you very much; and your recommenla-

tions will lie most carefully considered by tihe conmnittee.
We will also consider tie bill to whicl you have referred, S. 2066,

as in the nature of an amendment, when we come to finally write il
this bill.

Thank you very much for your appoaranee.
(S. 2016 and the suggested alternative amendments to clause (8)

of section 1002 (a) of the Social Security Act are as follows:)
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18. 2I 1- 00lit on.Ist Wcsi)

A lutl. o smnd tilt(% x of tho somma Secuity Act, Mt itlitlei so1 R1 to prov Ide for th ivo nmtaomleot
alt MIi 1thi~t toll i old to the tblind reelpii'rt ito ts'voiio N fiolly'or pattlalliy wlf mililwori lo

Ile iti narrd by the Smoate and House tof hteprescribitto'es of (he U nitrdt St~rtrs of
iettrieii ' t I'1 CoIrcss misseinibfcit, Th'lat tlt-i first sentence of -wetii 100)1 of tim
Social Scnritv ) et as alltei (W. S. C., 19)40 edit ion, title .12, sec. 1201). is
liereby anitied biy iititert log after "to noi'ily i' jMIluals who are Idinil , thle
folloulitg: "mid (or I h pltmrpose o$ eiieonrafgitg ani stinmulat ing blind iiividutls
to Isecomte wv~itoIv or patrtially self-siiiiiortijog,".

8s:i'. 2. Set ioo 1t0112 tia) (8) of tilt Sociail Si'cority Act. as amiendedl (IT. S,. (1
19t1 Itilit iot, litl -i,12, see. 120)2 (it) (S)), is hiervlty anenviled to read as follows:"'(9) provide tot tile St ate ageticy slli, inl deternoiiig eligibilit v, take- jot 0 conl-
siderit only sitch othIer income and restitirees its are, collset livili l and ac't ually'
available to tile luidividlial cliiitig Aid to tile bdiold. exce lit Ii tt at least $504) per
aSliiilt tif 1411vli ilidiviihtal's- aggregate net income fromt all ot her sources shall ho
exelitleil fromt consiili'rat ii a4 income, will except ftirlher that at lentts $2,0t)0
f-ssssei vailuat hot. le' aill vimmuttmbraces, oft suchl iilividiit's real atiil'or peirsoiial
property shall hev exclttitl froimi cowt~iieratimot as resources,".'rive'. 13. '[itl( Xc tof thel Social Se~curity Act, a-I amtenided, is herebiy amienided by
adinti t thei eti l thereof tile followitig new sect ion

"ltiiitiTY IIESAtIVFI) TiO THlE TATEs

'Stw,. 101)7. Etieli State, Shltl have thei Sole atliiorit y toi detcrniie )low notchl
ot tier iticoune and resoo1rces atl appllicant for or a recipientt of aidl to t lit, bilinid niavy
l osmsm in% order to Ile eligible for suchi aid-, except tltat no State may consider asm
aoone or resonrees (1) iitieoi'or resttirces whIchv art, tiot oisieithlornact ialv

available to thle inuividlial claiiiuig aBill to tile lind:i (2) at lenAst $500. Ixer atiturti
of ancli Iillvidoali's aggruegatu 11t income froni all otlier sores: (3) at, least
$2,t000t assessed valitation, less aill encumibhrances, ft Fitch Witidital's real and o r
I-wrsoni propertyy"

Sri, -1. SectIons 2 anid 3 of thds Act shall take deffc onl Jly 1, 1940.

SIM41FHTiFts AtTMtINATIvt: Asi:ntu :NTS TOt ('mAUsE (8) (IF SECIOeNt 1002 (A) OF
TIME SoviAl, SmemittTv Act' S1tt1uuTrsn itV A. L ARtI'IItIALOt, FT(E'VVTIVFE

IRECTuitc~~ N ATIOiNAt. PEDVIIATiiN OIF -Ti1F RIttNt)

I. 'Tite Ntitia F'ederation of tlie.l1litid siilupprts titililldv S. 206116.
2. Tile followling tiltleriat ive attetuhttets were tugrecil ipoti Joinitly by thle

Nati(otal Vetlerti on ofti illidl t lie Ameivricani :sstciath iof M orku'rs for tile
BWinch, and tilie Americani F.oitiatmot for th litlinil, ilt Malth it1119. and Joinitly
submititted to tilie hlouse Ways anid Menus C'omimittee' inl order of t heir pruefu'rec6
as below:

(if) "iS) provide thint lte State agency shall, lin determitig lived ati/or
ehiliblityx, take' itito cotislderat (o tt(li speiedal e~vie prisitig from lilioitjoer,4, and1(
onily such income amid resourcesA as are consetintitt itiid act unity available to Ilie
lIdiidual Clattoltig aidl to i tilt nl Irori'tjef it, t lit least $600l 1wsr ati tit f
schl ilidiiidt's aggregate tiet lIncome front till oilier sources shi) Ito excltied
from contiilieratli bit s hicome, except itieiite derived as at benieiciary utitier ti er
parts oft tisl aet; did furtherr priiristcd, tlhat at least $2fi1500 ntrmi iiatiairket vie.
less all iiiuiiiateof suchli dlvllutal's lrlrt Shall lieu'xcliledI from
couiiitratimu its resoirces.

(h) "'(81) ptrovidle thant thle State ageticy shial, (ii determining nieed nadfor
elllillity, take Inito consitlerath itti Ile special ('\ieuises arisitig from hititiesm,
atit mol stieli iticonue anti resources as aire coisetmteit m nid act nallv available
to them ildividlial clailoiltig aidl to the blindh: Irirfideil thliat etielt State shiall have
tit r~ghit to establIsh tile aioits of iticomte ath resources of natitindivitoa wichli
make hint blilglile for aid to tilte blitid muiller tit, pilaii."

Tite CTAIiMIAN. Dr. FraniklinNM. Rooted?
Doctor, yoti may3 haveo it sent, lea'tse, sir.
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STATEMENT OF DR. FRANKLIN M. FOOTE, NORTH PELHAM,
N. Y,, EXECUTIVE DIRECTOR, NATIONAL SOCIETY FOR THE
PREVENTION OF BLINDNESS
D~r. Foow% :. Thank you.
Mv Imne is Franklin Mi. ioote. I reside ill North Pelhamn, N. Y.

Although 1 am it medical doctor, I1n iot. an ophthalmologist. Ilor lilt
oculist nor ill optomet trist. Lip oUt il 1 yea's ago, Illy whole profes-
sion11 life was inI the field of general p;'ublic-healllh work. 1'or the
last 3 Vears I havo beel with the National Society for tlie 'revcntion
of Blilindness.

I appreciate the opportulnit-v to diseiss lit, sete ioni of ILI. R. l0t0)
pertaining to aid to tlh need Vyblind. It. is quite apparent. that. there
Is s0ome1 confusion about for wholl the lid to the leiedy blind is ill-
tonded.

For the past 14 .eas's, Aince Februarv 1936, miler title X of the
,social SecllrityN Act.: all excellent but lit 1bln ) icized program of medical
caro aid sight. restoration for the nctyN- blind has btll carried ilon.
This program lis btett effective ltcause of tie farseeing Ing( ulations
set 1il) ill administering tille X, which encourage States to mo ke provi-
sion not. only for lonthi ly panieits to til, needy blind but. also for
treatment, to arrest, the progress of eye disease alli to preserve or e'en
restore sight.

This excellent. p'Ogram llow is jeopardized by' tiltIpopoed amllnlld-
nt.lit in Ii. It. 6000, section :141 (d), which would provide that in
letermiling whether til individual is blind there shall le an xltaminla-
tion by it plysichmn skilled ill diseases of tilt, e or by n optometrist.
It is t1ie j)iroViSioni permitting tilt, exlaminlltion to l 111n1de1ly nill op-
tonetrist which endanger tie treatment and sight-restoration
proprain.

lor large nimnb'ers of the nietlv blind til, only opportunity for it
complete eye examination is whcn'snch exaninatiol is arranlgt,' ill the
State programs providing hid to tilt, needy bliid. It should be noted
that. section I100t of 11. It. (1000 wiselV detfiies aid tW) tlhe blind as

mlnionty playn, nts to or medical care ill belnlf of blind individuals Who
are needy * * *." ''his means that, ill deterniniing eligibility of
a manI or womn(li the examiner must. determinilue tl in elica cause of
blindness and whether the individual cai benefit front medical or
surgical treatment.

It. 11as bet ei ble to obtain fromit few States reports on tho
results of the treatment progralis which have benefit e individuals
by restoring some or till of their eyesight, and enabling then to p)
back to work, producing tremendous economic savings both to tie
Federal and State Governments.

In Kansas, for example, it. was reported tit ill tie Stato progranl
from August 1937 to November 1947. thero were 1,833 blind persons
for whon some kind of medical or surgical treatment had lbeel ree-
omnmended. Of this group 1,159 completed treatment; aid 727 had
had suticient improvement to bo removed from the blind category.

In (tio Statti of Tennessee, during the period from August 21, 1943
through December 31, 1949, the vision of 452 individuals was restored
by medical or surgical treatment. "hlad these 452 Il)eroni been placed
on the blind register for 1 year the, cost, in Tennessee, where tho
average monthly payment ill pensions to the needy blind is $30.62,
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would ha ve been $198.626.88 each year. 'i'hcs, Temiveve figures do
not ineluide 111y pe)rsonls wiose vision was imlroVed by glasses aloe.

The State ti" Ohio reports that from 1938 to 1949 it total of 1,487
persons, through medical treatnunt. or strger'v, have had their visual
acuitv restored to better tint 20/70 vision. 'i'hi figure dos niot,
i1eluitlo ativ persons whose Visiol was i1mprwov'ed by glasses ailonte.

In the ktlte of Washingloll. a report on tarhialt su'rery aloln
during ,a 4-year period reveals that. for this single 'ause of blindnes s
117 blind ilividuals had surgery. Ofl te 117, 91 had iad sullicient,
sight. restored after surgery to lift them out of tie bind category,
a1d many of the, m had essentially norma vision with correction.

It the State of ('alifornia, in%" the single year 1948, 128 mei and
\illn lhad surgery for cataracts. Of this nuimiher, 105 hand sllhicilt,
vision restored to classify themin as seeing persons; and 6 had consider-
abe improvement, ill vision although still coming under tilt blind
classilicati oll.

lI the State of Illinois, during a 3i-year period, 1143 -47, 235 of the
needy blind had surgery aloe as the recommended trentlllent. Of
these persollm, WO1t; had sulficiellt sight. restored to ho lifted out of the
category y of blindness.

''he foregoing flats are submit ted to denionstrato tho value of
having all accurate diagnosis of tlt, cause of blindnu-ss and the hest,
possible recoiitlleiildaltioln as to hope for 111ip'oveMleilt after medical
or sur11gical treatileilt. liis diagnosis was made possible. because
every one of the i.ldividuals applying for aid to the blind under tle
Federal program was required 'to have a complete e medical eve
eXVl111iiltoll.

Now, the question raised this morning Caos: (uld these results I)e
achieved if tilt, examination were madel by ti optonietrist,? In the
memorandmn silimitted to the ('omumnittee on Ways and .Means of
the House of Representatives last. sunmner by William 1P. Mae-
Craeken, ,r., attorney for the departmentt, of Natiommal Alrairs of the
American Optomotriit Association, optolmtrists tire declared to ho
sit'cialists with regard to those seeking oye care who require only
,Iasses or visual training. hi a publication of the public health
bureau of the Anerican Oph toetric Association, Pittshlurgh, Pa.. two
pertinent definite iL4ls are given as follows:

The opltonwlrist ,pecializl.s it% refraction of Ithe eye. li I makes a careful
visual analysis, and. when refractive errors are noted, he prescrilivs glas.es, vision
tralhilg, or Ioth. to bring the vision to as mar normal as possible. The ojptotme
trist Is trailed to dttctt distaes of tile eye, antd w''ea tiey art present lie refers
the patient. to tiht prolr practitio er, vho is--

Tile opihthamnologlst, a physician who sp elalizes in the study antlt treatment
of defects and diseafes of tlo eye.

It. is clear, then, from tit statements of tilt% two representatives of
tilt, optoimetric profession tii morning, that an optometrist would
wish to refer every individual suffering from eye disease or injury to
a physician skilled in diseases of tile eye. In fact, Dr. lang'this
morniting reported that Iho had in his hlidah several reports of eases
where such individuals had actually been referred, in private practice
in North Carolina. In a report, abuses s of Blindness Aniong Recipi-
tnts of Aid-to tit Blind, published by til Govermont PrimltmgOfl'm'o
in 1947, there is a master table giving the causes of blindness among 1
total of 20,1591 of tie needy blind i S 20 States in which hero is Federal
participation. Of this groip, blindness in 10 percent was due to
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injury; in 86 percent, to specific eye diseases, which are listed in the
table-and there are over 200 of them-and in only 4 percent to op t ical
defects, the kind of condition which the optometrists are licensed by
State law to tiko care of. However, even when one studies this
group of 3.4 percent of tile needy blind with optical defects, whoso
vision in the better eye after correction, even after providing glosses,
medical treatment, or surgical treatment, was still only 20/200 or
worse-which, incidentally, is the same definition accepted by the
Bureau of Internal Revenue for income-tax purposes and is essen-
tially the definition used in every one of the 48 States, including
North Carolina-almost all of them, if not all, have this optical defect
in association with some pathological condition. Almost all of this
3.4 percent are blind from a very high degree of nearsightedness as-
sociated with such conditions as inflammation of the tissues of the
eye, dislocation of the lens, tears or detachment of the retina. In
the classification used by the Federal Security Agency-and inci-
dentally, it is tile accep ted classification-when these pathological
conditions are associated with a very high degree of nearsightedness
the condition is classified as an optical defect or refractive error, for
the sake of easy classification. And I repeat: This amounts to only
3.4 percent of the total.

It is obvious, therefore, that every individual in the group of the
needy blind, under title X, would have to be seen by a physiciansn
skilled in diseases of the eye," as well as by an optometrist, if the latter
were permitted to examine with regard to the degree of vision. Thus,
the number of examinations and the cost of the program would be
doubled, or else the sight-restoration program would bo seriously
crippled; and we fear that the latter would be the case. On the other
hand, if there is a feeling that the initial examination is simply to be
a test of the degree of vision, not only physicians skilled in diseases
of the eye and optometrists might be permitted to do this, hut any
licensed physician who can use a vision-test chart, or a school nurse,
or any other individual who knows how to give a test of vision. That
a much more thorough eye examination is actually required is shown
by some of the forms used in several States, which I have appended,
as a collection, to this statement, used by those administering aid to
needy blind persons. Marked in red pencil are. thq portions which
the optometrist might find difficult or impossible to fill in. In some
cases as a part of the examination of the blind, the State requires
taking the blood pressure, taking a urinalysis, since some blindness is
caused by diabetes, and in some cases a blood test for syphilis is
required, since about 15 percent of all blindness is due to" syphilis.

These things, of course, the optometrist could not do; neither could
the school nurse nor the other individual giving the test for vision.

After studying the statements made by the representatives of the
American Optometric Association, including Dr. O'Shea and Dr.
Lang, this morning, I am convinced that the optometrists actually
are not seeking responsibility for making a differential diagnosis as to
the medical cause of blindness or for determining appropriate medical
or surgical treatment. It is my understanding that optometrists are
solely concerned with programs in which individuals with optical
defects short of blindness- are given eye examination aiid glasses.
Such programs happen to be admirostered in certain States-and
North Carolina was mentioned this, morning as one-by the same
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agency, the Commission for the Blind of North Carolina, which ad-
ministers the aid-to-the-blind program under title X of the Social
Security Act. However, there is nothing in Federal legislation nor
in the administrative regulations of the F'ederal Security. Agency
stating that these other programs must also meet the requirements
of the title X program. And I am sure that if the Director of the
Commission for the Blind, to whom Dr. Lang referred this morning
wrote to the Federal Security Agency asking whether in these school
eye-examination programs optonictrists might be used, he would
learn that this proedure would not jeopardize the million and a half
dollars or so that North Carolina gets from the Federal Government
in matching funds.

As a matter of fact, Dr. Lang mentioned this morning-and I think
I am quoting correctly-thnt 17,000 school children in 1 year had eye
examinations in the North Carolina program and that 9,000 received
glasses in 1948. That these are not, part, of the title X program is
shown by the report of the same commission for the fiscal year ending
#June 30, 1948, stating that there were only 1,021 applications for aid
to the blind, in which examinations were paid for by matching funds
under the title X program. And for the fiscal yetar ending in 1949
the number was 1,187, certainly far lower than the 17,000 quoted by
Dr. Lang as the total North Carolina program.

Apparently a large part of Dr. Lang's discussion refers to school
children, since he reported that in 1 community 91 were given glasses
in 2 days, andi in another community 50 got glasses i 2 (ays, froman eye, car, nose, and throat doctor, ran(er the commission-for-the-
blind pro rai.

Actually, in the State of North Carolina, in the fiscal year ending
in 1948, there were only 21 *children accepted under the aid-to-the-
needy-blind program under 15 years of age. These were actually
blind children, and they are the only ones to whom grants were made
from Federal funds for eye examinations or any kind of eye treat-
ment. And that would be for medical or surgical treatment, as well
as the provision of glasses where they might be needed. But that is
only 21 children in a year, which is quite different from 9,000 or
17,000.

It is quite evident, then, that what the representatives of the
American Optometric Association are talking about is an entirely
different program from the title X program, which deals only with
the blind. The blind lose their vision almost always from either
disease or injury to the eye, and only extremely rarely front any con-
dition that could be entirely corrected by glasses. In some States,
it is true, this additional eye program is administered by the same
State agency administering the titleX program; but this is no reason
to change the Federal law concerning the title k program.

Because the amendment which was passed by the House in H. R.
6000 so seriously threatens existing successful programs to preserve
and restore sight to the needy blind, the board of directors of the
National Society for the Prevention of Blindness, an incorporated
nonprofit, nonsectarian, voluntary public-health agency, urge that
the phrase "or by an optometrist," be deleted from H. R. 6000,
section 341 (d) (10), line 12, page 182.

In section 343 of H. R. 6000, although provision is made for a slight
increase hi Federal matching funds for financial assistance to the blind,
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we regret. to note that, no provision is made for funds for Inedical
or surgical care to extendi the sight-restoration programs previously
discussed. Commissioner Lansd ale, of New York, this iorning
mentioned the need for Federal matching funds for general illedical-
care programs, and the same need should be emphasized for these
niedical-aid programs for the needy blind. Sight. restoration, or sight
preservation, would help greatly in taking people off the blind rolls
and keeping them from getting on there. And only a few States,
from whom I quoted figures this morning, have fairly good programs
alone tils line. Many States have none at all. because they receive
no Federal matching funds for this purpose.

le original llouse bill, 2892, introduced in the first session of the
Eightieth Congress, in section 1408. did include provision for match-
ing funds for suich medical asistance. At tention of the Senate
Finance Committee, therefore, is invited to this omission inl 11. It.
6000.

The ChAIRMAx. Are there any questions?
Do you have anything further, )octor?
Dr.'FoOTR. 'hi'iis morning, )r. O'Shea offered an ameodmedit to

11. It. 6000, anti we would, I think. go along with that. anicitidheilt
although we think it is necessary. We would go along with it,
provided there are retained lines 10 and I i on page 182:

That, in deternitnig whether an Individual is blind, there shall he n exam-
ination by a physician skilled in diseases of the eye-pleriod,
deleting the words "or by anl optometrist," and thenl adding tho
ameldinent whicll l)r. O'Shea proposed ill place of that whole seel ioln
10. It would alparentiv clarify it from their Iint of view, -, that
optometrists would iot'lie excluded, and yet it would continue to
require tilt the original examination of the blind individuals be
made by a physicians skilled in disases of tile eye.

The COHAIRAN. Doctor, we thank you for your appearance here.
We thank 'ol. for coming down and talking to uis on this very im-
pmrtant question that is here before us.

I believe that competes the list. of the witnesses called for the
morning, but I would like to offer for the record a statement, by
Edward P. Reidy, director of the State Departnment of Social Welfare
of Rhode Island, Providence, 1. 1.

Mr. Reidy is unable to appear, and lie asks tlat this telegram he
incorporated in the record as his statement upon social-security
matters.

(Tihe statement referred to follows:)
Paoviln:.xc, It. I., Jantuary ?i, 1950.

Senator WAI.T5 J. GEoms':W,
Chairman, Senate Finance Committee, i'asmhinglon, 1). C.:

Regret impossibIlity reaching Washington Jaiuary 20, a. i. Stbnit following
testimony, request incorporation in hearing recordS.

Need for extension of OASi scope coverage and benefit urgent. Public assist-
auce carries undue burden. lihode Island study in 1948 shows 10.2 percent of
OAA recipients and 8 percent of ADO recipients receiving Insuflicient OAHI.
25.2 percent of new OAA recipients it Decnlber 1949 received Insulicient OASI.
Iirst finding of samples of a November 1949 study of recently uneniploved new
recipients of OAA show 50 percent ineligible for aniy OASI and show 72 percent
of eligible 50 percent receiving $25 or less per inonth.

Some Federal sharing of costs of general assistance imperative. Rhode Island
public-assistance program carries undue share of costs of severe local ntemploy-
ment which has spime national causation,' General assistane case load doubled
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it Iast 12 montIhs. Need direelly called by lienmplomeinl and exhbailsted
um11pl.o\'lnit ittilralil't' increased 1,13 ltereent. Proposd matching of medical
bills paid by agemli-v should provide

, 
for mat ching on amount h |otid present

Federal eilimigs.
lit 3tlmV through )eembe r 19.19 il Ithlode Islamd, State ad mmmunicipalit ies

hadil to ay from o ii fnids for hospital catare inom for rcjpieiitts of (A:A, AD(,
auod All. tie approximate eqlivaletit of 50,) percent of the total montlily State
share of OAA iwsistance paylnenit, |in D\VII 1. ]I'~Iln,

IDirictor, Sfnit lq'iinrtmntn of Socihd lWrlflire.

The CIHAIRMAN. I believe thlt winds up the testimnony this morning.
We net agail tomorrow, Saturday. I hesitated to have a Satur-

day hearing, but there are still other representatives from the States
who have not appeared, a1td probably they will be' able to appear
tomorrow morning, some of them at leftist. :,o we will meet tomorrow
morning, and we will finish by noontime.

(T1hereupon, at. 12:27 p. il., the committee rece-,sed until Saturday,
January 28, 1950, at 10 a. in.)
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SATURDAY, :ANUARY 28, 1950

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. 0.
The committee met at 10 a. in., pursuant to recess, in room 312,

Senate Office Building, Senator Walter F. George, chairman, pre-
siding.

Present: Senators George (chairman), Connally, Johnson (Colo-
rado), Millikin, and Butler.

Also present: Mrs. Elizabeth B. Springer, Acting Chief Clerk; and
F. F. Fauri, Legislative Reference Service, Library of Congress.

The CHAIRMAN. The committee will conic to order.
The first witness is Mr. Byron L. Johnson. Come around, please,

Mr. Johnson, and have a seat.
I believe you were with the Social Security Administration, were

you not?

STATEMENT OF BYRON L. JOHNSON, PROFESSOR OF ECONOMICS,
UNIVERSITY OF DENVER

Mr. JOHNSON. Yes, sir; I left there about two and a half years ago
to teach economics, including social security, at the University of
Denver.

The CHAIRMAN. You are at the University of Denver now?
Mr. JOHNSON. Yes, sir.
Senator MILLIKIN. Mr. Chairman, Mr. Johnson is a highly reputed

man in Colorado. He is highly respected by the members of the fac-
ulty there and admired by the students who come under him. I
commend what the has to say to the serious consideration of the
committee.

The CHAIRMAN. We shall be very glad to hear you, Mr. Johnson.
I thought I recalled your having at one time been connected with the
Social Security Agency.

Mr. JOHNSON. That is right. I thank both Senators; my own
Senator, for his kind words, and you, Mr. Chairman. As a matter
of fact, I have written both on the subject of intrastate and interstate
equalization, and some of my works have been published by the Social
Security Administration, most especially this memorandum [Indicat-
ing) on The Principle of Equalization Applied to the Allocation of
Grants-in-Aid, which was the product of some 3 years' study by myself
and other members of the staff. (Bureau of Research and Statistics,
Social Security Administration, Bureau Memorandum No. 66, Sept.
1947.)
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I wish to speak most especially this morning to the twin questions
of interstate equalization and intrastate equalization, subjects which
are commonly referred to under the heading of variable grants.

There are two basic approaches to the philosophy of grants-in-aid.
One calls for a large fund of money, to be, one might say, sloshed
around in the hopes that some of it would go where it was nmostnecded
and where it would do some good in areas where good would not be
done if money were not available.

The other approach would call for a smaller fund, with tile allocation
tailored to see to it that the noneys went where they were most
needed. And this most economical' approach, it is ny argument,
accords better with the concept of justice, and it makes possible equal
treatment of persons in equal circumstances, regardless of where they
happen to live. It. is this second approach that I personally very
strongly favor.

In its report on Federal-State Relations to the llHoover Commission,
the Council of State Governments concluded its discussion of grants-
ia-aid by saying:

Existing grants should be modified anld future grants develope'd with the follow-
ing general criteria in mind:

I. National grants should 1)e provided on a lroad functional hasi rather tha
on a piecenieal bwis-thus giving the States discretion in adapting theta to their
own ieeds.

I may say parenthetically that my first professional experience was
with the State of Wisconsin, while I was doing graduate work there,
and I have, I suppose, a strongly State-oriented point of view. And
I commend to your attention It. R. 2892, considered by the Ihouse
Ways and Means Committee last year, which embodied exactly this
principle which the Council 6'f Staie Governments refers to.

The second principle is this, and I continue the quotation:
2. National grants should help to support a Nation-wide level of governn||tal

services which will be acceptable as a national standard. To thi, end, the grants
should be apportioned to relate as closely as possible to (a) the need for tile
service within the individual States and (b) the capacity of the individual States
to finance the service without disproportionate tax lur'tdes.

The quotation is from page 81 of that report. Senate Document
No. 81, Eighty-first Congress, first session. Now, initially, the Social
Security Act provided, as you well remember, dollar-per-dollar match-
ing of State and local funds for public assistance, within limits of $30
and later $40 per month for the aged and for the blind. The effect
of the scheme was to mahje it possible for the wealthier States to pro-
vile decent payments for their needy, with a reasonable effort-but
it made possible decent payments for the needy in lower-income
States only if they were willing to make much heavier tax efforts
than others needed.

By way of illustration, taken from that period. a tax effort of I
percent of income payments in a State with a per capita income of
$500 would yield $5 per capita. The same tax effort, of 1 percent,
in a State with $1,500 per capita income, would yield a per capita
tax of $15 each year. Now, if you match thee amounts with Federal
dollars, you have $10 per capita in the poor States and $30 per capita,
with no greater tax efforts, in the wealthier States. One could very
well explain the differences in monthly payments in these terms, and
in fact, the Ways and Means Technical Subcommittee in their report
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Issues in Social Security, issued in 1941i as a comnuittee print, did so
explain them, particularly ill the section from page 285 on.

Senator MILLIKIN. I respectfully suggest that, to keep the sul)jeet
in balance it should be sail that ii those States, though they receive
a greater sum of money from the Federal contribution, they also
contribute more bv way of taxes.

Mr. JoHNsoO. I don't thiik there is any question but what. the
Senator is correct on that. And I suppose ihe fundamental question
is tile question of whether tile purpose of the grant was to return
tile dollars in tile proportion as they were received or in proportion
to nieed.

Senator MILLIKIN. We are right in the nliddhle out ill Colorado, so
I eatn be quite philosophlieil about it.

ir'. ,JoxsoN. Yes. 1 appreciate thnt saille position, myself; atld
I therefore was particularly impressed to hear the spokesman from
New York yesterday in these hearings, Mr. Chairman, comment on
his own willingness to support, eoning from New York, additional
aid to low-income States, even though Ile seemed to be willing to
)ass it il) as fi as New York was concerned on lone of the programs,
chil-welfare services, I believe.
You may receial that tile House Ways and Means Committee,

after going through that, report, oil Issues in Social Security, in 1946
(-tine tit) with a bill which provided for variable grants to the States,
but the Rules Committee wouhl not, give a rule to the bill with such at
provision in it.

Now the elf'ect of a variable-grants fornlula is something like the
effect of the lines in the track in the )enver universityy stadium. I
live just south of there. The starting line for each runner on the track r
appears to be at a different place; but the purpose of that is to equalize ,,
the opportunity for each rumer to reach the finish line. No one is
handicapped by having nil outside track, and no one gets all especial
advantage by having the pole position. If each runner were to run
just as fast, starting at tile same time, the finish would be a dead heat.

Similarly, variable grants will give each State an opportunity to
spend for public assistance equal amounts per capital for equal degrees
of tax effort. Actually, however, tie low-income States would not be
able to pay out the same amount per recipient as some of the wealthier
States with the same tax effort, because public assistance tax loads
are generally heavier in the low-income States, so that the available
funds must be spread further. Also, if the Congress continues as the
House recommends in 11. R. 6000, to exempt agricultural workers
from ol-age and survivors insurance, tie result will be to make public
assistance a relatively easy burden oil tile urban counties and the
urban States, but to leave it heaviest oil the rural counties and the
rural States, many of which are among the lowest income group.

In 1946, after the House committee was forced to report a bill
without variable grants, this committee, tile Senate Finance Commit-
tee, put back into tile bill the variable grants formula which the Ilouse
Ways and Means Committee had originally wanted. I recall being
in Washington at tile time and hearing Senator Connally make an
excellent speech on the Senate floor in support of the Senate version
of the bill, in which he demonstrated graphically from his wallet,
almost, that tile Federal Government under equal matching appeared
more interested in providing aid to the needy in the well-to-do States
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and less interested in providing aid to the needy in the poor States.
And? as I recall, the Senate vote was unanimous in favor of your
version, but it was not a record vote.

Out of the conference committee and succeeding legislation on public
assistance, you are now using a formula which varies the proportion
of the Federal aid with the size of the monthly payments, but which
does nothing to equalize the monthly payments. Vorse than that,
in my own opinion it represents a large fund approach to grants-in-aid
and appears to be leading to the assumption of increasing Federal
interest in the entire program. It makes, again in my opinion, un-
warrantably large grants to some States, and yet fails io equalize the
level of assistance payments between States.

The Council of State Governments report which I quoted i moment
ago comments on the present public assistance formula in these words,

. at page 153 of their report on Federal-State relations:
Program Inequalities between rich and poor States are accentuated by present

grant-in-aid participation formulas. Most of the low-income States are unable to
take full advantage of the national matching provision, and thus receive the low-
average per capita allocate ons of national public assistance funds. rite poor States
must subject their citizens to an unduly heavv tax burden in order to achieve even
a relatively low standard of assistance. If tie generally acknowledged purpose of
public assIstance is to meet basic minimum requirements of needy individuals,
then the present system Is found wanting.

As of September 1947, the council found 24 States to be paying less
than the amount that the States had established as the minhuuim need
in one or more of their categories.

Another Senate committee, that on Education and Labor, in the
Seventy-ninth Congress, had to grapple with very mch the same
problem in the etospital Survey and Construction Act. That act, as
it first passed the Senate, called for variable matching grants, as you
may remember'. Again the House killed the variable matig, al-
though approving the allocation formula. It has been mst interest-
ing to me to follow the results. I had predicted, in bureau memo-
randuin No. 66-and the results seem to bear me out-that the low-
income States would be unable to make the much greater tax effort
which was required by the allocation formula and matching formula
in the resulting law, and would be unable to secure the funds available;
and the Federal funds for hospital construction that were supposed to
go to low-income States would rovert to the higher income States that
were able to provide matching funds, although tlio program had been
explicitly designed to remedy deficiencies in the supply of hospital beds
in low-income States.

It was most gratifying, therefore, to see that this Congress, the
Eighty-first Congress, was willing in both Houses to amend the
Hospital Survey and construction Act and to reinsert a straight vari-
able matching grant formula, very much as provided in the original
Senate version of the bill in the Seventy-niith Congress.

Senator MILLIKIN. Why do we not meet the problem head-on and
adjust all of these formulas that you are mentioning, in different types
of bills, with the simple proposition of determining a minimum stand-
ard and aiding directly those States which cannot reach the minimum
standard out of their own resources?

Mr. JOUNsON. That, Senator, was the essence of Senator Taft's
original version of the aid-to-education bill.
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Senator MILLIKIN. I was with him then, and I departed from him
when lie departed from that.

Mr. JOHNSON. The philosophy of that is not only t..or.gly clear
but thoroughly laudable. I attended, sometimes, Ilouse heari-ings, of
the Education Committee in times past, 1111( I got the very clear imi-
pression, Senator, that in order to get a bill through the ltouse, even
in aid to education, it would prove necessary to provide some funds
to everybody. And my impression is that even Senator Taft finally
modified the education bill to (10 that.

Senator MILLIKIN. Well, look at the "bugliouserv" involved in the
general-aid bill. Take the State of Colorado, wlici is in the middle.

Vo ieed to improve our own ec(national stan(lar(ds. We have teacher-
pay problems and all sorts of things which you are better acquainted
wiih than I am. But, we take our funds and we send them to the
State of New York and to other far wealthier States than we are in
terms of per eapita income. AVe, in turn, receive money from states
wlicli are far poorer than we are in terms of per capital income. Now,
there just is no sense in that. It is indefensible. It is a generalized
lpork-barrel approach to important problems.

Mr. JOHNSON. Yes. I am glad the Senator said that, because that
is my basic criticism of continuing to raise the Federal share of public
assistance in all States from 50, to 06, to 75, to, now, 80 percent of
the basic milintiill payments in all States. It seems to tue that-
well, if I continue from my prepared statement., I will make that
point, inmlediatly.

I hope that tls committee will study the language and experience
of the hospital Survey and Construction Act, because it. seems to
me graphic evidence of the significance of a variable matching grant
to t he successful equalization of a minimum level of program opera-
tions throughout the country. •

Now, tile principle of equalization, applied to tfle allocation of
grants-in-aid, is simply that the grants from the larger to the smaller
unit. should be directly in accordance with need and inverselv iii
accordance with ability. The formula recommended in IH. I. 2892,
or that used in the llspital Survey and Construction Act, is simply
one mathematical expression of that principle, based on the use of
income payments as the measure of fiscal ability, and using popula-
tion as the measure of need. Incidentally, I have set forth the
algebraic demonstration of that formula in chapter 7 of the bureau
memorandum 1 referred to earlier.

The Council of State Goverinents report that I referred to agrees
that

* * * the variable grant offers a metals of supporting this nationall mii-
muml level with a much smaller grant fund than would he necessary if the ap-
portloment formula and the iiatching provision treated all States alike.
I am quoting from page 80 of this document..whicli is exactly your
point, Senator:'That witlh a variable matching formula, coui)led if
need be with an allocation formula, which goes hand in glove with
it, you can put a small amount of money where it is actually needed,
and get the job done, rather than to have to spend tremendous
amounts where there is little economic justification for the allotment.

My comment about the House committee was only to call attention
to obvious political considerations in the passing through the House of
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wilit'll vollillik", aplivill. to ho (Aigiblo for additional Stiltv aid. lwyollil
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slipplullivillarY gralits to vollillit's whivil wttv 111111ble to p1IY 100
pen-vill of lived.
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wtiukee.
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Senator MILLIKIN. I believe Senator Johnson would confirm this:
that in Colorado, for example, if you have an isolated mining camp
where the transportation cost of getting things in is very high, you
might have a very high cost of living in that particular camp.
But generally speaking, would you not say, offhand, Senator John-

son, that in the regular farming districts of Colorado the living is
cheaper than in the larger cities?

Senator JOHNSON. Yes, I think that is true; with the exception that
the cities do have better marketing places and cult-rate stores and
opportunities of that kind. Of course, the housing is very much
cheaper in the rural areas. It may not he as fancy, but it, is cheaper.
And I would say that in Colorado, outside. of the'isolated mining dis-
tricts that you speak of, where it would be hard to transport supplies,
it ought to be about from 10 to 25 percent cheaper in the rural areas.

Mr. JOHNSON. I am glad you made,the point as you did, on housing;
because in fact the standards of housing accommodations in rural areas
are, as you know, normally not precisely equivalent to those in urban
areas. T hat is, hot and cold running water, inside flush toilets, bath-
tubs, telephones, do not exist in many many rural homes, and no one
anticipates that relief recipients will receive higher standards of rural
housing than other people receive, and therefore the payments may
very well be smaller in rural areas.

So that my point was that if you were using precisely the same
standard or content of assistance, you might find that rural living was
more expensive, and really thle significant. differences are often intangi-
ble differences in content. The farmer, for example, frequently re-
quires a more moderate and modest wardrobe than this urban cousin
would require, simply to maintain the same position and standing, or
status, in the community. And those are really the differences. It
is not the difference in the cost of living but the more subtle differences
in the contents of living.

But be that as it, may, the fact still remains that the differences in
payments between wealthy and poor counties within a single State
often are far greater than any such differences in costs, whether they
be 20 or 25-p|irce~at, would appear to justify. Now, to Colorado's
credit, they are working very diligently, ani it was to report that
progress that I introduced the references to our State.

Senator MIaLiKIN. Mr. Chairman, might I ask Mr. Cohen a
question?

The CHAIRMAN. Certainly, Senator.
Senator MILLIKIN. I would like to ask if the Social Security Agency

has statistics on the difference in the purchasing power of the dollar,
not only as between urban communities in different States but also
as between the country and the city.

Mr. COHEN. No, Senator. We put those cities in the record
already; but we have nothing on the rural areas outside of those 32
cities,'I think it is.
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Senator MILIKIN. Nothing that will point up the comarison thlat
tile witness is slt'aking of?

Mil'. ConHEN. No, there hasn't been anything done on that in recent

(The. Social Security Administiation later submitted the following
available iifortalltion:)

('osT OF' LIVING IN I
T

IIAN AND RURclALt (7OUNTIE..s IN PENNs.%hVANIA

T'hle )epart iiint of Public Assistance of Penisylvania makes an annual co.t
of living stidy and prices live coliilloll iteils of ted: Food, clothinig, incideitals,
rent, aid fuel a light. Tile results of a survey inaide in lglS have been puldished
ill a ibllletin, Current Living ('osts as Related to Standards of Puhilie Assistmce
in I'eimsylvaoia as of I)ecember 1ltS.

F'ood costs.-The report states that studies m:die by the department show litle
intercit y voriat ion in food cots. A special .Fimdy made by the hllrtiniietl A.ews
that foodl costs average about 10-lerten higher wNlien bought at, the siialler
neighborhood stores than at the self-service suipermarkets where the pricing is
done. For persons in rural areas some foods produced locally are avilablt' at
lower costs. This fact is considered sometimes compensating for tile higher
prices tlat persons iot accessible to stiperark:,ts unist pay for food pureliased
iii ite smaller neighborhoods stores. Tis a uniforin State-wide schedule of costs

.is used.
(C/ohing.-Prices of clothing items are derived front the catalogs of large mail-

order out lets ini Petlmsylvania. Prices of clothing it keep atid shoe rel)air are
based oit costs ill representtit ive Ilarrishurg slores. The standard of quality for
tile iteis of clothing is that of the most inexlNpelusiv'e grade of inereliandise. IUli-
form cost figures are used throughoilt the Stite for persons of a given age group.

lncidcntals.-The budget item "iicidetntals" represents tininimin essentials
associated with (1) hotushiold cleaning and maintenance supplies and (2) lersoual
care and Iiscellanieous items such as newspapers, church attendance, state ionery
stippilics, tobacco, recreational activities, etc. The costs for tht se items are
considered to ho reasonably uniform throughout tile Slate and consequently
ttllowiices do not var' from county to co itty .

.Shlcter mauintenanac.-This budget item inclutles the cost of rent, fuel, and light
These items vary front comtty to county and county costs have therefore been
determined.

Ieent, costs were computed ott the basis of two rooms for one person; three
rooMS for two persons; five rooms for four or five persons, etc. A level for rent
was chosen that would cover 95 percent of the actual rentals paid by assistance
recipients. Thus only about, 1 case in 20 paid more that the rental casts shown ii
the study.

Ileating fttel prices ANere obtained from representative fuel dealers it each
county. The prices used were the average prices of a ttoit of atttliracite or bitiuni-
tllots coal, depelding on which fuel w\'as more cotmtonly usd for domestic lieating
in the parlicitlar county. Gas and electric rates were ihose applying to the great-
est, number (if coisitlimers ill each particular county. lit coilitis were gas service
is not available kerosene was sulitituted as the fuel for cooking. ''lte co,;t figmes
for futl and light wvere obtained for families of given size by multiplying tihie iim-
titics allowed ill the budget stanldaids by the uiit cost. 'Thie budgets represent
average cost atd assume elhiciency and care itt the tue of light and fuel.

COST OF BASIC BITI)iiPT ITEMS IN SELECTED URiAN AND itITiAt, COUNTIES

Tte tabulations attached show the cost. ii )ecember 19-18 of the live coutmmton
items of need for atn adult miale living alone and for a four-perton family cisistitg
of the iotliurand three children itn four urban aitti fuir rural cotmities ill )cet-
her 1918. The differences iin cost its between the urban atid riral cities at the
standards established by the departnetit of public assistance is not great.

60805-50--pt. 2--17
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Monthly cost of 6 cown,.n items of need in selected urban and rural counties of
tennsylhantn as of Decmber 1948 I

Shelter h:uantvuanceo

County Total Food Clothing Ineilden-
Renta FlielflldRental light

Male living alone:
Urban:

Philadelphla .....................$5. o $21 I $4 U1 .10 $7, .0
Atleaheny ........................ 5.70 21 4 3 24. tO 0 ,14
Lackawanna- ....................3. 70 21 4 3 19.30 6. 40
L.uterne ---................. 4.20 21 4 3 19.60 6. 1')

Rural:
Bradford ........................ 2 t3( 21 4 3 10.10 N. A0
Forest ............................ 4. M 21 4 3 14.70 S. W0
Potter .......................... 1. 0 21 4 3 10. (A) 7. 21 I
Sullivan ......................... 47.00I 21 4 3 13.21 A.81)

4-person family (mot her and 3 children):
Urban:

PhIladelphIa .................. 134.70 C4 18 5 3 20 14 M0
Allesheny ........................ I IVR)1 61 IN A ;IA. 40 13.40
lakawatini ...... ........... 127.70 4 18 5 21 . 0 12. 2)
luverne ......................... 12, 6 18 2. (K) 12 -W1

Rural:
llradford ......................... I . 1.20 641 I8 5 21,2 16. 1
Forest .......................... 119 i0 el4 1 0 K15) I 3U
Potter ........................... M2.. 14 18 5 2:1 90) It :W"
Sullivan .......................... 117. ( 0) 4 18 ,5 11.40 ii. W0

I llaved on the statIlatxits of putille assislance of tht' )elmrtmett of! luble 'Asitanc, i'lenylvanlia,
Current lilIng Costs as, Related to Standv-d, of Public Asstntue iu 1'entilsylvanl:I wu of t)ceelntler 1IAs.

Mr. JOHNsON. I rty say, Senator, that ill Mlarh, in talking to
Miss Hildegard Kneeland in the -Butdget. Burealu, 10ho is also asso-
ciateti with the Conference o Income and Wealth of the National
Bureau of Economic Researell, in her technical capacity, we diseuissed
the possibility at, some future time of a conference" on incole ill
siniall cograplhic areas, rural as well as urban, antd oil costs of livitng
in sueCh communities. I think we hoth recognized that ill Spite of
the tremendous amount, of statistical work whieh is bein g done by
the Federal Government, there are still great gaps in our knowidege
on such matters. I personally have given great attention to the
income side of payments to persons ill all counties, and we have just
completed estimates for 1948 for counties in Colorado, and we previ-
ously made estimates for 1945 of income aynents to persons by
counties in Colorado. And there are a number of other States which
are now giving attention to that side of the question. But for reasons
which I am unable to account, precious little study has been given,
although there is certainly great use for the data w\hieh you request.
And I hope that within a year or two the statisticians' anti academi-
cians' attention can hse turned to that and we can provide answers to
your questions, which are quite reasonable.
Ti proposed language which 1 am proposing for insertion in the

bill does not prescribe the exact. method. Each State would, of
course, work out its own solution, the one that best fits ts own situa-
tion. But the language would underline the Federal interest inl
assuring that recipients of public assistance are not made to suffer
discrimination in payments by reaoh of living in a poor county.
Every State has its poor countites-intrastate equalization is a persist-
ent problem-and it affects other programs than pubilie assistance.

Parenthetically, I might say that one might, justify Federal aid in
fields outside of public assistance ih wealthy States by including pro-
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vision that the funds should be used to assure equitable treatment of,
let's say, school children in all counties throughout tile State. Even
New York State has its poorer counties and has its own intrastate
equalization problem, for example.

The task of getting the several States to adopt reasonable patterns
of intrastate equalization will be made easier if the Congress will
adopt variable matching grants from Uncle Sam to the States, for the
problem of intrastate equalization is most, easily solved by application
of a very similar technitqie. The next, best, alternative fromi a tech-
nical stanldpoint is for the State to take over the program from the
counties completely and to leave the local units out of it altogether.
I don't, wish to enter that argument hire, except to say that if we (10
not get equitable treatment of pe.'sons throughout a State, following
the language suggested, we may well continue the drift in the direction
of full State responsibility. I think many people will regret such a
step, as a ste) away from local self-government.

Senator NMLLKIN. May I ask yoll: I am making no contention one
way or the other, but vou raise It lot of deep philosophical questions
as to the relation of the, States to the Federal Government and of the
counties to the States. Let meW conme to the enld point that is in my
mind. When You put, money, Federal money, into the States, or,
since we are talking about the counties, into the counties, do you not
depress what might otherwise be the initiative of those counties to
raise their own economy to a point that. would provide a better
standard of living ill that county? Or make it "State" if you want to.
Mr. JoHsoN. 1 think the answer is partly a historical answer,

Senator. Many States had done much, at least, within the limits of
their ability in the midst of depression, to lieet tie problems of pro-
viding aid to needy persons il 1933 and 1934. But not until thie
Federal Government provided a degree of assistance to the States
and c counties did all States andt all counties have such a program.

I think the easier answer to the Senator is in some other field, in
tile field of health services, for example. I worked for some years for
the Wisconsin State Board of health and am familiar with problems
of health services. The wealthier counties provide ample and ex-
cellent local health services, but since there is little aid from States to
local units for local health service about half of the counties ill the
United States have no local health service.

Wisconsin many years ago adopted a technique of providing $1,000
to pay the salary of a county miurse in each county, and it, was sur-
prising howl' that $1,0010 pelrsalided almost every county, even though
it were small and poor, to at least provide tile services of a county
nurse. And I think that it. doesn't need t.o be much aid, but the aid
is a kind of stimulus, and once the local unit, has seen the benefit of
the service, as you have seen in ADC, for example, the local com-
imiunities often go far beyond the provisions of the Federal statute il
carrying out the responsibility once they have undertaken it.

But the greatest strides are always nade by the wealthiest, areas.
The poorest, areas, no matter how much they mtay wish to provide
service, simply cannot, go beyond the means available. And to expect,
as we (ho in Colorado, a ratio of four times as great, effort by the poorest,
counties as we (10 of the wealthiest, I think illustrates'that it isn't.
because of unwillingness that the service is not provided; it is just
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sheer fiscal inability that often provides the limits to the service that
is provided.

I would like to close these remarks on public assistance by comment-
ing on the relationship of ol age and survivors insurance to all of this.
If the Congress will provide universal coverage under OASI and a
fairly quick earning of eligibility for the older persons not now in the
insurance program, we may hope that public assistance will shrink
(town to a manageable size. Its present gigantic amount is unthink-
able for a permanent program. But only through extension of cover-
age can old-age assistance, id to dependent children, aid to the blind,
and general assistance be returned to the supplemental task which
was originally intended for them.

As the gentlemen from Colorado on this committee know, we in
Colorado appear to be burdened with a sort of "old man of the sea."
So long as 42 percent of our aged are dependent upon old-age assist-
ance for their security (their "Mdile High Harbor," as Author-Justice
Otto Moore calls it), and only 9 percent of our aged draw old-age and
survivors insurance benefits-and' th difference between the average
amount of benefits paid each person is 3 to I in favor of ol(-age assist-
ance in Colorado-we shall probably continue to earmark 85 percent
of our sales taxes for these Pensioners. But if the Congress will
reverse those figures for us in the fullness of time, so that first 42 per-
cent and then ultimately practically the entire group of aged can look
to old-age and survivors insurance to provide them their security, and
not a miserable pittance, we may look forward to the day when our
State-tax system, along with that of all other States and localities,
will be freed ot most of this burden which is now reaching toward
$2 000,000,000 a year.

i think this committee could make a tremendous step toward return-
ing more responsibility to States and localities by freeing those funds
of the bulk of the burden they now carry, of public assistance, through
a comprehensive revision of the old-age and survivors insurance law.

Senator MILLIKIN. Would it be fail to say that in doing that you
would pass the burden from the general taxpayer to the beneficiary
under the insurance system, 'including the employer?

Mr. JOHNSON. I think that is a fair statement, Senator, yes. But
I call to your attention again that if you continue to exempt agricul-
tural employments you will continue the local tax burden upon the
counties that can least afford it; for in the rural counties the burden
of public assistance will continue unchecked.

The other extension of old-age and survivors insurance will, of
course, be deeply appreciated by the urban counties.

I have heard* Farm Bureau members in Colorado complain that
they are paying for old-age and survivors insurance for other people,
both when they buy manufactured goods and when they work for
short periods in covered employments. "And yet they must again
tax themselves for public assistance,

Senator MILLIKIN. And if you transfer the burden, they will be
taxed, themselves, for insurance.

Mr. JoIpiNoN. But only once.
Senator MILLIKIN. We will not go into that. [Laughter.]
Mr. JOHNSON. I agree with- page 48 of your advisory council's

report, Senator. I am glad that you are willing to waive te point.
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Senator MILLIKIN. I do not waive the point. I just will not press
it, in the interest of time.

Mr. JOHNSON. All right, Senator. Thank ou.
Senator JOHNSON. You speak of the Farm Bureau members

making that assertion, and yet on the 13th of January, when they
met to take action on this very proposal, they were very silent.

Mr. JOHNSON. They were very silent. Yet, Senator, I was one of
the discussants at the State convention of the Farm Bureau, and it
was my colleague in that debate, a Farm Bureau member, who made
the point. And I found among those present at the State convention
considerable sympathy for his criticism. As you know, many farmers
do work for short periods of time in covered employment, but not
sufficiently long to earn coverage in the program, and consequently
they are "actually paying OASI taxes from time to time, which, of
course, are lost to them. That is, they have no chance of recovering
any benefits under the program as it now operates.

So that it is not only when they buy other people's goods. It is
during certain periods of their own employment that they are paying
for OASI, and yet never earning it. I regret that the executive
committee did not come out where some of the members came out,

* if that was the final conclusion. I was talking with Mr. Kouns
yesterday, and at that time he had not heard the final outcome.

Senator JOHNSON. Yes. He said that they took no action.
Mr. JOHNSON. Well, there are sometimes differences between

members and leaders of organizations, as you are well aware.
Senator JOHNSON. Oh, yes.
Mr. JOHNSON. I have been most disturbed to see free Americans

surrendering their freedom in a fruitless quest for security, for that is
what the workers do when they ask for and receive company- or
industry-wide retirement assistance. I know persons who have
given up chances for advancement, for personal health and comfort,
to protect the security they thought they had bought in these com-
pany plans. Sometimes they found that they simply had to quit the
firm or the industry, even after 20 years under such a plan. I recall
my first experience with such a case, when I was a boy. We had a
man operating a store near my home who had moved out of the big
city. Ie had worked for 23 years for a packing company and was
within 2 years of retirement. But his wife's health, the doctor told
him, left hini no alternative but to leave the city. And to his amaze-
ment, all of the years that lie had given that company gave him
absolutely no security. He had to start from scratch to make his
way in a new business in a new community, as he approached retire-
ment ago.

Naturally, he, like many other men, was miserable when lie found
that the security he had treasured so long did not follow him when.he
left for a new job. Some men found, in the last depression, that theso
pension plans were not adequately financed, and that the security
they had treasured simply evaporated. Many found that the firms
were protecting their limited pension funds by firing workers as they
neared retirement age, which is certainly a vicious practice, and one
which in other countries has led ultimately to legislation making it
difficult if not impossible for a company to fire a man as he reaches
his retirement age.
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Now, this is a land of freedom. It is one in which a worker can and
does have an opportunity to advance himself by moving about from
job to job, from firm to firm, and from one industry to another and
from one State to another, always seeking better jobs and generally
finding them. This freedom is precious not only to the worker but to
the Nation as well, which gets the benefits of his increasing productiv-
ity through the fact of his mobility.

All of these company and industrial plans interfere with this freedom.
They cause the worker to give up his freedom in his quest for security.
And unfortunately the bargain is doubly bad, in that many of these
workers will not get the security they thought they had bought in the
transaction.

I have heard it said that one of the recent contracts in one industry
will ultimately work out to the result that only 10 percent of the work-
ers now employed by that firm will be in thlat firm to draw benefits
when they reach retirement age.

I firmly believe that this committee has it in its power, together with
the Congress, to restore freedom and mobility to the American work-
ing force, and that you should do so as quickly as you can. 'lie only
way that I can see, however, given these recent pension contracts, is
for the Congress to provide ample security to all persons, so that they
will not need to give up their freedom by a series of ill-advised but
voluntary contracts. You can probably do it by providing ample
benefits to those who retire, so that su'pplemental pensions are not
necessary. And I hope that you will. Bilt I doubt that, any level
that the Congress will set will satisfy everyone. Some employers
and some groups of employees may well want to have larger retire-
ment benefits than any that you may provide. The employers may
want these to attract and to hold competent workers. ie workers
may want them because they can afford them and wish to protect
their living standards against the sharp drop in income that any social
security benefit will occasion. But if no special Federal provision is
made for such supplemental annuities, employers' and employees'
representatives will continue to bargain away ihe worker's freedom,
his mobility.

Senator MILLIKIN. What would a $100 pension under the OASI
cost, unler the coverage?

The CHAIRMAN. At 65?
Senator MILLIKIN. Yes.
Mr. JOHNSON. I regret that I am not a cost expert, Senator.

There are others who can do a better job of answering that, than 1.
Crudely, I suppose if you take 12 million persons ul tiniately draw-

ing such benefits, you can compute fairly quickly, multiplying
12,000,000 times 1,200, and then coming out at $14,400,000,000, I
believe.

Senator MILLIKIN. May I ask Mr. Cohen a question on that,
Mr. Chairman?

The CHAIRMAN. Yes, Senator.
Senator MILLIKIN. Mr. Cohen if yop had a $100 pension at retire-

ment age 65 under the Federai system, what would be the level
premium, and what would be the pay-as-you-go premium?

Mr. COHEN. It depends, Senator, on whether you mean that you
would want to pay $100 to each of the 12,000,000 people including
the men and women.
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Senator ,MILLIKIN. Everyone that retires at, 65 gets $100; what
would it, cost?

\it.. Comn-,. Well, that would l1e around $14,000,000,000.
Senator MILLIKIN. Fourteen billion (1olha1-. Present coverage?
Mi. COHEN. 1hat. is the present coverage. And, of course, that

would increase, because the number of aged in about 25 years woulh
be closer to 18 or 19 million people than 12, which it. is at the present
time.

Senator MILLIKIN. You can see at once that you are entering into
a real fiscal problem when you get into that.

Mr. JoHNso.N. Yes. As a matter of fact, Senator, my personal
feelings again, and in teaching a course in social security, I found very
considerable student support, for the argument, is that perhaps we
ought to modify our opinion. When this bill was originally drafted,
during the depression, the thesis was to get ol people out of jobs
and make way for young people. I think we are getting into times
when we are iltinking of reasonably full eml)loyment. The Employ-
ment Act of 1946 dlemonstrates clearly, I think, the Congress's
philosophy.

Senator JonNsoN . I understood Mr. Kouns to say the other day,
that the Colorado State retirement plan calls for 5 percent on tie
employer and 5 percent, by the State, contribution, and that that pro-
vides a sound retirement )lan of $200 a month. Are you familiar
with that plan?

Mr. JOHNSON. I think that is approximately correct, Senator. As
a matter of fact, I am paying 74 percent of my salary, and the uni-
versity is contributing another 7 percent , to provide me with what
we consider to be a decent, retirement annuity.

I think perhaps that comes closer to answering your question,
Senator Millikin, than anything else I could say.

And my bdsic point, here, is twofold. First, no benefit amount
that you could fix that would be reasonalble would satisfy everybody,
including me, perhaps. I am already voluntarily uindertaking a
much heavier program.

The second point that I was about to make is this: That we ought
I think, to encourage those workers who reach 65 and who are still
ready, willing, and able to continue to work, to do so. And, as the
science of geriatrics progresses and more people live longer, it, will
be more necessary that we secure the benefit of their labors. Tite
Congress would be the poorer, I think, if the Congress were to re-
quire that all men reaching the age of 65 retire. I think the Senators
would readily agree with mie.

Senator MILLIKIN. Senator George is having his 72d birthday
tomorrow, and it. would be a national calamity if he retired.

Mr. JOHNSON. My point precisely. And I would suggest that the
committee consider for inclusion in the bill the suggestions previ-
ously made by the Nat ion~al Industrial Conference Board, among
others, to increase the payment to recipients as an incentive if they
postpone their benefits. Thoir suggestion vas to increase the bene-
fits by 1 percent per month for each nonth by which retirement is
postponed beyond the age of 65. Ultimately the country would I)0
the happier, and the pension program wouldn't take such a beating,
if we provided some such incentive for older workers who were ready
and able to continue work beyond 65 to do so. It would cost the
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pension program, my understanding is, very little if anything.' Be-
cause, ill fact, tile worker would live a shorter period of tmne in retire-
ment. by reason of postponing retirement, and he would have paid in
longer.

I am told by the local OASI field staff employees that practically
no one retires at. age 65 anyway. lhe average worker who is 65
turns out to have a wife who is 60 or 62, and lie decides to postpone
retirement.

The CIER.MAN. Sometimes it. is much younger than that.
Mr. JOHNSON. Sometimes it. is younger than that, Senator. Abso-

lutel,. Therefore, they find the average age of retirement is actually
considerably beyond 65. And I think, that the law might takle
cognizance of that, ultimately, in the interests of cutting down that
$14,000,000,000 that we were talking of just a moment, ago, Senator.

Senator MIILIKIN. I believe you are putting your finger on things
that. are plaguing every meniiwr of this committee, because you
cannot escape the relation of these private plans to what we are
trying to (1o here.

Mr. JOHNSON. 'flt is tile reason for my suggestion.
Senator MILIKIN. But when you talk about $14,000,000,000 and

add the other "deducts," the income taxes, and maybe some forln of
deduct for medical care, dues, and all of the others that can be en-
visaged liniited only by the scope of human imagination, you will
have nothing but "d1educts" some day unless the thing can b kept in
some kind of shape.

Mr. JOHNsON, I see your point., Senator. My feeling, very soberly
though, Senator, is that there should be a revision of the GASI lav
to make it elective; inl other words, the man who needs to retire at, 65
because lie is worn out physically, or the woantn who may need to
retire at 60, should be perm'itted'to do so. But 1 think that the law
ought to be amended to encourage those workers who feel that, they
are able and willing, as some of you gentlemen are, to continu'c
working beyond their sixty-fifth birthday, to (1o so. And that will,
in part., meet sonie of the'question that yoou have raised. And from
the standpoint of a nation which is constantly getting older-that is,
its total average age is increasing-I think some such revision of the
law will be ahsolutdy essential.

Senator MILMLIN. TIhe chairman has stated that we will have a
group of witnesses to see what can be done to prevent the premature
junking of the workers of this country.

Mr. JOHNSON. I am very happy to hear that.
I want to complete this'comment, and then I am through, Senator.

I suggest that in addition to taking action on 11. R. 6000, you call for
a study of the possibility of Federal administration of a program of
supplemental annuities, to be administered only for groups working
under one or a group of employers, and covering all eniployees in such
a group. These annuities, I believe, should be sold at, whole cost.,
paid out on a straight actuarial basis to tile workers who had made or
whose employers had made supplemental payments on their behalf.
I believe that such supplemental plans can and should operate over a
much wider range than the House limit of $3,600 a year, or even the
administration's proposed $4,800 limit. Scientists, teachers, and
administrators need their freedom too.



SOCIAL SECURITY REVISION

I would adduce three hasie arguments in support, of his plan. Tho
fil'st one is, obviously, that this would assure the worker that ho
coul leave his jot) in question without losing his a('eumulated pension
rights. In fact, lie Could then iveuinIaillite his pension rights front i
number of covered emlolymllents, whether it le teaching, working.in
the coal mines, government service, railroading, or tiny other service
which provided governmental pensions.

Secondly, such a plan wouhl eliminate the waste in the numerous
little plhu's we live new, which clitter up the place in a way, without
guaranteeing either freedom or security. Tile cost record of the
Bureau of Old Age and Survivors Insurance is one of the brightest
spots in public administration, or in the entire insurance business for
that matter.

Finally, only the Government can take the risk oi annuities.
With the science of gevitrics constantly In'olonging life, this is bad
business for private concerns; but the Governlment can and should
take the risk.

1 woulh conclude by saving that. we have ieard much talk in recent
years about freedom and security, as two basic drives which appear
to be iucomnpatible. There is certainiv evidence, especially in this
past. year or two, that nany workers prize security more t'ham they
prize freedom; that they will voluntarily bargain avay much of their
personal freedom to move, in order to get what. they believe to le secui-
rity. The tragedy is double; for they don't get secu'itV. It, seems
to'me that actually security and freedom are compatible only if the
Congress provides, first, a1 basic minimum for evervoie, and, secondly,
offers to provide lit cost such additional degrees of security its individi-
tuals mav want.

I don't. think it. is fair for either employers or for employees' re-
presentatives to uidertake to negotiate contracts in which the worker
is led to believe that lie is gett-int security--ibut in fact 11anV of tlhem
will not (1o so-and in which lie is led to believe that, only Iv cas111 ing
his lot forever with this industry or with this firn or wiih this labor
unioi that lie call pireser\'e his security.

Seiator MILLIKIN. What. would 'oiu say are the conditions prece-
dent to the assui'ance of seeurity on the date by' the Goverlnment.?

Mr. Jonso,. Well, the conditions very ol)vioumsly would be, first,
collection of the funds oil a straight cost, llasis; secondly, entering the
contributions or, shall we say, insurance preniuns oi the record of
the wage earlier without regmird to what particular eniplo)yiienti lie may
be in from day to day or year to year; thirdly, a proper investment of
those funds lit gooil seetirities.* If you aire prepared, Senator, to
recomniend anything besides governmenten. bonds for Government
+rust funds, I w ill be willing to discuss the matter with you.

Senator MILLIKIN. I will probably havesomie recommendations,
but I wish to mature my thoughts oil that, subject. •

Mr. ,ToINsoN. And then a good group of actuaries to work out the
actual benefits which these premiums have earned in the course of
the years that they have been accumulating.

Senator MILLIKIN. Would you add another one: the iaintenance
of fiscal and monetary and debt and other policies that will preserve
the value of the put-in dollar in relation to the value of the take-out
dollar?
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Mr. JOHNSON. Oh, absolutely, Senator. I feel, as ani economist,
that one of the most basic questions facing this Congress, and pos-
sibly a good many Congresses to contc, is the question of securing
that degree of economic stabilization which will maintain tit value
of the dollar. An insurance contract is a long-term contract, and if
we cannot have reasonable assurance of the continuing value of the
dollar , there isn't much point. in talking about any long-term insurance
program.

Senator MI id KIN. Amen.
The CHAIMAN. Well, 1 want. to direct youiir attention to one

thought here. III a general way you have covered it., but. you probably
have something else that you light want. to put, into the. record on it.

As we move toward universal coverage I an prepared to agree
that ill theory at. least you might have less preslIlre for public assist-
ance. I ant hot sure that it, %woll(l lighten thelt burdell. 1 (t1 not.
know how it. woull turn out. But as you move toward universal
Coverage, and assuniing that. we might, go practically to universal
coverage now, you have got. to d1e one other thing. You have got.
to give belnehits to the people who are put, under that colipul'lsory
system. Ill other words, you will not be able to carry on a. systemli
under which you would clt, a man off because he lack-ed omie or two
quarters of qualifying. Ile would have to have credit for Iis money,
however lit-tie, however big, in sonie way, or otherwise you would
lve a most. inequitable program.

Mr. JOHNSON. I think, Senator, that, if you will be generous in
making eligible those men who are rapidly approaching the retirenewt.
age, much as you did ill the( original law, to pick up the slack, so to
speak, you will very quickly reduce the burden. I would say, oil
your first point, that. I believe the evidence is fairly conclusive that
in the iore urban States, where you have reasonably full coverage
now under old-age and survivors insurance, the public-assistance
(asei. loads tend to be snalhler than they (1o ill the Iiore rural States:
that in fact. til, States have deiollstated that public assist-alnce is
ill all likelihood going to come down if you extend old-age and sur-
vivors insurance.

The CHAIMAN. I would agree with you, yes.
I want to make my own position clear (;t it. I have never been

able to see wh.v we should not have a universal coverage if it is prac-
tical to to it, that is, if it. cait be acoifijlished. I realize, and have
from the beginning realized, that there were sonie groups of em-
ployees in tit country that would fit into this program that, we (lid
adopt.
I was here in 1935 and sat. on this colnmittee at that time and was

on the conference that. dealt with this problem in its initial stages.
But in theory at. least, everybody ought to be able to qualify under
old-age and survivors insurance, and in theory that ought. to lessen
the pressure for special assistance programs.

As I said, whether that would result 1 (1o not know that anyone
could say; because we ar(e passing throughit a period now where a
tremendous emphasis is placed upon sticurity, its you have just said.
Now, that means pensions. It means any sort of programs that
promise some security. But I think that if we could move very close
to, maybe now, at a reasonably early age, a universal coverage, if we
could give some benefits to the people without requiring them to wait
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too long to qualify and making it so difficult for thein to qualify, wo
would greatly improve this system.

Mr. JOHNSON. I think if you err, you should err in the direction of
generosity in eligibility for ihe program.

Tile CHAIRMAN. 1 IagreO with you fully.
Mr. JOHNSON. Your comments call to mind one otler suggestion,

and I offer it for what it is worth. The Senator will recall the Victorv
tax which we had during wartime, which was it tax which reaede~l
down to tile first dollar that everyone eariied.

The CnAIMAN. It, was intendle(d to do that, but. 1 recall that. there
was quite a bit of opposition.

Mr. JoHNsoN. Yes. If it might, be possible to work out something
akin to a basic income tax which would N. for social security purposes,
and then a surlax which would be for general 'l'reasu'ry purposes. it
seenis to ilie that possibly your question of the diflicult es of securing
uimiversal contributions would be very largely wiped oul. I don'l,
pose as an authority on the subject aild I offer it only as a possible
area for furt her stuly betwm-een the Ireasury and this commit tee and
tile ,Joint Committee on Internal Reveiue'lld the Federal Security
Agency, to see %%hat the opportunities might be.

ThI ('i.\l IINI. Of course, you understand some of the diflicultie.s
of this committee; and you a appreciate till of them, Ito doubt, because
of your experitice and your 1)alkgroIImll. But alt the moment, eveil
if this colnhllittee (lesired to go to including ceitam of the now ex-
cluded groups, such as farl labor, faili operaton, we would have the
very practical difficulty thit. the louse has declined to do that ill this
very ill. And we could not have any assurance that we would get
very far with it. at this tiaie.

Mr'. JOHNsoN. I have the utmost confidence in the Senator's ability
to work ill comifereinef coaiiittees, sir. fIaughter.1

[le CnAI N.n. I thank you very much; but. 1 am pointing out.
some of the difficulties that lie ahead of us.

Senator LlIKIN. SenatOl' we produce good witnesses from (olo-
rado; do we not?

TlIe CHAIRMtr.AN. Yes; I 1haive noticed. They are provocative;
they make you think.

One of the great, difficulties is that if we had a lean sheet of paper
now to write out the program from the beginning, as we would like
to have it, it uin1doubtedly. could be greatly strengthened and improved.

Mr. JOHNSON. There is 11o question about, that, and 1 am convinced,
Senator, that, some of my suggestions, even if they find al)proval in
this committee, would atiel, ill essence, another resolution calling for
further study; that is, that, you could not possibly, in the space of time
available and inl light of thi, louse action, exl)ect to achieve a utopili
that you might, write out oil a clea sheet of l)al)er in this Congress.
But I think that. the directions which I suggest., Senator, at. least, to
me seei absolutely clear. I think the danger to freedom in Ainerica,
is far greater if this committee fails to push along in this direction,
because we have ample testimony from the actual behavior of employ-
ers and eni)lovees that workers will give up their freedom. And it,
seems to ine that it. is therefore a double burden uponi the Congress
to offer such techniq ties of security as will assure the worker that, Ite
can maintain his freedom. I say that. inl all sincerity, Senator,
because in countries throughout the world people have bargained away
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freedom for security; and I think it is a tragic bargain to make, hecauso
it is so unnecessary.

The CHAIIRMAN. I think your statement would meet with general
approval by this committees on that, l)oit.

We thlanlk you very much for your appearance here.
There may be questions which some of the other Senators wouhl like

to ask.
Senator MNm.,KIN. I would like to congratulate you on your very

lucid statement of your own position.
Mr. JOHNSON. I appreciate very mch the opportunity given me,

Senator and I thank you.
The 61tAIRMAN. The next witness will be Ms. Jack B. Fahy.
You are appearing for the American Parents Committee?

STATEMENT OF MRS. JACK B. FAHY, EXECUTIVE DIRECTOR,
AMERICAN PARENTS COMMITTEE, WASHINGTON, D. C.

Mrs. FARY. Yes, sir.
The CHATISAN. You are from Washington?
Mrs. FArIY. Yes, sir; I live here.
The CHAIRMAN. You may riWOCeed.
SMrs. FAItY. I am Mrs. Jack B. Falhv, executive director of tho

American Parents Committee. Tile conittee is a nonprofit edllca-
tional organization established 3 years ago to impn)rove conditions for
children nationally and locally. Our chairman is Mr. George J.
Hecht, publisher of Parents Magazine and several other publications
dealing with children and j)arent-chiil relationships. I submit for
the record the list. of officers and board of directors.

(The list referred to follows:)

OFFICERS AND I)IRECTORtS OF TimE AMItw CAN PAtiENTS COMMITTk., INC.

OiFICERIS

George J. Ilecht (chairman), president of Parents' Institute, Inc. (publishers of
Parents' Mazagine and School Management); founder and secretary for 20
years of the Welfare Council of New York City; vice-president, Social Inegis-
lation Information Service.

Dr. Ilenrv Noble MacCraken (vice chairman), former president, Vassar College,
Poughkeepsie, N. Y.

Mrs. Dorothy Canfield Fisher (vice chairmau),-movelist and educational authority
Arlington,'Vt.

Walt )isney (vice chairman), motion-picture producer, Hollywood, Calif.
Robert L. Johnson (vice chairman), president, Temple University, 'hiladelphia,

Pa.; chairman Citizen's Committee on the Iloover Report.
harol A. Rich ?treasurer), vice president, Chase National iank, Now York City.
Melvyn Gorden Lowenstein (secretary), attorney, New York City.
Mrs. Jack B. Fahy (executive director), American Parents Committee,

1IOAtD OF DIRECTORS

David Baird, vice president of Marsh & McLennan, real-estate firm; president
. of the Baird Foundation and the Lanmsing Foundation.

George V. Denny, Jr., president, Town Hall, Aic., Now York; moderator, Town
Meeting of the Air.

Dr. Hildegard Durfee, child psychologist; former supervisor of WPA Rhode
Island nursery schools.

Maximillian Elser, president, Elser & Cothran, public.relations firm.
Arthur C Fatt executive vice president,, Grey Advertising Agency, Now YQrk.
Dr. Benjamin hie, education editor of the Now York Times.
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max Grant, president of Money Meters, Inc., Providence, It. I.; active in philan-
thropic. work.

Carl A. (ray, president of the (renhy Manufacturing Co., Plainville, Coni.,
mentmber of Community Citizen's ('oiniittee oil .dhlocation.

Shelby M. garrison, former general director of the Russell Sage Foundation'
execmitive committee, National Social Welfare Assembly; board member, Child
Welfare League of America.

Mrs. George .1. llecht, board nmbemmer, New York Society for ('rippled childrenn ;
education division, Maohattan section of Girl Scouts.

LoWell lberg, associate general director of the State ('harities Aid Asmociation,
New York ('itv.

1)r. Mary Fisher" latgnmir, president of the Child Sttdy Association of America;
head of ile departm ent of child stmtily, Vassar College,.

Alden ILillvwhite, vice ehairnmai, Arlington, Va., ('itizen's committeete oti Pttblie
Schools.

Mrs. ('lara Savage Littiedale, editor. Parents' Magaziue.
Mrs. (swald It. Lord, board tetbeur of ('ototuottjitv ('iests and Couincil. Itic.;

former chairman, woiieii's division, National War'Fund.
I)r. Alfred J. Marrow. president, larwood Manuifatiring Co.. New York.
I)r. Ceorge S. Mitc hell, e\ecutive director, Soutlhern Regiomal ('ouicil.
(horge W. Natntlourg, chairman of tle finance cotnittee, Federation of Jewish

Philauthropies New York.
Mrs. I)orothv Norman, colimitist, New York Post.
Dr. Johl| K.* Norlon, professor of education, 'l'eachers ('ollege, Colntihia tui-

versilv; Mairniut of tile commtiittee of relations with goverittlillt, Attiericani
Council of iducatioti.

Basil O'Connor, president of the National Fouidation for Infantile Paralvsis
form, r president of American Red ('ross."

Col. Harol ltiegelhan, partner of Nordinger, Itegeltai & tenetar, law tirti.
Osar V. Rose, stiperintedent of schools of Midwest ('ity, OkIA.; ait uinolliial

chairman of about 400 school stmperintetidetits in areas 'where Federal Govern-
mtent owits a large part of taxable laud.

Mrs. Sat Rlosennnit, former chairman of National Ilousinug ('onference.
Mrs. Reevo Schley, member of the executive committee of tho iepublicati Na-

tional Committee.
Dr. Robert Sears, director, laboratory of human development , larvard Utli-

versity.
Dr. George N. Shuster, president of limiter College, New York.
Prof. ,. Joseph Stone, department of child study, Vatsar College.
Mrs. De Forest, Van Slyck, former executive of tle National Association of Juntior

Lea ties.
Mrs. Art hur White, member Board of Mental Hygiene New Jernev.
Mrs. Gertrude Folks Zitiand, general secretary of the National Child Iabor

Committee.
Mrs. FAity. The American Parents Committee has asked to testify

on the social-security provision its affecting children. We tre deeply
concerned with the' inadequate care for ouri' ever-illcreatsing chili
population. Studies made by our committee have pointed ill) tho
sermousness of the situation.

I also speak as a iloth, r-an employed mother--who can till 11e-
ciate the na Ny problems of raising it chld-psychological as wel as
financial. My personal exlrience, as well as my experience witi
the American Parents Committee, have brought ito shitllr) foculs the
many p~roblens of American mothers.

'vie House committee report states that---
ollCe tile ba.ic systeto ('f social security) Is firmly established, atry retiainitig
special needs of particular groups cali be assessed and ot ill all orderly fashion

'rith "partitular grotllp" for which I speak today is a lirge and
important group-America's 40,000,000 children.

,me bill passed by the tlouse inst session, i. it. o00, which extends
certain provisions of the Social Security Act, is most encouraging.
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But I believe, both as executive director of the American Parents
Committee find ats a mother--that the provisions have not gone far
enough for our children. As a matter of fact, in some instances
children have been overlooked. Tlhre are great gaps in terms of
the basic services necessary to protect the health and welfare of
American children. And it is these gaps, six of them in ibnlber,
that tie American Parents Committee is requesting to be filled-
through approval in your committee of the extensions made in the
House-and the following addition provisions affecting children:

First of these gaps concerns title V of the act-the services for
maternal and child health and crippled children. Ihese services aro
untouched in I. It. 6000.
The American Parents Committee is requesting f ill)prol)riation

of $22,000,000 for graits-in-aid to maternal ainl ehild-helalth services
for the next fiscal year. This is double the amount of tlio'current
appropriation.

Silce 1935 the Federal appropriations under the Social Security
Act lave beell enormously helpful in saving the lives of mothers and
children. Maternal mortality hits dropped 77 percent ald iliffalit
mortality 32.2 percent. These facts indicate that they call be reduced
even further. And the ever-increasing birth rate find higher costs
substantiate the need for this increased appropriation.

We have made a study of the necds of the maternal and child-health
services program whichliave not )een met. 'i'wenty-two States have
reported that they have had to curtail tleir services during this past
year due to lack of funds. At no time, we have discovered, has any
State been able to furnish State-wide maternal and child-lealth
services. This is a life-and-death matter-the lives of piany niothers
and babies could be saved. Without increased aid they are going
to (lie.

I would like to speak briefly about tlis program in the State of
Georgia causee I know, Mr. Chairman, you are vitally inter(sted in
these services. The health officer of Georgia reports that-

Georgia has 159 couintics, less than 50 of which have organized health depart-
ments served by medical health officers. The bhliipriint toward which they have
been working calls for 37 health districts of 2 or more comities each.. Th
critical shortage of medical, n'mrsin, atid sanitation l)ersopmel and more recently
the lack of funds, are greatly handicapping progrem toward this objective.

This means there are not enough well-child clinics, that there is
inadequate protection through immufization, as well as a lack of
other health services affecting mothers iand children.

There are still many midwives practicing in Georgia. Additional
funds for tie MCII program would 11ean further training in a nurse-
midwife program which could reduce tile high infant and maternal
mortality rates.

Another important phase of tile MCII program is tie one dealing
with premature babies. Fifty percent of the infant deaths during
tie first month of life are (life to prematurity. And yet, accordingto
the United States Children's Bureau, pne-third to one-half of tlese
infants (lie needlessly.

In the State of Colorado, there is a very good prenmature research
center at the University of Denver. Dr. Henry E. Gordon and Dr.
Alfred Washburn are in charge of it. 'This is used as a model for all
the surrotding States. They have asked for funds from tile Chil-
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dren's Bureau, which has given them $50,000 this year. 'Fie $50,000
grant, however, was not sullicient, and they are requesting another
$25,000 before the fiscal year finishes.

I have just recently visited it inodlern hospital here in Washington
with clinical facilities for premature babies. I saw for myself what
this crelt' adI protection lmeonus to these infants. After a few weeks of
special care ill all ieulbator their prolld ntothers and fathers, cole to
collet nomal, houncinig babies. It. is inhuna that any of these
babies should (lie needlesslyv-and shamefully so that so many should.

iligh maternal and inifantt deatth rates are not Ie('essa rily confined
to the South. But. in contrast. I would like to include at this point a
sttdy mnade of tlie State of Illinois. In 1946, Illinois idit a smaller
percent age of white nmt'vnial (leatlts than did 28 States. Illinois pro-
vides that, honie-deliverv-service nurses must he grad uatte registered
nurses inl tlte State, witlI special preparation ill at institute ott hoie-
delivery technics ttn1d procedures.

Of (te infants hori alive annually inl Illinois, approximateylv 5
percent are of pretnature-hirth tweiglft, aid devtiemnt. For thie
most part, each of tiese infants is at prolehil. W ihout special nledi-
eal attd lnr'sing care, tile Chihlhen's Bureati estimates tiat 50 percent
of theiti wouhl sttccumib. But, with adequate care, tile Bireau
reports that they have reason to bheve that ts many as 86 percent
migl. be stived.

I do not necessarily ieant to contrast. the North with tile South.
My point is that moie lives of mothers tiltd babies (al he saved in
Illinois, its \\-ell as int (eorgit and every other State, through all
increased appropriation for "Mat erial and child-ienlti services."
Section 502 of tile act. provides a liat stint be allotted to eaielh State
with Iidditioial funds granted on tie basis of the number of live
births as well as the financial ieed of thie State. This provision
assu'es that. the State of Georgia, with its higher birth rate and lower
)er capital income, receives tiore futnds thait tie State of llinois with
its lower birth rate and itigher per capita income.

]'art 2 of title V of tie act provides grants to the States otn a tuatch-
ing basis for "Cripped ehihiren's services." Tlhe American Parits
Comnittee is requesting an appropriation of $22,500,000, which is
triple t ie amount currentt lv aut horized.

Since entiactnent of tle oeial Security Act itt 1935, great progress
has been made by the States ini discovering and aiding ehihireit in
need of orthopedic and plastic treatment.. But there are iatny,
iiany more crippled children than thesei-and perhaps anion our lost
neglected tire tile chronically handicapped. We iave al seen time
frustrations and sorrow written on the faces of parents of theso
children. Their treatment is so often itinateially impossible for tie
fathers and mothers, atid they give ill) t hopeless despair of being
abl0 to help ttet1. Yet, tt1atty of these so-ealled hopeless eases ('tlt
be rehabilitated and can be dleeloped into useful, productive citizelts
ill outr society.

More that 22,000 crippled children were otn waiting lists for treat-
eitit., 37 States reported ill April of 1948. these children had beett

diagnosed as needilg treatment, btut their parents coul not afford
it. And they were put ott waiting lists. By )eeenthr 1948, tle
States reported that this ntutmtiber had ittreased to :11,400. Thirty-
six States have reported that they have litd to curtail their presett

417



SOCIAL SECURITY REVISION

programs by sending children home from hospitals, discontinuing
clinics, anti other devices which deny care to children. Picture in
your mind's eye, having to turn away a crippled child. Aside from
tile humanitarian point, of View, which is a compelling one, there is
the long-range point of view in terms of developing these children
and helping them toward useful, self-supporting futures.

A good example of the rehabilitation done under the Crippled
Children's Service is the cerebral- alsy prograin. Children with
spastic type of cerebral palsy have beeil helped to the point where
they can attend school, hold down responsible jobs, and even drive
aii automobile.

This is the kind of letter received by thill Children's Bureau Is
reported iii its testimony last session when they were asking for an
emergency grant for crippled children.
"I have a 7-year-old cerebral-palsy son," writes a mother iii Balti-

more, Md. "lie does not walk or talk. It would cost $3,000 to
sendl my son to school a year; that is, if he would be one of ti selected.
My husband's salary is $3,000 a year."

And here's another one from afatlr in Pontiac, 'Mich.:
"A year ago, on June 20, 1947, my wife rave birth to our second

child. She was born with an open spine. 'fhe doctor in attendance
called in a nerve specialist, but lie shook his head and said, "I'here is
no help for her.'

"My wife was not strong enough to carry this extra burden in
addition to caring for our' year-old son. I al;plied to lapei, Mich.,
a State institution, but, was told wlhien lr number (750) came up we
would be notified. After 6 months I applied again an( was told to
write to Coldwater, Mich. I received a very courteous reply, but
they, too, have no room for our baby."

Not too long ago these children were considered hopeless cases.
Spastics, they were called, a daily heart-wrenching sight for their fam-
ilies; an inducement for pity friom strangers. But it. has been dis-
covered that, these children can become useful citizens and take their
rightful place in the community. Can we deny aid to these child'enl-
and commit them to an embittered, helpless, and miserable existence?
I earnestly urge that this committee place itself on record in favor of
aid to America's crippled children and increase the appropriation to
$22,500,000. Let us not doom these children to wretched, useless lives,
but try to rehabilitate them to useful, productive ones. Tie invest-
ment is large in dollars but it, is infinitely larger in human values.

The third gap we would like to see filled is in title IV of the act-
"Aid to dependent children.' There are a large number of children
in tile United States who do not have enough food, clothing, nor ade-
quate shelter. If there is not enough income to meet the family needs,
u~ntold hardships are inflicted on these children. The present act and
II. It. 6000 approved by the House of Representatives provide grants-
in-aid to the States on a matching basis for needy children whose
fathers ar'e absent from tie home because of deatli, divorce, or
desertion, or if they are incapacitated. The American Parents Com-
mittee supports the request to broaden the definition of a "dependent
child" to include needy children of the unemployed father. Although
it is true that children of unemployed fathers do benefit somewhat
through unemployment, insurance, tio average duration of benefits
is only 21 weeks, and the average payment under unemployment in-
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surance (in October 1949) was only $21 per week, regardless of the
number of children.

With present living costs, there couhl be nothing saved after the
21 weeks' compensation ended.

Senator Mil-,LKIN. Once those periods of benefit in the unemploy-
ment field have passed, then do most of those people pass into public
assistance?

,Mrs. F.iuv. They have to go on plublie welfare of the community.
There is no Federal fund for needy children.

Sellator MNIiii KIN. I was referring to the father.
Mrs. F.niv. No. If the father is in ithe home, they can get nothing

untler the "Aid to nccdy children" program.
With present living :osts, there could be nothing saved after the 21

weeks' condensation ended. Nor would there be any lush living on
this sum.' This is scarcely enough for a family with'one child. But
what. if lie has live children to feed, clothe, and maintain shelter-the
basic essentials for aill children. Any child without then is a needy
child. Without provision for these needy children, an unemployed
father, desperate with worry over his family's hunger, mav he forced todesert them in order that l ik chihh'n m eat. I am sure it is no one's

intentiomi to bring about the disintegration of family life-nor is it
amivone's intention to contend that aid is forthcomilg if the nimiem-
plhved father packs up and leaves. But that, is whatt can happel.
flith whole objective of the "Aid to dependent children" program is to
keep families together, providing financial aid when necessary to main-
tail a chitl ill his own home.

In extending the "Aid to dependent children" program to include
chiltlren of fathers whio are uineml)vlocd, there would be no new
problenis ill terms of aldministrationi, ialsmtulllch as tile salle State antd
local agencies woull, administer this program with their experience
of tle past. 14 years.

In reply to our request, tlit Federal Security Agency has stated
that tie estimated cost to include ntctly children of imemploved
fathers and it tlit salie time make the other changes ill title'IV
(primarily changes in tit formula determining the Federal share of
State exiinditurts) would li approximately $180,000,000 a year.
This figure is subject to moditication as ecollonlic conditions chanigo
or as tit, social-insurace s'stenli is modifittd. If m'Ineiploynient-
insurance coverage should lo broadened, of course, tie estiimated
cost would le reduced.

'here are al)proximately 2,11,00),000 work ei who art' not covered
undtcr the State-Fetleral unmployment-isurance system, which
means that tit work's when unelployed will need financial aid in
order to feed their families.

We are also advocating, as tilt fourth gal) wt want. filled, that the
provisions in II, It. 6O00 requiring residtnce re(iluremt'nt of 1 year
before children can receive hell under the "Aid to dependent children"

program be rescinded. 'lite American 1ieople are given to great,
population shifts. In 1 year ending April 1948, approximately
4,500,000 families moved to ia difirnt- State. We cannot. restrict
this movement., nor should we, nor can we deny needy ehiitm
eli.ililit. for aid because their families have move;l.

fiho fifth gap which we are requesting be ihitl is included ill 11. R.
6000 uitdtr the herimanent- atd total-disability provisions. 11. R.
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6000 provides benefits for workers in covered employment who, after
specified periods of en1plovnent, become permanently and totally
disabled prior to reaching 15.
The American Iarents Committee is requesting that, this provision

b amelded to include benefits for dependent children and mothers
under the permanent- and total-disability provisions.

lhere again we have the ease of the dependent. child and t he' ,iees. ity
of keeping the family together. 'ho presence of tile another in tihe
hionie is essential for'the proper care and guidancet of young children.
1)isability insurance, like unenlploynent compensation), bears no reia-
lion to the number of dependents." A family of five will soon exhaust.
its savings, if any; and we urge that belnefitsbe included for the needy
dependent children and mothers of the disabled.

Senator .MILmLaKI. May I interrupt, with just. one question?
(in the last, page thid. yoll were reading, there is a suggestion that,11. R. 00O ..ioul he ext ended to inchd, henmefits for needl dependent

children and mothers, instead of limiting benlefits to tho disabled
workers.

u rne ou suggesting a. means test, for needy mother and childrenUnder this pro(gramll?

. FAIIY. I am never in favor of it means test and certainly not
in insurance programs; however, it, is required under the law iM
assist anee.

Senator M1LLIKI. Would von favor, if anything were done about
this legislatively, making it. clear that a means test. iA1l1 not be applied?

NMr's. FAIY. I would, sir.
Senator 'MILLIK N. And pay the bill on the universal basis?
Mrs. F,\uY. That is right.
The last gap vhich we would like to see filled and equally as impor-

taut in terms of our children is in part. 3 of title V--"'Chil-welfare
services."

The American parent,; Committee suplprts the administration's
request for an appropriation of $12,000,000 for the next fiscal year to
carry out this program. I. R. 11000 provides for amending part 3
of this title by increasing the grants from 3.5 million dollars to 7.5
million dollar annually and authorizing the use of Federal funds to
permit the return of iunaway children who cross State lines, when
this expense cannot otherwise lie met.

In asking for $12,000,000 for this program, I would like fir-t to
point out. the increased child population in the United States which
Jumped from 41.000.000 in 1940 to 46,000,000 in 1948. With this
increased child population, it. is logical to assume that we have a
proportionate increase in problems of children and parent-ehihi
relationships.

One of the important, phases of this program is that. dealing with
juvenile delinquency. Millions of youngsters every year get init,
trouble. Whether ift is the 8-year-old caught robbitig ('andy stands,
the 12-year-old breaking windows, or tile 15-year-old swiping a ear
for a merry joyride. These children are not necessarily potential
criminals. 'They are not, necessarily delinquents, particularly in the

unger age group. If they develop into liardened criminals, we
may well bllame ourselves for bing delinquent in not finding the
source of their problems. The shocking all-time high of juvenile
delinquency during the war has eaied 6tf somewhat, but there are
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still too IUanv Child'en showing 11 ill tile courts ealch year to pernit.
lis to overlook thelll as just ," bad kitis." It wolid be easy just to

lassifv theii atll that wily and theln go to work otl ole cuire for ''bad
kids.'" But each proilei'n is iil'eremt. attnd expert, professional and
patient giuidanet an '1d carv ate narneeded to help the so-called bad kids
from really' going )bad.

An inct'atseid approlr'iation would mean a tdditiotli expert staff
people to delve into thew background of these youngsters and work
out so1e kind of practical solution to keep thel from eventualsociall disgrace and perhaps prison.

Ruth l (ilpil, atssoiat professor of sociatil work ait the U'niversit y
of North Carolina. writing int the Annals of t iw Anterian Acalde y
of Political and Social Science. points iIp tile need for calse worke'S
for delinquent elildr'e. She says:

As muich its the case worker tiiglit like to bei al, to -alithlish definite attil ili-
fallible criteria for the swivetion of a partictilar kind of care for ait delinquent child
(or atv child) lie lias discovi'ri'd that hie call nll iioane. It. la nolt been Im sihle
to describe th chih or alth family situlion whie'h will lit iaato a static scheme of
evaltaiat ioa. For example, should the cave worker dare to t perati' on tie theory
hlat ahe child who is rejced att home. and therefore getting iio trouttle, is; tie
oti wilao 'aa live coamforably ill aaiother's home, lit woutl I i' y'rv next dl "ay come
apoa the lad Who, rejected al home, fights a cotinatal hate it) win love and
recognition front his parents. A sarutnge set of parents simply could not bo
sulstit ties.

The American Parents Committee believes that. delinquent children
and those with special behavior problems are entitled to skilled and
expert, counsel. Ihe millions of dollar I'S spent oal tailtainilg jails
and institutions for children could be reduced if action is taken before
the delinquent, turns into an incurable thief or untlrderer.

Child adoption is another important part. of this progratmt which
should he expanded for the beneit, of both prospective parents and the
chil. We have read many t ities ill omr newsapel,'S of tie heart break-
ing strtgglo over chiltrtn; a yotitg mother whiio agrees to part with
her child and k. yeatli, later waits hiat back. The foster parents have
come to think of him as their own---their love is just its great as if he
wtr--and the child is caught it(, lie middle. Adequate adoption s-erv-
ices throughout, tie count rv-skilhled case workers, to follow through
with legal procedures according to iaw-eoul avoid tttiit'eh of this
stress and strain oit all the parties involved. Bliak-market, adoptions
of children are at blight, 6n otir child services-it disgrace to our demo-
cratic society and a threat, to both tile real parents, the foster parents
and the inttnocent chilt who is solt for a price. Tie increased appro-
priation would provide the adoption service that is ntetled.

1 would like to report, at little ittcident, very close tt tnt' which points
u1 (it nt'ed for a killed welfare worker. 'f'It' woman wito takes eare
of iny little boy during tieay vtwhile I work is a widow with live
ehild'n. She "was referred to 'the delpartmet of welfare early last,
December to discuss her problems itt her own hite. She wasn't able
to mak ends inttet.. Shoulti she give ill) htr house becalase Iir It)ay-
ments were getting behind? h'lhe earliest appointment, site coul get
with a case worker was January 25, and after sitting around ill tile
olie all afternooln-, youngson itt toiv-she had to leave before
her history wvas taken. "ter next appointnt'l is sciedaled for
March 10." Meanwhile, her problems Ittoilatt, atd there is tlotling to
do bait wait. lere is a woman in need of skilled advice, someone
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trained to sit down, talk thing, over 1nd advise her on what is best.
Bill we do not have enough welfare workers--because there are not.
enough funds to ay them--to handle, this case. If my housekeeper
is being put ol or 3 lontlhs, yoll can pll1preciate, I amn sure, that
there are Inay, niny more in her position with enmlegecyll problenils
that need inullediate'advice.

These, gentlemnen, are the gaps which we see iu, tie Social Security
Act whieh affect American children. We urge that your conlnittee
take action to see that these gaps are closed. Not only woull millions
of Children b enelit by such action, hut the benelils to this Nationwould be inliltneiasural~le.

hie ( .,IaM.AN. Are there any questions-?
If not, we tlnulk vou very muell, Nt. Fahiy, for your appearance.
MI rs. F' ul-, 'lhaik yoi. \lr,. Clhairmnl.
The u.u NT.AN. Mr. Blair?
NMlrs. Pult,\:,11. 1 am speaking in place of Mr. Bilir, who is ill,

Mr. (2hairnlan.
I aim Mrs. lemtu Purnell.
'1ile ClIAIIIMAN. You are M's. Purell from Amherst. Mass.

STATEMENT OF MRS. LENA L. PURNELL, NATIONAL CHAIRMAN,
NATIONAL CONSTI UTIONAL COUNCIL, AND TRUSTEE, COM-
MITTEE FOR OLD AGE RETIREMENT. AMHERST, MASS.

lArs. lmmmNE.,. Yes, Senator. I 11l11 Mrs. ,'1lna 1'. Purnell, national
chairman of the National ('onstitutional (uuncil and trustee of lhe
Committee onl Old Age Iletiremelit, and illy address is 10 ''ylr
Place, Amhrst, 'ass.

Mr. chairmann and gentlemen of this eonimilttee, at this tinte I
would like to express the sincere tip 'eeittlion of the (onunittee for
Old Age Retirement, of the National ('onstitut ional ('ouneil, and of
"we, tilt-- people" for the privilege extended to tile to contribute our
suggestions at tiis discussion of the base inequities inherent in our
dual system of old-age assistance.

Our present Social Security Act can no longer be t earned all experi-
nment, it is till arm of the (overinent that is ever present and reaches
into every home ill our Nation. It insures, to t" limited degree, tile
health, tappiness, and security of all of ''we,. the peo le."

Thiert have been tii11erotls'heari11gs, at colisiderlab e expense to our
taxpayers, for the purpose of correcting this faulty legislation. All
have been worthy, with this niain objective ill view, to promote tile
common velfare'of our Nation through our elected representatives.
In spite of the sincere elforts of our welfare ollhciahs, both State alld
National, this program is still far from satisfactory. If it were hot,
we wone d 1 ot be here today. I do feel, however, that we are still
making progress.

Tile suggestions 1 amn1 about to make will he few and concise ant],
I believe, worthy of your careful considerations. 'l'he tare basie
and do not attempt to'deal with detail or adlninistratiomi. We shall
leave this to tile wiser heads of our Senate Finianee (onlnittee, to
those who have a better unde1rstading of lilt, issues involved, and tile
capaeit,. of 0111. national leaders to cope with then.
At, the Inonlit Ne art, grateful to, anud lililidful of tile wisdom of,

our predee.osors who under article I of our so-called Bill of flights
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insured us ti , right to petition this honorable inathering of our statt's-
metl on our own behalf. ntakinz hisl our privilege aid inl, tentl right

illder the Cost it tl iol of thi' 'ited Stattes of America. \Ve iaudl
strive not to ultusie them.

it is th ex pressed judgment of tilt' Supreme Court of the iUnited
States tit tIII issue involved in the successful admfllitration of
welfare program is, and I quote, "of national siope," and I now refer
you to tl Supreme ('ourt's finditip in the case of lbIru'ring v. Ar'i.
( .S. 6 e19'. W' are heartily it accord with this view and there-

fore recomnmeni d the following chaiges in out present soi'ial-si''ity
structure during, the legislation now pIttdin!:

1. 'l'ei abolition of our IStIlt llilual svtelttu--Stitte atid National.
The i'tahlishti.lt of a uniorm Federal old-age pension system whose
sole Imtloritv shall lit, Vested in. or Within, our Federal (loverment.

2. The eraidiiation of the i nl test, wherebv ieed and I i resiiri'e
are ti prime tequisites for eligibility for betielits under this net.
We would have estalisheil only all tgi anid t citizenshipp test for thoso
wvho apply for aid.

3. Ou' organi. ations, the Ctommittee for Ohl Ago letirement. to-
gether witlh til' niny other old-agie petnion groups nowv atillitated
under tti nme of tlhi' National Const it it iontal Council. are seeking
to lu'e established a Federal ohl-a.git', pension of $00 ) pir Iontl to
ever citizen of tile, V'iite'i State lit) years of age and over. regardless
of need or t'esourves. nr'.ardl'st' of tai'e, c'i'eil, or polite is, asses elltills
for the same to e levied, controlled, and paid to recipients by th
Federal ('Iovertll'lnt direct, ilidep'inldent of aniy State's right to Inter-

,vne therein in its distribution rit disposal.
4. W t'ei'ttOtml d that such payments start on tilt, dati' of certi-

tii'atin of tilt, individual's eli,,ibility and tluit, owing to the present,
hight 'ost of living, thiy should not i' less than $100 per montil, in
conformitv with tile labor pensions already granted. lye admit
luving ninilio deillnite estilnate of tit,, cost--tiese facts are hard to
cotne by- therefore the nlolthly paymnte'tts might of nei't'ssit' havo
to lie pired down to balmice with existing revenue intake under this
pt'O.t'a InI.

5. We propose' all retirements. insurance, and wel fi' progtans be
gradually assimilated by tht, Federal lo\'irmuient in order to aid in
elititing tite high co;st for director, and investigators which eat,
into tlt savings of thie itsuried. tuiece;sitating a li's'ser annity.

6. Ave Wish to submit to the tttembers of this iommitteeO tile fol-
lowing suggestion:

That the prx'sent social security bill No. It, It. "AO t% a , 'itted to cover the
foregoing recomnuti'ndut ions for nationtn guaratitIed security, which %%ill Ix, in
conformity with the t'onstitutiot of the United States. hfore lwi'g eni'ted into
law by ti' House or Senate turiug the present seksion of tlie Eighly-tirt Congmss.

7. We protest the present. S ial Seurity Ait. as heig uneonsti-
tutiotal, as it is both preferent ial and discriiinatory toward ourt aeiA
people. We protest again the passage of the new social security )ill
6000 upon pre'iselv tho satie givOunis, it is unconstitutional, as it
once more servi's to divided ''wi', tilt, people" as a.,wholi'.

I luive tried to state briefhly andl to tin' point thle llnt of outr pe'ti-
tioners. We beliievie that. ouir suggestions will he granted tile satno
consideration given to otiler.

42 3
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I am prepared for repercussions upon this subject, as many of you
may regard these suggestions as a still deeper venture into socialisn,
but we believe it to be tile common-sense approach to an extremely
diflieult problem now confronting our national leaders. As representa-
tives of our pension orgiizations, we are motivated in the action we
are takag because we Ilave been in a position to observe nt first hand
the want and fear of our aged citizens and to fully realize tile total
inadequacy of the present, dual program.

Our State administrators have labored conscientiously, but the load
is too heavv. It has become a Federal obligation which the Federal
Governmneit assumed with tlue passage of tile first Social Security
Act iin August. 1935.

I would like to add--and this is addressed to every Senator pres-
ent-your constituents are not rebelling so mucih against their burden
of taxation as they are against its unequal distribution.

I challenge tile Senate Finance Committee oil having produced tile
document under 1I. R. 6000 called for by President ruimal ummder
his 12-point program, and I quote:

ART. 2. We believe that it is the Federal Goverinment's obligation under the
Constitution to promote the general I eifare of all our people-not jtist a privileged
few.

And again:
AlRT. 7. We believe that. old people and the disabled should have an assured

income to keep them from being dependent on charity.

And tie closing point of his 12-point, program:
We believe that all Americans are entitled to equal rights and equal oppor-

tunities under law, and to equal participation in our national life, free from fear
or discrimination.

We protest that the bill II. R. 6000 does not cover President Tru-
man's 12-poiint program.

I thank you.
Tile C,;A.1MAN. Thank you very much, NMrs. Purnell.
Are there any questions?
If not, we appreciate your a)pIarance and thank you very nItlle.
Mrs. PUJRNELL. Thank you, Nr. Chairman.
The CTAInMAN. Without objection, we will place in tile record at

this point a statement by NIr. Claude A. Blair, of tile National
Committee for Ol Age Retirement, anid Mr. William I. McMasters,
of National Old Age Pensions, Ine.

(Tile statemients are s follows:)

STATEMENT OF CLAUtDF A. BLAIR, CHAIRMAN ON STATE ANn NATIONAlo AFFAIRS,
NATIONAL COMMPtT-rmE FOR OLD-Anr IFTIRFIMENT

Mr. Chairman and getttlemen of the committee, the public in general wish It.
to express their appreciation for extending tile privilege to appear before your
body in this great eause of guaranteed security ald tile constitutional rights of
"we, tle people" as a whole.

It is with the greatest of disappointment that I an unable to appear before tile
Senate Finance Connittee in person, as I have given ny life to help all Members
of (7ongrtwo. Government departments and intividtals. The recounendzitions
and suggestions may have had some bearing in arriving to tile solutions ill which
the United States Senate Itesolittion No. 141 under the requirement of the ('on-
stitution has been drawn into this picture.

It is our firm belief we have reached a ttrnirg point in all G'overnutent legisla-
tion, and we hope that the coverage of benefits and taxes with the necessary
legislation to serve the interest of all call and will make a better confidence to
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work together as- a whole of the people and not of the States. We have just re-
peated tilt law of tile land.

DEM'I.A|tATION OF INDEP-NDE1NCE-tINITEID STATES CONSTITUTION-UNITED STATES
S1111iE COUt'I'-IAW OF Tilt' LAND

In the ('onstitution which we are attaching for reference you will note in May
1937. lcldrcriag v. )atis. the Supreme ('olirt rnled that old-age benefits that a
power which is national only call serve the interest of all. The question is why
are not following tile ruling.
The highest of conrt officials have advised "we. the people" to get busy. They

have given authority oil rules. Only- a judge call rule oil laws. Also, they have
placed tit, spotlight oil unfairness, 16nd1 it is stated law not dead. but asleep.

I format ion front States show. that t lie pension quest ion should he pursued oil a
national level, as it is iin:possible for individual States to adopt a program.

The general Inbli' plainly ,.lres themselves thai t .e U, united States Senate
nade an error when they originated what is now caled social security knowing
that tile 'ollstilltion c.:Ils for guaranteed security. The fir.-t Senate Ad%i-ory
('ovineil recoielded elm n tillting the ills tevt. The ('olstitt ioll, aq you
will note, lw tile following to say: ('olgress epimot deleurate their power of law-
makiig to alny exeeuit ive, department. or Statae. which should rutle out tile proposed
Ftate welfare. and administered by obvt ructing justice.

The Unliteud States census records of 19-1 show 1l65,000 dilTerent systems of
pisionst lhrotughotit tile Nation. We must atree no0 sulch ,tislition call be
hainied ill a lifelim,. 'he Selnate Advisorv ('oncil melnilers say private
poetsioiis is not lilt answer to lilt, problem. With the passage of the Sectrity
Act, thlil Federal Gtoveri'u r t in-sutin'd tile responsibility.
The President of the I'nited Stiat"e of Amerieca statettient which acconmpaies

II. It. 6000 reads as follows: The present coverage of tile social-security laws
is altogether ittiueqttte ald beluelit payments art' too low.

There seems to ie ill congresss those who thitk about all theru' is idttdr 11. R.
6000 is old-age survivors insurance, anid very little attettioni if iiv should be
givellito the ucollst it Illt iolal di iding of "'e. tie people" who should I' handeI
toget tier as a whole. It ati item of January 16. 19.50, of the hloston Daily Record,
both Democrats amid hlenpullicaus speak of broader coverage, We, tile people.
\\allt a national pension tlit serves tile interest of all, and they want to make it
self-slupportiug.

The people do not care about records of 1955, l1960 and 1975. ''ltev are inter-
ested in reducing lie tai\' ail liavimi, I heir own Representatives who ire now
receiving gratits of both oli-age survivors itismtrance antd assisatce, the Advisory
('ouucil that hits cost t'e tal\pavrS A25,000 inl tile Senate and tnore ill the louse
recomutlentd correct ion of wv'akitess ill tie responsibility and tie administration
program as there are vide ditTerences with gaps. Tle best gtuaranmty is it right of
protection earned, atid Imtist include all aged, and it should le administered lit)\-.
lBesp onsibility and tit' let hods of meetit tie requiremetlts have failed, 'Tile
advisory report, readjust ments are urgent, social si'curity ignores adeqtite sl)-

port. lidden means atnd fear has deprived Iany l ople of their guaranteed
security. The advisory council report. There has not beeti sufficient food,
clothing, medical attetution, and other bare necessities of life,. Members of tile
council believe Federal grants shmhtil Ie as getuerotis as those of other categories.
Ma- we reconlmeld that Mrs. l,eina I,. Purnell, chairmall of tile National

Constittutioal Council of At'rica, and tier stalT lit appointed to sit ill with tle'
lawmakers antd the Federal Security Agency administration to iron out this great
problem aid report back so that lsohlition 14Il tider requirement of tile ('otl-
stitution and tile legislation call be acted on within the next 30 days without
asking any increased appropriatiots or taation, aud to give satisfaction bele-
ficial to all.

Reslectfully yours,

Chairman ott Stat' atd ,Nalional fairai, and Copislitudioial
Advisor, ,National Commitlcc for Ohl Age Rai, :.lmul ('oast to Coast.

P. S.-It will be appreciated if in my absence this report call be read into tho
records.
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A REPORT TO TUE SENATE COMMITTEE ON FINANCE FROM TIlE ADvIoSV COUNCIL
ON SOCIAl, SEcuRITY

SENATE HESOITION 141

(80th Cong., 1st sess., July 23, 1947)

Resolved, That the Committee on Finance, or any duly constituted subcom.
mittee thereof, is authorized and directed to make a full and complete investiga-
tion of old-age and survivors in.uranco and all other aspects of the existing
social-security program, particularly in respect to coverage, benefits, and taxes
related thereto, for the purpose of asisting the Sennte in dealing with legislation
relating to social security hereafter originating in tile House of Itepresentatives
under requirement of the Constitution.
The Advisory Council makes it plain that not all of the men and the women

are eligible or protected.
Methods of preventing dependency haVe failed.
Public-assistance payments have serious limitations.
Grants made from general taxation as of need.
Old-age twsistance can be increased without State cost.
Old-ago assistance will increase because of Federal law.
Facts, changes in public assistance program Is of serious concern.
Basic security, pressure for more Federal funds.
lResponsibility of public assistance belongs to Federal Government.
With the passage of tile Social Security Act, the Federal (government assumed

the responsibility for the aged.
A special investigation of Federal grants is worthy of consideration.
The program for 1940 cost. $403,900,000. Why( did it, dro) to $104,800.000

in 10457 What about affecting community life and business?
In 1940 there were 333,000 families receiving aid, and in 1045 255,000 families.

What is the answer?
The number of broken homes and families not given.
The council believes that there are many gaps.
The social security ignores need. Wlat about the State administration?
The council feels that there is immediate requirement to eliminate gaps and

to correct the assistance of the Social Security Act.
More extensive Federal participation and readjustments urgent.
The council recommendations are to give assistance adequate support by tile

Federal Government.
The council feels that $340,000,000 can cover cost effected by old age.
As long as the means are lacking, many requirements remain hidden.
The council believes that Public Law 642 of the Federal Government should

supply three-fourths of the monthly payments.
The committee making this check believes that any difference required in tile

monthly payments would be willingly paid by the general public banded together
as a whole.

Important: There is a wide discretion in eligibility, and the council believes the
Federal Government should guarantee prudent conlsderation payments and that
grants should be uniform.

The council wishes to express only a sound method to preserve the Federal
system lies In the readjustment, the principles, responsibility, and funds necessary
to finance, careful study, self-sufficlency, anld harmony required for health and
decency in the Federal financing of the old-ago assistance on a basis whereby tile
Federal Government will pay the total cost.

While'the Council believes in flexible methods, tile Constitution is not flexible
and cannot be changed.

CONSTITUTIONAL REMINDERS

Congress cannot delegate their power of lawmaking to any executive, depart-
ment or State. Note State laws. 0

It is punishable to obstruct the administration of justice.
Forbids Congress from infringing upop rights of the people.
Protects people against intrusion in the homes. Note what the States and

local investigators are doing.
Guarantees the security of the people. The word "social" should be changed

to "Guaranteed Security Act."
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The people were determined that their Government should not have the power
to invade their privacy. Note what the investigarors are doing.

Protects against double jeopardy. What about double taxation and demand
for property liens?

Secures the right upon Congress and not tile States.
Gitaranteei the right of citizens. What about representation on the boards

and councils?
CONSTITUTIONAL REMINDER AND GUARANTIES

Provides rights shall not 1)e construed to deny rights by the people.
The Government has no power to interfere with rights of the people. What

about the Ilouse refusal to allow debate? Was not such a method encroachment
by Congress?

Are not the State and local investigators trespassing under sanction of the
constitutional statute?

Are not the States prohibited from nbridging the inmnunities of the citizens by
denying Federal grants and equal protection of laws?

INDIVII)UAL RIGHTS

What part of the Constitution limits a person's savings, earnings4, owvnings, or
deprives a person from working at any age or if receiving a paid protection?

UNITED STATES SUPItIE COURT

Ifehering v. Davis (301 U. S. 619) May 1937.

OLID-AGE liEN-FITS

The problem is plainly national in area and dinincnsions. Laws of the States
cannot deal with it selectively. Only a power that is national can serve the
interest of all.

Mrs. LENA L. I'll NE~l,
Chairman, National Canstitutional Council.

ClAtulmi A. llAIR,
Chairman on State and National Affairs, National Conmittee for Old Age

Ietirement, Coast to Coast.

STATEMENT OF WILLIAM It. MCNMAST'nS, OF MASSACIUSETT$

Mr. Chairman and gentlemen of the committee, my name Is Villiam II
MeMasters, of 448 Broadway, Cambridge, Mass. I an' president of National
Old-Age Pensions, Inc., and vice chairinan of National Pension Connittee.

I have long been an advocate of a straight. national pension for qualified citizens
reaching the age of 60 years. l)espite tile many legislative efforts that have been
made to circunivent this basic idea, nationally and in the States, the ultimate
trend toward that, goal has never shifted. Little by little tile old-age assistance
title of tile Social Security Act has been broadened until today the Federal
contributions overmatch that of practically every State in the case loads. This is.
not so in Colorado, Washington or in much-publicized California. Here, we see
the States outmatching the Federal Government.

I feel that it rests with this committee to suggest a simplification of the whole
problem of old-age pensions by having it handled entirely by the Federal Govern-
ment. If this step is taken, the present labor-management troubles with respect
to pensions will be solved for all time. The democratic doctrine of equality will
supplant the present inequality among the States, which exists in tile old-age
assistance title of the Social Securitv Act and in no other pension stalutes. I feel
that it. is now time for the elderly citizens of the Nation to be treated the same lit
Mississippi as in Massachusetts, just as soldiers, postal employees, elvil-tervice
employees, and all others who benefit either from contributory or noncontriLutory
systems designed to protect them against want In their old age.

The CHAIRMAN. We have one other witness, Mr. George H.
McLain.



428

STATEMENT OF GEORGE H. MoLAIN, CHAIRMAN, NATIONAL
PENSION COMMITTEE, AND CHAIRMAN, BOARD OF TRUSTEES
OF THlE CALIFORNIA INSTITUTE OF SOCIAL WELFARE, LOS
ANGELES, CALIF.

'\i1'. 'MtI AtN. Yes, N it'. ('1111i 11111%t.
'l'ltel ( 1t IM.4N, IIV lIt S11a111a, Mrt. NI cill littid iduiilif Yolii's.lf,

pltise, sit', ft'[ I Ili ri'vord.
Y'ou are, elitirimai of thli Ntiitidna l'visitot ( 'otnit il'e'?
ANI,'. Mte1AIN. ',\I' 11a1n1' is (4411ige II. NVdli. i f l0:11 Solnili

(1 imid Avvenue, I ,os'Angeles. ('aOl- f I aIlvil hea Ii'fore yolu as cliii tai
of the Nat ional l'eiisioii('ttt tee an' fits - tiar it o II~ lielir d of
I tist cts of t ie( ( 'alifoittiat I istlitle of Soild l~lfi t.

(bIte light doserihe IIy\ pi'optutsi , tt followtinig wotiIs:
I Titdei' 111N plain edt'ilrfll ( 'overi'tiiti 4se111 t'tle lenplo.t'

as thli itiat e-llig tontii iito ft' iat siligle slain I rtsi o titi lteitsii i
4svllt 111at will ecitibritee aill (fllnit 'eimm.es t1ut1 11111t will reotgtiZeN but1
0it0 rT( fit retneit. 'l'loat r equil dtoa hII iteeul

'li 'til tlisevet' 111lot d il itiring Ih list few *v-4' 11tis i giadlifiI
est ailislaiiit Ilitigltw ittor Nt iain of a spieiailfpiv ilvgvtl frt'ip of
V vit sit'ers renlt nlsient oif t'liiss le~gisliti1 ionl of I' I, ost im-it'iti it tl'Iv lild
I refer, of ettursi', to Federall, Stilv ii tuitv 11i11nil eli v ivi l-st'-v ii' ,'iit-

plttyets. -jilt 1xem school tel atIet's, polneei, firvieliei, VI i ellera -tot
VIII nqiuasi goveronie;m it I itii iiionls, to jt11itli iiilil v itid

rititid vttployeesi, it) seiti ju Witl i itil ptivii ct'tttt' ivpi'sutntii'l
to titetli'- tof out' St ate a1m11 N totitil legislivi i 1 Iitiths, aimil it) I hoso
t10W t10\10e14d biv (h levtderutl Sovlt Seltivt y At.

'Whil it' teeki% lls piipit s iintlerw t II i tor ie III eeil tv i \liy ci
port ion of t1lit', ptisutois II(twitl Y( VIVI 1\~v

this sitedal type of pi'(tt'et itu.
IHousewives have just its i'eislti av it'ri lit tto vxltt'i till aiviltota

priviegedpell tiny her podeson i geirsincs a w in peth (pelit,
priov'isionis of til social Selit AM't, mituIhose whoi~ eveit todaiy are,

'ltoiighlilhino t datlth of he1rislaiii letid fitIlt wttrk on jiliititns
I1 lttve wittelteti tlti'(otcti of Att-ilg0 s(4tit'it% 4'lttoii imotre ititpiitt
Il ifi today wte have it tiitin1lcm of divet'sthiel ret itemitnt sv si ems,
lahti.'l iittottsiste'it ill pris(1in anid ill tt(t'luny atid wiith ai't it

thiem'selves to tlto wvorkes' itiereaiig deititds for secilnitv4 in tleit'oltI
ago anld t'annigeents' contertn for their abtilityv to liiitto suvh setiiit4'
Oil all1 etliitfile and1( peoutoileilly feasible 'basik lhttless ('otgress
Rota upon nit accepjtle formu'ula,ir ty ltusint'st ini the 48 States will
have ita prolemin of working out, its ownt uteoori'hid~t individual
Solution. If this iii permlit ted to liappmil oui' ('ailttrv will Ilie favetl

wil tbtsttd ftuiehtd ltsiott pIlanls, which atml inlly will iot
comprise a real suoluitioni, fitll tlio -'(tsk of straighitenintg itit. suelt, it
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sil 11111 ioll will Illerel.% Ill, dvi'vi-l-ell to I lilt ill( illill I it till % ilvillillidilig
solut ioll.

I reslivo f till v slibillit fit voll rellilvillell, it slight, S11111dill.d. lilliforill
IltI 1 Aloll SVSIVIII 111111 %Vill tNt;ll 'I'll, T till oill. vilizellm 111141 111111 will rectig-

tdze hill ime retpliremmit. That rviiiiii-mitiml to Ill% iwild.

svillifor NIII.I.IKIN. Mr. ('11101-1111111, ililly I 11A it Illw4tioll, plellsO

Thv YVA. S1.11111or.

svittliol. 'NIII.I.IKIN. Wovel-Illilliv till Illive (ovollsil6w till, I-4.111hollship

bmweell diese privillt, pell-liolls llil.1 11w job 111111 is Illfore Its.

Willi I wolild lit, voill, rellf-I ioll I o I his : lissilillilig 111111 14)(111 v we Were
able to lills-1 it him: of 111v killd Illat N-4111 Illv sliggesti 11 g, %%-(fill wokild
prevvill 11110 from Ill-voillilig 11 lww' pliltellit for 11mv 111"itillioll (of-
11101441st'd priville liellmiolls, 111141 11111s pre4vill it IvIlMilioll or dw stilM,

prollivill ?

Nil'. NICLAIN. 1 (10 1101 Ill-lit'VP 111111 wv shollIll lilt%.(, tillY other

hIsioll m-swill, villit.l. priviliv or govi'l-lillivill ill, bill 11 sillgiv S1111111111.41
ill 1111 tit;, livople. . P,

S411111101' M 1, JAKIN. Do YOll SllggtSt 111111 it W011111 110 110S.A110 10
pass it Illw forbiddil I g it privah. livilsioll firrilligmilvill ?

Mr. No. 11111 undvi- my Ildvoi-flev (Ill-re wolild lilt 11111.411.%
IM * V 111441 for it priville livilmioll. I doll't thillk that people five lieve-a-
sallih. loohilig for it IwillsiOll ill their ()lit lige, I dtitik it k more it
lillitivr of seviluil v 111"llillst destillitifill.

SPIllItOl' MILLIKIN, NV011, 11111 or vollrm Ilolw of Illese sillwivels ig

St it I iv. NVIIIII "-it 111111 4-011011414- IMIJIV is. lilt 11-4 lkqSllllltv, It $100
-vI, fill IM 114 11S4111111% 111111 (mill - wv vollsidel. that

livilsioll, 1111h .4111

Its till right. Tht'st, slibjects lliv llot stilliv.

N I I.. NICLAIN. Thill i q 4-01TV0.
Smintor Nlmi.wm Next vent, SitV. 111111 Might lit' 11414111-4 111VI-411Y

it liew sprillgliollrd fill- 11 lW%*V q'if 1;rivil(v livilsioll 1111111s, and Illell
Iliv pressure's 111111 (lit, problems of Collgress wollid 1w just the sallitt as
1wron"

Mr. I Illfive livvel. 111,141 it) tilt' lillilosolilly of grallfillg it
pellstioll Its it 111111111 ", of rip"Ill. Af1m. till, (if wilm villili, wolild it $100-

111-111011111 pt'llsion he (1) it milliolmire? I ill-it) lit'litwe this to lit, litilt,
Illore I Iffill 4ollild itcolloillics, its it will givo it lillsit. 1110 volit-1,04% Illir-
AlliflAilig to 11111 111 0111e, who will revirvilliltv file illonvy its tllty
revive it for tilt% niteessitivs of life.

Colltribillion shollill 111% 1111141t, bY vvIwvoIw dilring Ilivir prolluelive
vvIll,4. , I'lle vill plover, forillstillive, kvoillil bevolitriblitillgoilly toww'd

Ilis own filtillIP pi'llsioll if lind Whim If(' livit(Is it. Ill (his proll lsvll I)IIIII
I lift ( lov . r 11 nittlit will replact, I lit, villplover fig I lit, lillit ellilig co I it rillillor.

It 1114 lM, (10114itivred ( lpillion that. tilt, Poderill floverlillivill Should.111 it ll(%IISI f $7A iiier moittli to thom, who out pi-tivetoday Ili% *!Il i till 1)
Illev 1well it. St I ch revipivilts sholl it lit, fillowi'll fill oillsilit, im,0111101 ill
additioll, of it vallit, of $30 pi'l. month. W11(tro 4oth 1111111 Illid wiftl
tllllllif%-, this 1411111 1:1olillilli. Income wilhill 11 1 1, limisloll 111111 outside
varnii;g netiviCy wit I I I totid $210 litir molith -W1101I.N. vollsistmil with
111v sillgll liniii. Of $105 vili'll.

814111101' N111.14KIN. May I w4k if %-(ill have ninde any pstimlites of
tho cost. Of your jimposaf?

N11'. MCCAIN. NO, SMIRIOl'; I 111WO 110t, 11111do am, pstillultes (if tile
cost. of I his plall, 111111 volivillved thilt, it, Would till Ilillell Illoro v(solloill-
it-ftl (Iltill the ploposills Of tile 11111011dillenta to III. It. (1000, its proselit
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cost, and also the cost of administering, and the payment of, our
present various pension systems. I am making an estimate, though,
of the plan.

Pensioners with no outside income or resources should be permitted
an additional $30 per month, if needed, for medicines, health services,
dentures, eyeglasses, orthopedic appliances, et cetera, such payment
going directly to the vendor with the recipient retaining the right of

... ctvien, Hospitalization should be available to all recipients, and
an adequate funeral benefit for a decent burial.

Age requirements should be flexible and in keeping with the times in
which we live. Today, I don't think I'm far off the mark when I
believe the age requirement for men should be 60 years and over and
for women 55 years and over. A pensioner should be allowed to own
a home and household furnishings, and $1,500 in other rersonal
property. The act should include all presently aged persons who can
meet the qualifications.

Senator MILL!KIN. Going back to your preceding remarks: If you
had a universal pension, in time the pensioners would practically
represent the taxpayers, would 'they not?

Mr. McLAIN. Yes.
Senator MILLIKIN. They would be, roughly, the same.
Mr. McLAIN. Yes.
Senator MILLIKIN. So that the pensioner as a contributor, as an

employee contributor, would be paying his contributions, and then
as a taxpayer would be paying for the Government's share of the
contribution?

Mr. McLAIN. That is right. It would be a spreading of the tax
base.

Senator MILLIKIN. That gives you no difficulty?
Mr. McLAIN. No. I believe that everyone would be willing to

contribute toward their own security from destitution.
Senator MILLIKIN. I notice that you are suggesting that the time

will not be far off until we have to reduce the retirement age to 60 for
men and for women 55 years and over. Would that be a compulsory
retirement?

Mr. McLAIN. I am absolutely opposed to compulsory retirement.
I believe that-if you will notice, I say: "during the productive
years." I believe that a man and woman should be permitted to
work as long as they wish. I believe it is essential to the welfare of
our Nation that we have mature minds in places of business.

Senator MIJKIN. We are finding ourselves in this kind of aposi-
tion: There was a time when a grade-school education was the educa-
tion that most people had, if that much. Now most people are aiming
at at least a high-school education and there is an expanding philoso-
phy that almost everybody should have a college education. So you
have an unproductive group at the first part of your scale, with a
tendency to lengthen the period during which those who are in that
group will be unproductive.

Now, then, when we move our old-age retirement ages down, as
you suggest we may have to some day, are we not requiring a very
narrow segment of our productive population to carry not only their
immediate burdens but all of the burdens of that enlarging group at
the beginning and the enlarging group which you suggest at the end?
Will our economy be able to bear it, in other words?

/ /

/
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Mr. McLAIN. I believe, Senator, that on the basis which I did not
mention, that anyone would cease contributing as long as they were
productive, as long as they had employment-I think it would prob-
ably balance itself.

Senator MILAKIX. I don't follow you on that.
Mr. McLAIN. I say that I do not propose that anyone ever stop

contributing to such a system.
Senator MJLIKIN. You would not suggest that a boy going to school

would contribute, and you would not suggest that anyone that had
retired contribute?

'Mr. McLAIN. That is correct. I would not.
Senator MIM.UKIN. So I repeat my point. With the pressures which

you are suggesting at the far end of the scale and the pressures which
are leading us to longer and longer periods of education, you are
contracting the segment that must do the producing to pay the bills.

Mr. McIAIN. Yes; those who produce would pay the bills directly,
in contribution, those who are working, and the over-all taxes from the
general fund to make up the present employers' contribution.

Senator MILLIKIN. I have suggested in this hearing, and the chair-
man has stated that lie is going to call witnesses in that connection,
that we have reached the point, because of the increasing longevity of
people, where we must give more attention to the problem of junking
people in the industrial workers' field at a premature time, leading to
the end point that all people should be permitted to work as long as
they are able and willing to work and for as long a period of time as
they are able and willing to work each day.

I have brought to the attention of the committee an experiment in
England, where a factory has built a special building for their aged
employees, who may be able to do only 1 hour or 2 or 3 hours of work a
day, and the enormous stimulus to morale that that sort of an oppor-
tunity provides.

Have you given any thought to that?
Mr. McLAIN. A great deal, Senator. We find, today, under the

public-assistance program as it deals with old-age assistance and blind
assistance, that our present social-security provision which provides
that all outside income, earnings, and resources have sentenced these
people to idleness. And it is not good for their own morale, and it is
certainly not good for the community.

Senator M1IILIKIN. I want to make very clear that I am not think-
ing in terlis of substituting their work as a substitution or reduction oftheir benefits. I amthinking of allowing them to continue to work
for morale and self-respecting reasons, and also to hold up the produc-
tion of this country that will be necessary to sustain any of these
systems and all of the other things thatwe have ahead of us. In other
words, we cannot afford to lose any part of the productivity of the
Nation.

Mr. McLAIN. That is right.
Senator MILLIKIN. And if we keep contracting it, keep the people

out of production for longer periods at one end, shorten the period at
the other end, and do not find some way to keep maintaining a con-
stantly increasing productivity, we will find our econonomy tied up
like a pretzel.

Mr. McLAIN. Not only that, but the morale and the health of the
individual-an elderly person is much better off if they can work and
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(t) someit kind of work, where' thevy couldn'tt. fit. into ri'gular industry.
Thiey could Ilo'. Ilwius. Th'le vldi'rIy wvomell could hitlpi inl lioiist'wtk
or. net. 114 bilbly %it ters. Or the elili'rly pi'rsonk is -part. t eiiijitinry
work which is not compell i vi with Ii aor, hant is, t hosted who are' not,
any longer ablte to work andt whot thesiri' to ret ire oil it pt'tsioii basis.

Senlllittt NI 11L.1K IN. I uSeil to h)t', ait. Itost I Wall Vilcintiii als, it
latwyeri. Andi I know of caists where' ehlerly law virs Witl 1 hillianit
ca1111011 cOIIIv to) Ii'I oii'ciil n it a1s toiiiseftirs dur11iiig tit In' ornling.
Theiiy art, slirp aind kt't'i du ring tin inornin g, ad t1m lamake great.
co101111 t jots i t i'~ law firms which hiavi' tile hlii'lit (if ('Oil use1 of
that. kii1td. lBut t hey franlkly admhiit (tat I hey fill, off ats the1 day1N grows
longer.

Well, it svemis to Ilt' t( at i t criniv to) lose, eiliter profes'sionlliy
01' ill ilie gtiivrall workt'r. fielid, tu st'r-v Ites of peiple, whil an' til to
work andl who wint. ito work.

Nil-. NI CiA! N. I ht'litVt' t hit WO huiVel fouitiiluritig tOli will where.
Ilost telderly peoidt' wholt hil thet opportlinty,111 t lt litiieath were
working in'h t il , 1!111( p lan t, at. o s t ni' ty of work; 1111i as1 You SIIy ,Mt'iiat or, 1 hehievt' it 14it a riml' to seth teuct' any grouji of pe-ophli' o
idileeso. Andi only hy ag it) ouo gelt t (liperlilet' aidtite knowi-
t'dgt' tf life, aind it is Vtery Villiiide for ilot olli.y our liesit gemiera t ion
hbt.liiur futart' gieneratitons to tonie.

Ill stiiilt ionl, while t his phli is4 sliiipli I helt'i' that1 ait Il i illi'
tiio it, is tiiilmost logicilit II piact ital yt't pitopost'i. I hlivi' travelld
Somei 3,0010 iiiilt's Witli tilt' sinlei'll hopit atl gtill t'lli'in will ateivpt
this; proposal inl tilt,' light, ill whitlliIt is offeilli aii11 il lit it will revieive
your helst tojisitlerat ion. Mly t'i'iiitiilivItal )id Ipilo~sophy a1-i lit'dsi
uptili tli' Convittion thatl out'agt'i -- Ins ma'n it fa 'rist hi;Ia itin -

art' eat itled to liuimi digit y and not tchairity ats d it'ir hirtlirigit.
Anid I might adhd, gt'nt lcmt', thlit t lit' 'till tirieai1 all, such ais

liiilit55iti lulpivailly liltI iiliei il, t'tlilii he included ail a1 catet-
goi'a l ail, 1ns well Its 0i0 nettl4N Ciidrten, anld uliimnloyilaent rt'lielf.
Ie''lin~, ht, 1u1iiiei oymnivilt rtle wii'I liii'v'e 1 lit. aill tf t Iise

(lovet'niinent, I Iii'lit'vet i lit. iitiilloylieit. relief shtiuld m ldit' i is-

St'aatol ir'Inut. Mr. Nici,11iii, ait tilt Opemiing of yoursaelvl
You sail, I tinuk, thait, you it'o lianint t(ft tht Naitiouid Pt'nsiomi
Vomnniit tei.

Nit'. MUIvAN. Yt's, sir.
St'Iintor BI'Ii~t. I wals just, wondritng if you~i are (ltn sitit Mtlain

about whom it very interest ing ai'ticio uppt'neretlntitly inl IAok

Mr. NICLAIN. YVes, Sp'nntou, I 1111. You wiill notfico dhuit illy gilsst's
are nuot. Painted onl. Theiy lt' livie.

'fIX IIAIINIAN. NMr. (oIVit'I, 'i~ulti youl Slit'd ay light tin tilt, iliiil
pimary ctst of this p~ropo~tsal, $76 pt' iith pius $31) per mionthl to hi'
tiai'metlii ouitsitde 'iilot)3ilt., and whenl attA t'ari'n to li e xtt'mitt'ii
by the Gioveirnment, foil mau'tiiai and gentinai health se'rvictes, anti sto
forth, at the ago of 0) for mn anti 5A for woiliil

Mr. COHEN. No, -Senittor; not right now.
Tlt)i CHIAIRMAN. ha8Ve 3N'Ol ally figuVreso Oiti IIW 1111y 11101 inl the

Unit43d 'Statesi now nro 110 yearsOh
Mr. COmIINN. YOs.
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'lh (II Al ltM.AN. Ati(l to iitoinhi'r of wonteti wh-Io art'( 55 yt'ars old?
MIr. C'OHiEN. YVA; we do0. WeV coali givt' voll Stoilt figiure;s ott t hat.

I t hiiik roughly, n,; I rt'tollet't ditert aro 1611t ha11f lginli as~ Ittaniy
lwpt' le hot wt'elt it ait 4165 its t ht're lart (15 a1nd over. 0 1'l1tre iq at sub1-

Tlhe' CHIRMA t~~N. Wit hiu 4tlk briltkt't . 'I'llill ('01114 YOU nlow giVe
11A thle ttswt'r, itsA toho ll tanv11111 1i' inl the country i re tilt vt'iors old
1111d hlow% %ay omnieii are 55?

Nit.tl . I don't have it. With Ine riglht ait the( Silvold, hilt wt
Cliff SliIIpIy it, Sena11tor,

The it Clit tA N. I Wo114Ihi e lald if volu Nvoild.
(TIhe' iliforina t (ionl to bie Su~pph itd follows :)

EIbifltdi ifiro population ofi thr Unitojfr ShiI,'a

'A 1 3' 5 id 'ttl' il 1141 i11p A 1114A NItim 13)m

l1 % i 1 4 1 '7 1 7 I 3 311:%1- 1 16.2 31 4111
1I " 4I. 4) 3 1

171 : 11 2 37 2 321

'Ilth (' l IINIA N. Aity' (111A054IttS ?
Neinala Nillikill, do vou ha11It' tany filrt her qluestiotns?
fIit til (-oInlI-eti h IlearitIg t his ilijornuiig.

'Ihaik i'~l vt'rv Ililtel fr Vil 11ivi I'det ninee $'.
Nil'. NIvl4 IN. I wiSh to tIlIk VtOll, gtiit~ltitli, fill' the OjpOltilttity.

(Thi' rl'upon, tit 12:101)p. Ill., O~lt' vciltilliti4 e i'tet'sstd u1ti i Nioltly,
.Jart. :4), 19)54), ait,1t)ia. ill,)

('1110t foiltiwing 111a(t dial WAR Sl~lnti tl forl tllt' rt't'ord :)
8T.ATi:IlNT OF ARlTHI t. It lvlt, DiIl'tit 'O Tilt' SO101 C(ARtOLINA S ATE

VIKt)NS tOF Tilt: SOC'IAL SEtl' no Acri (11. It. 11110)

ITppretitt thet opporilill ly of Altrhig wvilh ytou someti Of the reasonsa Soth

I tut'it I it, aoildu setklrl vatt rucl lire,.
Tlodiav le 1I~1 tti I(to t1iiv pteople worrited lby a lifinhl senset of tllaerlirityv. Nitit

Wats ntlwtys lllltil'lt for stetril y, Of c'ourse: toil a itewlv ltt'l 11 t tia'of
Itita'tiity 1114 tiluivileti (li 14101 for setirily Vinto it tlin~ g fortt'. Tis fort'

pI zt 11111.
Whett the Stwtal Setritv Avt wi'a t'inctled Ill 11)35, it, IN-111 phittuit't thlitt t(ht

t't1t rilittiolry litaurawiltes would provide th ist' Ilastevtel of evttivi prtlttl ion fib

ftor lt'rstlwIn lid tond for tosel whot would ntot tinvt'al twt pjlorlunitY to enril
1tillitQ plrteti on. It wa.. ext et't'lhat tldtlige sst ante rolls would be
rt'dut'et al people' earnetd Irottectloll %indt'r t it( tont ributtory ltirttit't. Tihiit it

,rte hi l ow ia'tOrt %,oil (i11. .4(00) goea putir way lii t'xtetidtig Ithte tovt'rage tof
tile' lilltlraltv progranti hut still leaves (iit ilmportitull groups~l, itai'tltiziily farlatirs
tiiit fari lihtr'rlt.

as etompartil to liitot 7,804) ngetl ple't ree'I'iig 1)ASI ht'iolts. l'rt'sttly thlt
iltinbtr ttf agted pt'rsonA rt't't'ltll ohd-ag' mms.lttie lit Stouth Cartuttia Is 302 lit
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each 1,000 persons over 65 years of age, and those receiving OASI bveiafits, only
88 per 1,000. A study of the occupational backgrouid of recipients of old-ago
assistance ill South Carolina shows that 30,000 of the 40,000 were farmers or
farm laborers.

Only .12 percent of South Carolina's cmployed hor force is in covered employ-
ment. Our aged population is increaing rapidly. As a result, the cost, of pro-
viding assistance to the needy aged is beco:ning al insulportaile burden on State
funds. Only through the extension of the social insurance progratn to all the
gainfully employed, can wo expect a decline in the old-age assistance load or the
number of children receiving aid.'l'hu bill goes a long way toward correcting the defect of inadequate henelits.
The proposed formula (50 percent of tile $1(11) of monthly wages amild 10 percent of
wages between $100 and $3,600) is weighted heavily it; favor of Ih e low income
group, as it should he In a social Iisurance plan. 14 , neims lpend upon earnings
and thus the plan strengthens the Incentive for the individual to increase his
earnings. With this hasic proteclion, the individual can supplement his income
through his own savings, resulting lit the contributory insurance program assuming
Its proper role of preventing dependency.

l,,ven though the system is oxteniled and benefits liberalized, it will ibe several
years before the social Insurance programs will provide the greatest protection to
the majority of our population. Therefore, it Is ieccssary to strengthen the
assistance programs to neet the needs of that large group of aged persons, de.
pendent children, and disabled persons who were unable to attain coverage inder
the contributory Insurances and must delend oit public a.sstanco rather than the
social Inisurances to which they have contributed.

Ii. It. 6000 proposes a number of changes which will greatly Improve the public
assistaico programs.

In tie field of social welfare Sout It Carolina has moved forward. In evaluating
the social needs it South Carolina, we must accept the fact that its popimlation is
the youngest of any State in the Nation. South Carolina has a greater percent of
children In proportion to its population than any other State. This results it the
financial load of public welfare, in terms of income-producing population to finance
public welfare, being heavier In South Carolina than In other States. Besides,
outh Carolina is a State where per capita hicome is consistently low. We still

place third from the bottom among all States. This results in fever people being
able to accumulate savings sulicient for their later years.

It is needless to point out evilences of our flnanclal Inability to cope with tile
assistance problems Vnaided. However I wish to emphasize this by a few facts.
)uring January South Carolina provided assistance to 40,000 of its approximately

90,000 aged persons and the average payments were $23.09, a decrease of $1.61
under the June 1049 payments. This situation is equally true In aid to dependent
children. The State provided assistance to 23,608 children In January with an
average payment of $10.73 per child, a decrease of $1.87 under the Jne 1049
payment. *South Carolina provides assistance to Its physically incapacitated
through Its general assistance program, presently provi ding assislatico to 4,93,4
persons with an average payment of $15.41 per person, a decrease of 76 cents
under the June 1949 paviient.

I have already pointed out that South Carolina has a very low per capital Income.
I wish to emphasize that South Carolina's per capita income In 1948 was only 61
percent of the national average. This means we must have substantial help from
the Federal Government If South Carolinians are to have an equal standard of
living with the people of the rest of the country.

The formula as set forth in i. I. (1000 willgo a long wvay in alleviating the
needs of the low-income States. however we believe that the basis of Federal
financial participation in the cost of public assistance should be granted ott a
basis of the State's relative econotnie capacity to provide funds front their own
resources.

The proposal of 11. It. 6000 to extend coverage under the assistance programs
to persons who are permanently and totally disabled will go far in closing the
present gaps and adjusting the Inequities by meeting the needs of these unfortunate
members of society whose need is often more aeute, than thoso who are given
assistance. We would urge you to redefnethe defliltion of disability as proposed
in the new category. It Is our feeling that'it should be broadened to ncltutdo all
those who are needy because of disability. Many disabled persons through cura-
tive or preventive measures can be returned to a self-supporting status if assist-
ance Is granted at the proper time.
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\o would recommend that the provision in 11. It. 6000, providing that medical
and hospital care be charged against the individual monthly ceiling of the recip-
lent, be modified. We would sugge t that the recomamendation of the advisory
council, that medical care be handled separately on an average cost basis, be
adopted.

We would recommend that, the committee give serious consideration to increas-
ing the amount for child welfare services to $12,000,000. In a State with 42
percent of our population composed of children 18 years and under, we are par-
ticularly aware of the need for expanding and strengthening services to children.
Daily the need to provide services and facilities for the protection and care of
homeless, dependent and neglected children becomes more acute. This affects
every citizen because the future of this Nation rests with its children; they are Its
greatest resource and its greatest responsibility. The extent to which the Nation
maintains and develops its democratic ways is dependent upon the kind of citizens
its children become.

Finally, it Is my conviction that only through strengthening the structure of the
Social Security Act along the lines outlined above can security for the aged, blind,
children, and handicapped be placed on a basis which guarantees the self-respect
of each person, and at the same time reduces public assistance rolls and public
assistance costs.

DEPARTMENT OF PUBLIC WELFARE,

11io. WAIm GEoORE, Dallas County, Selma, Ala., January 18, 1950.

Chairman, Finance Committee, United States Senate,
Washington, D. 0.

DEAR MR. GEonto: At a meeting of the Dallas County Board of Public Welfare
which was held today in Sehna, Ala., there was considerable discussion on bill
If. It. 6000.

We, as board members, are vitally interested in time passage of this bill, It. R.
6000, Social Security Amendment Act of 1949. This bill which is to liberalize
henofilts, to extend insurance coverage, to provide permanent anni total disability
insurance to workers covered by old ago and survivors insurance, if enacted, will
eventually reduce the number of people in Alabama finding it necessary to seek
and receive public assistance.

The proposals to expand Federal participation In the public assistance and
child-welfare programs would assist the States materially in meeting the needs of
those now receiving aid and service. We are particularly concerned over the
group of people who are totally and permanently disabled. This group would
be greatly benefited as the Federal Government shared in the cost in the same
manner as for old-ago assistance and aid to the blind.

Wo are asking your continued interest in legislation pertaining to public welfare
snd for your support of II. It. 6000.

Very truly yours,
Dallas County Board of Public Welfare: Chris Heinz, Chairman;

Dr. S. 13. Alison; flon. 0. C. Blanton; Mrs. I. G. Cadden; Mrs.
J. D. Giles; Mrs. C. W. Wynn, 1ev. E. B. Warren; Mrs. Clinton
S. Wilkinson, Secretary; Ralph Nicolson, ex officlo member.

DENVER BUREAU OF PUBLIC WELFARE,
Denver, Colo., January 24, 1950.lion. W^VATmn F. GOxonox,

Chairman, Committee on Finance,
United States Senate, Washington, D. C.

GENTLEMEN: Upon behalf of the city and county of Denver, and at the request
of Mayor Newton, after thorough discussion with our staff of the Denver Bureau
of Public Welfare, I submit for your consideration the following recommendations
with reference to H. R. 0000 amending the public assistance sections of the
Social Security Act.

1. Old-age and survivors insurance: The old-age and survivors insurance
should be expanded to include the groups not mnow covered and should provide
for an increase in the amount of benefits. This would greatly diminish the need
for old-age assistance. The need for aid to dependent children would be dlmin.
shed by increase in survivors' benefits.

60806-50-pt. 2-19
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2. Federal matching: I urge that no reduction be made in Federal reimburse-
mont to the States for aged and blind from the $30 maxiinmun reimnburscment for
each ease, as provided under the present law and 11. It. 6000. ,

3. Residence: Since Colorado proves more liberal public assistance than many
other States and in order to prevent a probable consequent influx of those it need
of assistance to Colorado from other States, I urge that no reduction be made in
maximum State residence requirements permitted in i1. It. tl000.

4. Medical care: I cannot emphasize too strongly the need for Federal a.sist-
aneo to States and counties to meet increasing costs of medical care now borne
entirely by State and county funds. The provisions of It. R. 000b should ho
amended to provide that the Federal governmentt pay at least one-half of tho
medical care costs incurred by the States above the regular inaint specilfid iII
each category.

5. G oeral as F ance: 11. It. 0000 provi es for grants to States for ald to tee
permanently and totally disabled. I urge that the word permanentlyl" e
changed to "chronically" in order to hold out some hope of rehabilitate r in seoi
cases. Exhibit I, attached, is a statement concerning chronic disability aniongj
the recipients of general assistance li Deliver which shows that about two-thlrds or
all recipients of general assistance In iDenver are in need because of serious chronic
p physical or mental disabilities.

Without the Federal assistance herein rectunnnded, the growing welfare neel
within the city and county of ienver cannot be met oi the hasis of budlgeted
family need according to the State pesoriled standards ol adherenc to Federal
requirements.

I call Your attention to te letter submitted to you ly Mr. Earl M. ouns,
director, Colorado State Departnent of Public Welfare, which makes reconimfen-
dations concerning It. Rt. 0000.

Respectfully submitted. ago IREN HE D , rtr.

ExMOmr I.-lmtIoNmC PHIilCAL. Oft MENTAL DmaIAMmmmrr AisoNo THN (mwIFNFAi.
AsiaiBAoCE mntaClPINTS or turm iswvm n rUReAI c O P ime nt AssIsTAoN a

A study of general assistance in the Deliver Bureauof Public Welfare for March
1049 showed that 06 percent of the recipients were suffering fronm chronic physical
or mental disability. Some tables accompany this statement based oe a sample
of 052 cases, one-fourth of the total general a uistaneo ease load for that mnith.

It will be seen that the general assistance group in a somewhat elderly group;
57.7 percent were over 50 years old and 32.7 over 60 years old. That is to say,
approximately 1 out of every 8 clito receiving general rsstance was over 0
years old. (See table I.)

The major physical and mental disabilities from which the clients were Suffering
are shown In table 11. Old age Ineligible to pension, heart disease, arthritis,
diagnosed etMal illn, tborruloi s and rthopedic Impairment loom tip as.
the six m or disabilities. They account for 40,3 percent of all cases receiyvbg

utiral asimhtane In the month studied.
Other oI est, besides the major 20 thbre listed, Included aneia, bronchitis,

diabetes, kidney disease tumor, herni , and a large scatteriiig of other diseases.
Only 107 cases including the 20 ch ldron amid youmig people (Shown ill table I)

were free from anentaL or physical disabilities. T t Is to say, of the adult ease
heads, only 12.5 percent were free from recognised physical or mental hamidicaps,
most of which were chronic. o

These serious mental and physical disabilities are ever-present elements i the
need for public assistance, evep when the precipitating occasion for distance may
Involve Qther troubles. Table II shows the stated reason Whk' assistance was
given In Matchl 1040. It Wivll be m'~Cted that chronic physical or mental disability

Ptjol ,tdd for 64.1 l~oreenut and unesmployment only for 12.0 peremt although
Mte Mis the mtitith Whbh tinemloythiemt Is most likely to be prevalent. All other
6=66mi of Ithmnddlite need, including temporary illfiesses, accounted for only 23.3
percent of the stated reasons foltit II iv r
dmmdil b~ae fetnepyia tmna isaiity. Mamywao, bod.

tidd;..Abot on-sith ee4 omeor ticheat. Mat eed continuing heavy,.
lGigtls stpt.Adtefaealotofteew-hirda Is probably greater'
in pooto hnteco fteohr@etid
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Of these clients suffering from chronic mental or physical disability 15.8 percent
have received aid from the l)enver Bureau of Public Welfare for 9 years or more,
8.0 percent of theti for nine or more years continuously.

TABIII 1.-Ages of case head l

Cas". Percent Cases Percent

Under 0 ..................... 8 .4 6- 1)1 chiqIve .................... 37 5.7
17-1I Inclive .................. 21 

"  
70-791 inclusIvo ................... X1 I 1

20-29 incltnsIve ................... 6 9.6 11 n I lnchisve .................... 13 2.0
30-S9 Inehslve ................... 74 11.3 91 or over ......................... I I S001
4(1-419 I1celwv ................. 1 108 li Ukow ...... 1 .015
41-59 IIntllusve ........... ..... . .11 25
W-6"4 Incl ve .................... I 30 19.9 I I al ....................... M2 2.....

I The, ,'" head, , d , not necei srlly meni t he head of the hotlhold. Tho case head Is the person toor
on lihlt of whom the alId In grautet. It on'y lm a newbrr chIld.

The 21 voung folks between 17 and I), inclusive, are mainly aid-to-dependent
children ivho are being allowed to finish high school with the help of general
assistance.

The 130 between 60 and 04, inclusive, lack eligibility for class B pensions,
usually because of citizenship or the long State residence requirement.

The 37 between 05 and 69 are ineligible for class A pelsiols usually because of
citizenlship.

TABLE 1.--The 0 chief causes of physical or mental disability of case head

Old age ---------------------------------------------------------- 69
Ileart disease ----------------------------------------------------- 65
Arthritis ----- ---------------------------------------------------- 41
Mental illness diagnosedd -------------------------------------------- 36
Tuberculosis ------------------------------------------------------. 31
Mental illness-unidlagnosed ---------------------------------------- 24
Orthopedic inpairment, Including amptltatlions -------------.-.--- 21
Pregnancy (prenatal and postnatal problems) - ----------------------- 18
Broken bones ----------------------------------------------------- 17
Alcoholism -------------------------------------------------------- 1
Eye trouble ------------------------------------------------------- 14
Stomach ulcers--- ------------------------------------------------ 14
Cancer ----------------------------------------------------------- 12
Asthma ---------------------------------------------------------- 11
High blood pressure ------------------------------------------------ 11
Paralysis --------------------------------------------------------- 10
Recent operation ------------------- ------------------------------ 10
Cerebral vascular accident ------------------------------------------ 8
Anemia ---------------------------------------------------------- 8
Venereal disease --------------------------------------------------- 7

Out of 052 cases --------------------------------------------- 442

TABLE 11l.-Reason general assistance given (March 1949)

Chronic disability: Cbs.s
Chronic illness ------------------------------------------------ 266
Old age ------------------------------------------------------ 102
Mental illness ------------------------------------------------- 27
Orthopedic cripple -------------------------------------------- 11
Eye trouble --------------------------------------------------- &
Mental deficiency ----------------------------------------------- &
Deaf mute ---------------------------------------------------- 2

Total chronic disability (04.1 percent) --------------------------. 41&
Unemployment (12.0 percent) --------------------------------------- 82



Total, all other (23.3 percent) --------------------------------- 152

Total cases (100 percent) ------------------------------------- 652
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TA1BL III.-Reason general assistance given (March 1949)-Continued

All other:
Tem porary illness ----------------------------------------------
Absence of principal breadwim er --------------------------------P regnancy ----------------------------------------------------
Insulticlent resources -------------------------------------------
Assistanco from relative discontinued ............................
Awaitilu paym ent -----------------------t---------------------Strand. ............ .........................................--
Bread Inner needed at homo ----------------....................
lmpris,.m ont of family head ------------------------------------
Schlool opportunity (a1(d to dependent children, child over 18 in high

school ------------------------------------------------------
Alcoholic .............................................................
Part-timo employment .........................................
Other .......................................................

AAA

(alto
59
32
14
9
80
5
3
3

3
2
1
7
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MONDAY, :ANUARY 30, 1950

UNITED STATES SENATE,

CoMITTEEr ON FINANCE,
Ilashimyt(ot, 1). C.

Tihe committee met at 10 a. Il., pursuant to recess, in room 312,
Senate Office Building, Senator Walter F. George, chairman, presiding.

Present,: Senators George (chairman), Kerr, and Millikin.
Also present: Mrs. Elizabeth B. Springer, acting chief clerk, and

F. F. Fauri, Legislative Reference Service, Library of Congress.
'The CIII'lMAN. The committee will come to order, please.
Mr. I. A. Fink?
Mr. NAYLOl. Mr. Chairman, Mr. Fink was the gentleman that

made the arrangements, but, Mr. Ahola and Mr. Brader and myself
are the committee representing St. Louis County of the State of
Minnesota.

'111e CHAIRMAN. Who is going to be the spokesman?

STATEMENT OF THOMAS J. NAYLOR, COUNTY ATTORNEY, ST.
LOUIS COUNTY, DULUTH, MINN. (ACCOMPANIED BY TOIMI

AHOLA, CHAIRMAN, BOARD OF COUNTY COMMISSIONERS, AND
SPENCER E. BRADER, EXECUTIVE SECRETARY, ST. LOUIS
COUNTY WELFARE BOARD, ST. LOUIS COUNTY, MINN.)

Mr. NAYLOR. I am, Mr. Chairman. My name is Thomas J.
Naylor. I am tl~e county attorney of St. Lo'uis County of the State
of linnesota.

We are particularly interested in sections 303 and 344 and 323 of
H. R. 6000, pertainiig to the proposition of giving assistance to the
aged as welI as to the blind while inmates of so-called public
institutions.

I woull like to just make a brief survey of the mechanics of the law
as it confronts our welfare board and out county board of eonmnis-
sioners in the State of Milesota.

St. Louis County has an area of over 6,000 square miles. It is
larger in area than the State of Rhode Island. We have some 34 or
35 incorporated villages and cities. Because of the vast area and
because of so many of the villages and cities located on our Iron
Range, which is front 05 miles to 105 miles from the county seat, it is
necessary that we should be able to take care of and have at least
three or'four different centers to take care of our welfare problems.

I would like to call the attention of the committee to the fact that
because of our peculiar situation our county is a county that has a
diminishing asset, namely, timber and iron ore, Twenty-five years
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ago our assessed valuation ran over $350,000,000. As of this last
year it has boon reduced to $187,000,000.

With thatsituation confronting us there was a large group of large
taxpayers as well as public officials interested in the welfare of these
aged people and the %lind, and they formed a large committee, and
we went into this situation of building infirmaries in order to take
care of these aged people.

We in St. Louis County-and I think we pioneered in this situa-
tion-went to our State legislature, in 1947 ant had enacted into law
a bill which would provide for and permit At. Louis County to estab-
lish and build hospitals and infirmaries for the aged. We did that in
the hope that some legislation would be passed in Congress that would
obliterate the sentence in. the law that established the fact that no
olage assistance would be rendered to aMyone who w40 in a public
institution.

Back in November 1040, Mr. Brador, our executive secretary of the
welfare board, received a communication frore a Miss Hoey, stating
that as we had sot out our plans, as they wore then estitbliahed, they
would not permit Federal aid to be given to the inmates of these
institutions; but stating that there was a bill in Congess that would
permit, the establislhment of lhoopitals, and that thove.who wore4nmates
of public institutions could recevo Foderal aid.

On the atrength of that, we started at onco, and we have built 'one
infirmary at Virginia, Minn., which is 05 miles from the county seat,
Duluth, and is right in tho middle of our county, in the northern
section, so that it can take care of the aged there.. We built that in connection with the Vjrginia Municipal Hospital,
but then we canie to this fact: that from the fact that it was a munic-
ipal hospital we could not receive aid for the aged.

We then ehausted all the avenues that we thought we had,. in
determining whether or not we could, under the present law, receive
Federal aid- and I have with me some exhibits that, if I might, I will
loave with the committee. One sets out an attorney generaPs opinion
of the Stato of Minnesota stating that as far as the State law is con-
cerned, there is nothing that would prohibit us from leasing our in-
firmary to the Municipal Hospital, but due to the restrictions in the
Federal law we could not obtain aid from tho State to carry on this
Prposition..
- Then, in order to clinch the matter we wrote a letter.to our State
dirpetor of welfare, and he likewise hold so and then a letter was
obtained froni the solicitor of your Federaf social welfare, and he
stated that tnder the present law Federal aid could not be granted.-

Now, gentlemen, I would like you to understand this situation.
Under our State, law, the State pays two-thirds of half of the amount
that the FPod6ral law permits.' The county pays for old-age assist-
6nee, one-sixth. Then, In the 'event that other aid is given to old-age
a sjtane people over and above tl~e amount allotted by Federal funds,
the $tate Will come in with 40 percent, and the county will pay the
bal#AAi of 80 oement.- ' .f, f; " .I1.

The0fre, If the law is not changM (sections 803 and 344 it would
66e in butble t Upon the county Of St/. Louis to stand the ontie charge
tknd thi0*penae #f maintaininS these people in these infirmaries. And
In .3der tit"t the committee members might realize that this is not a
penny ante pyopoeition, the hosptl at Virginia is costing us $990,000.
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Senator KRn. May I ask just how much is "penny ante"?
Mr. NAYLOR; I am sorry I mado that statement.
Senator KERR. If it is what I think it is, I understand.
Mr. NAYLOR. What I was trying to infer was this: That it isn't

just a hovel, and it.isn't a case where we bought an old building and
roconotructod it, or anything like that. It is really a fine place. And
as I understand the purpose of Congress at the time they enacted this
law, it was to get people out of these old-ago institutions. That is
what we are trying to do. We have almost completed this one at
Virg'inia. We are 9ow ereetinf anher infirmary, which is connected
with St. Luko'wWospital in tho ClY oLDuluti, which will cost us
about.$1,200 'ObO.

The r9,0on that we built these infirmariesse to the hospitals was
becausp'of the situation ast tlUK doctors and hses. Our section of
the country is no diff-'entlon yfto . .

A4ibthor reasQpwthal we Wnt hnt9 this field was t~t duo to the BlueCrs propoei6u ouihoepit, ro so fNd with .I plo all the time
tlkt we couln4b, ).oWio or stea t get be . in the hospital.
Idthat iswtia q cconfr nted w th.

senator MI I I sy I go elf .ear on tigs? Are those
ftospita infirmaries lit qu are a ing about?Mr.N 14 Thyre .0 r ft af ed only

Senator F IL T -  ath orme ic purpos or just placesr the ag tesa

i M r. Nt. o . ( ch oI eof the ed.
tonabor ,up It ds o o r
ir. NAYL ff 01), O .tnd rthe ont Ia you can circum-

vyot it by getting a lay oo ation ern ; but, p liarly, under the
intoretation a publ c an vision up the $inoy builds the
infirn' ics, and tfln4.qJX rn it or to onqA these lay corpora-
tions tl cannot have as i ch as a health 0.1cer, a public health
officer, ontat bqard; because then that Inon s ita public institution,
and Federal*i cannot be granted. TIA is the one point that wewould l oothis co~itto: that the main thing, hers,
is that we whoare do ttfottom where we are confronted with
the actual facts as to these people anA these needs, know them and
are trying to do a right thing by these people. Because our county is
still a pioneer county, so to speak; and with the present load, we have
people who pioneered in our county. It isn't an old-established
county such as you have in the Eastern States., And so we have
people, for instance timber workers, that worked in the woods years
and years ago. They make up a largo proportion, They have
nothing left.

So we figured that we were doing the right thing and we were doing
what Congrms asked us to do, in taking them out of these old people's
institutions.

For instance, we have one institution which we cU the poor farm
about 10 miles outside of the city of Duluth. We bad a very difficult
time in oven getting a doctor to come from Duluth to go out there and
render service to these people.

So the picture is such that we just thought that now is the time to
start buildiug these institutions, to build a medical center for these
old-age people, and to concentrate it near an established hospital, po
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that they could get the best of care from the doctors and nurses, and
So on.

Senator Mn.LIKIN. What do you propose should be done?
Mr. NAYLOln. We would like you to pass section 303 just as it, was

passed by the l1ouso, which permits the aged to be played in a public
institution for medical purposes; and that old-age assistance will be
paid to those people while they are i|inm|ates therein.

'The CHAuMAN. Not to the'institution?
Mr. NAYLORI. Not to the institution. No; directly to tho patient.
The CHAIRMAN. Now, 11. It. 6000 does change existing law to this

extent:
Federal Governmont participates ik paylitilts it) or for tho care of reelptults

of old-age assistance, aid to tho blind, atil aid to the permanently and totally
disabled living in Iublio medical Institutions other thim those for me ,ntal disease
and tuberculosis * * *.

Mr. NAY,oR. That is correct.
The'CHAIRMAN. That is what you favor?
Mr. NAYLoR. Yesj just as it w41s passed by t0 house.
Teio CHAIRMAN. The House committee calls attention to a serious

situation that has developed with respect to needy persons who are
chronically ill.

. Mr. NAYLOR. That is correct. And that is what we are doing. We
did that 5 years ago. We pioneered that theory in this country.
And, as I say, we hald the mining. interests, who pay 74 percent of the
taxes in our county, behind this proposition, and then they helped is
to enact a lav permitting its to establish that.

The CHAI[RMAN. But it is the House proposal that you favor in St.
Louis County?

Mr. NAYLon. That is correct; sir.
The CUAIRMAN. Are there any questions?
Are there any points which you would like to bring out through

these other gentlemen, Mr. Naylor? I suppose there is really nothing
that you can add except to bring to our attention this provision in the
House bill, in an effort to correct at least in part this situation that you
think ought to be remedied?

Mr. NAYlOR. That is correct. May I imake this one further obser-
vation, please: that in the event there are quite a few controversial
subjects in 11. R. 0000 if it came to a point that the whole bill would
be dropped because o( these controversial sections, would your coln-
mittee be kind enough to segregate sections 303, 323, and 344, pertain-
ing to this subject and this suject alone, and attomp to have that
passed? As I say, this is not just a local situation. We are not only
talking for ourselves, but we are talking for the Nation as a whole.
Because there are very few political sul)d ivisions that would take the
chance that we took to build these infirmaries, with our own money
and we know very well, from the correspondence wo have received
from all over the country, that they are vitally interested in this
proposition. And you would be doing the very thing that you set
out to do as originally the law was enacted, in taking tterm out of the
old people's homes and giving them a place where they could get goodmedical attention.

The CIIAnIMAN. We shall bd veoy glad to consider your recom-
mendations.

I '/ ;
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Mr. NAYLOIR. Would it be all right to file a few of these exhibits
with you?

'11h0 CIHAIRMAN. Yes, sir.
You may leave them with the clerk to be placed in the committee

file for reference.
Mr. NAY1,o. 'lhank you, Mr. Chairman.
,rhe CHAIRMAN. Mr. NV. lulo Williamson, of Washington, ). C.,

is Our Ilext witness.
Mr. Williamson, you may be seated if you wish. Will you identify

yourself for the record ?

STATEMENT OF WILLIAM RULON WILLIAMSON, ACTUARY,
WASHINGTON, D. C.

Air. WItLLIAMSON. My 1101110 is William Ruion Williamson. I am
an actuary. For 20 years I was an actuary with the Travelers In-
surance (Co., and tliereafter, from 1936 until my resignation in 1947,
1 wts actuarial consultant, first to tie Social Security B (oardl and then
the Social Security Administration. Since thien I have been in llrivato
practice lero ill Washington.

I have prepared for eacl member of the committee a small kit,
attenlpting to Ihold down my own testimony to as brief a time as pos-
sible, amd I have put together material which I had lreviously fur-
nislu'd to the Advisory Council of this committee, material which I
furnished to the Ways and Means Committee in the consideration of
11. R. 2892 and II. 1R. 2893, brief comment on the substitute bill,
11. I. 6000, a note concerning the addition of the disability benefits to
OASI Congressman Curtis' statement before the Ilouse in the ox-
tremnly brief period of consideration given this bill, a set of papers
printed in Eglish in Guatemahl dealing with the subject of social
buldeting, and this paper, which is rather a museum Piece, written
by ir. 1Richter and myself in 1935, dealing with the Social Security
Act, of 1935, and having in it perhaps the first reference in our program
to this social-budgeting l)hilosolhy which I am enunciating, and also
having some rather interesting comments oil the coursL of public
assistance once it wasestablished.

Senator MILLIKIN. Did you say "forced public assistance"?
Mr. WILLIAMSON. The '"course" of public assistance.
I am opposed to 11. R. 6000 and I may say that my opinions

against the bill derive in part from my experience with tlte Social
Security Administration and in seeing the system operate from close
range.

Over the past few years, discussion of the desirability of social
security in soie form 1has been so energetic that this discussion has
served to conceal the manifold and very serious shortcomings of the
present system, both in concept and performance.

I have an insertion in the printed material, over on tile left side of
your folder. I would like to make 0l interpolation here. For the
pa5st 2 weeks you have listened to witnesses talking about these two
Federal programs called, respectively, insurance and assistance.
Both are designed to pinmp 1'ederal funds into the pockets of our
citizens now and hereafter.. One operates on the basis of presumptive
need and right; the other on the basis of need.
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In a time of full employment, large savings, and high income, need
is more sharply pointed up. The hungry man is more pathetic when
our warehouses are bursting with food, stored there, so far as he can
determine, to keep the prices up; and when he finds that featherbed
rules can and sometimes do delay the transportation of that food to his
table, when he is expected to get help from institutionalized charity
rather than Christian charity and the neighbors, he is confused.

I believe that my statement marks a change in direction and a
change in tempo in these hearings. In my experience, insurance is a
facility responsible men use proudly and without subsidy. It is an
expression not alone of their ability to earn but of their ability to
budget for the potential catastrophes of life. It does not represent a
lottery ticket, with prizes for some and blanks for most; it does not
represent money in the bank.

Charity, moreover, has always seemed to me a local hometown
help, given with understanding; not a temptation to our weaker
citizens to drop from responsibility into irresponsibility.

Last week Donald Richberg asked: "Can a modern people obtain a
satisfactory security and still retain the historic essentials of individual
libertyy" The week before a chap out in Montana said: "If enough
individual Americans desire a return to the responsibility that is
freedom, we can have that, too."

Senator KERR. May I ask you a question, there?
Mr. WILLIAMSON. Yes, sir.
Senator KERR. IS it your thesis. that the historic essentials of

individual liberty in effect in a nation automatically foreclose' the
possibility of the citizens of that country obtaining satisfactory
security ?

Mr. VILLIAMSON. Not for a minute, sir.
The fundamental wrongness in these prorams seems to be the

bribery that is the warp and the woof of beth them. OASI promises
every man a bargain. Public assistance, promises every State a
liberal subsidy from the Federal Government in meeting local respon-
sibilities. Both engage in muddy bookkeeping. Both insult the
American citizen.

Senator KERR. Your statement says "insist."
Mr. WILLIAMSON. I beg your pardon. I typed that myself, and

tyged it wrong.
Senator KERR. I believe the word "insist" fits better into the con-

text than the other.
Mr. WILLIAMSON. Both insist that the American citizens have

incapacity and lack of will power. If they are right, this Republic
has had its day.

To evaluate H. R. 6000, as the members of this committee must do,
it seems necessary to give a thumbnail eyewitness view of the 1934-35
period, when the Social Security Act was being created.

We were at the bottom of the depression. Millions were unem-
ployed. We were scared. Huey Long had been pushing his "every
man a king." Dr. Townsend was appealing to the gallery for $200
a month at age 60. 1

Against that setting, the hastily concocted old-age benefits looked
c6nservative--$10 to $85 a month, with the first monthly payments to
commence 5 years after beginning tax collections. There was much
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similarity to individual annuities closely tied to individual aggregate
wage histories.

Secretary Morgenthau called the plan self-sufficient. That is,
pav-roll taxes on employees and employers would carry the cost.
Old-age assistance would deal with all the needy aged-if the States
accepted the Federal grants-in-aid-and also permanently the other
half of noncovered employees later coming to need.

The pessimistic actuaries in the Committee on Economic Security
thought that by 1980 the Federal share of assistance might reach
$700,000,000. 'Ihe nonactuarial staff of the committee looked for
$300,000,000 in 1980. We have now reached $800,000,000 in 1950,
$100,000,000 more than the actuaries had set down for the 1980
period.

Senator MILLIKIN. Does that show that you cannot trust these
actuaries?

Mr. WILLIAMSON. I think it shows that on these things there is no
crystal ball.

Senator KERR. Do you happen to have an index showing the rela-
tive position of the commodity index as of this date and as of the date
when the actuarial forecasts were made?

Mr. WILLIAMSON. No; but, of course, they are commonly available.
In actuarial study No. 21, there is a sequence of wage rates which is
pretty closely tied really to this other index.

Senator KERR. Are you aware of the fact that the wage scale as of
today is more than 100 percent above that of 1934 to 1935?

M r. WILLIAMSON, Yes; we are not only aware of it, but during my
entire period of actuarial work I have been in constant conflict with
other individuals within the social-security organization in insisting
that all our past history showed how impossible it was to point out the
sequence of events for the future. We have even tabluated the sort
of thing you have mentioned, to bring out the lack of wisdom of waiting
until 1980 or 1990 before we effectively dealt with our problems, be-
cause we couldn't tell how things were going to be; and we have pointed
to this sort of historical item to drive the point home.

Senator KERR. Well, assuming that in the contemplation of the
program, information as to the best possible forecasts was needed, it
would necessarily be developed on the basis of the relative value of
things discussed at the time, would it not?

Mr WILLIAMSON. Oh, we are limited to what we know at the time;
yes, sir.

Senator KERR. And based on the value of the dollar which was used
in those actuarial forecasts, the outcome or the development of the
program is not too far afield from the forecast made at that time, is it?

Mr. WILLIAMSON. I might go back a little bit on that, if I may
Senator. These discussions preceded the enactment of the Sociai
Security Act. These assumed that something like the act would go
through.

Senator KERR. I am referring to the actuarial forecasts referred to
in the third paragraph on the second page of your statement.

Mr. WILLIAMSON. Yes. 'They were made by the Committee on
Economic Security in advance of the enactment of the law.

Senator KERR. I am asking you if, considering the value of the
dollar, which was used, in advance of the enactment of the law, the
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actual development of the program has been too far afield from the
forecast.

Mr. WILLIAMSON. I do not think so. I was one of those actuaries,
air.

Senator MILI.IKIN. Mr. Chairman, may I inquire:
Can you tell us what the value of the dollar will be 5 years from now?
Mr. WILLIAMSON. No; I cannot.
Senator MILLIKIN. 'en years?
Mr. WILLIAMSON. No.
Senator MILLIKIN. Twenty years?
Mr. WILLIAMSON. No.
Senator MILLIKIN. Suppose a fellow.enters a working force today

at the age of 20 and chips into this thing for 45 years. 'T'hat would
take us until 1995. Are we, or is any honest man, in position to tell
him what the purchasing value of his'money will be; that lie takes out
of this system in 1995?

Mr. WILLIAMSON. After the last 10 or 111 years, I would modestly
say: I don't know.

Senator MILLIKIN. So there is no security, and there is no insurance;
is that not correct?
* Mr. WILLIAMSON. I think this has to be viewed very critically.

Senator Ksmu. You would say, then, that in the absence of ability
to completely forecast the future, you would recommend that. no plans
whatever be made for it?

Mr. WII.IAMSON. I should, instead, sir, recommend that we do the
best we can today.

Senator MILLIKIN. Would it not be frank to the contributo--keep-
ing the system; and I am in favor of keeping it-to make it very clear
that this does not assure security and it (toes not, assure a sound insur-
ance system, due to the very fact that no man can sit here today and
predict what the dollar will be worth to a young mian starting his
contributions today when his rights finally nature?

Mr. WILLIAMSON. I deal withI that in the rest of this statement.
Senator MiLLIKtN. Could you give us a short answer now ?
Mr. WILLIAMSON. I think you are right, sir.
Senator Kmut. In the light of that, then I would like to ask you

this: Would the dollar which was promised to be paid throulI 'the
workings of the social-security system 30 years from now be o equal
value to the dollar which a private insurance company obligates
itself to pay?

Mr. WILLIAMSON. I think it would, sir.
Senator KnRR. You think there would be not very much choice

between them?
Mr. WILLIAMSON. I think they would be very similar dollars.
Senator MILLIKIN. Would that put any food in a hungry man's

stomach?
Mr. WILLIAMSON. It would probably put some food in it. In

Germany I am told there is a litto conflict between the different levels
of status, as to whether a man starves completely or only partially.

S enator MILLIKIN. Of course, Oertnany' was the originator of comi-
pulsory savings systems for security and old ago; and I do not accept
that as a complete answer to everything, but that gives a very gloomy
answer where you do not preserve the value of your money.

Mr. WILLIA.MSON. That is right.
/*
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Senator MI.LIKIN. And it (lops not make anyone feel any better to
know that, others also depending on the dollar woulh also suffer.

Mr. WILLAAMSON. These are all subject to the economic conditions
in the community.

The insurance and ilusiness conmunitv were most tolerant of the
initial plan. But almost at. once the great funds represented by the
huge potential reserve of $47,000,000,000 arising front the slow advance
funding troubled both actuaries and the inembers of the Senate
Fiance Committee.

Froni this concern cale the appointment, of the First Advisory
Council of 1937-38, which led to the anendnents of 1939. 'lhe
obvious solution of paying benefits to the existing aged and thereby
escaping the use of funds for other purposes, while seriously suggested
by me, was not considered by the Advisory Council. Instead, the
prou was otherwise revani ped.

'Ie primary beneficiaries, that is, tlihe elnillovees, were now flanked
Ily secondary beneficiaries, aged wives and windows, orphan children,
and their widowed mothers. First. benefits were advanced 2 years,
nade larger, aind related to a theoretic wage loss. Itw was believed that
over ia period of 40 yearsa the new progani would cost no more tiai the
ol. individual equity wvas dininished. 'Tho weasel-word "'ado-
qUliacy" appeared. Tax rates were not. to le advanced, as they had
been provided for i I lie original tax schedule. 'he reserve (langer
was further diminished by giving bigger early individual bargains.
Congress would be advised wihen reserves iireatened to become
greater than three times I year's benefit, outlay. This was sometimes
called the lpay-fts-you-go lahn. I have long called it "little pay, little
go." Even so, we iave 12 billions in reserves. We also liavo millions
of unpaid beneficiaries anong the aged and the orphans.

11. It. 6000 sets out. to mako this system even more intolerable.
Nothing eoul justify its passage. To ilut tho filct, bluntly, if old-ago
and survivors insurance wits intended to deal significantly and effee-
tivel with tie aged and the orphan population, it is it lop. If it set
out io avoid paying the benefits, it is at success. After 13 years of
actual operations, 3 under tile title old-ago benefits, 10 a1s oh'-age and
survivors insurance, it, is laying benefits to less thai 25 percent of the
retired aged, orlphans illler 18, amid youig widowed mothers. 'l'hero
speni to be well over 8,000,0i00 retired aged of both sexes in tie popil-
iltion. OAS1 is paying benefits to 1,l6t4,010 of their. 'Thiat seems a
pretty successful failure to reach for thi cheek. About 800,000 of
what.'seeni to be 3,200,000 orphans and widowed mothers get, OASI
benefits.

An obscure arrangement., lifted, I may siy , from Germany and the
Continent, covering what is called insured status helps to bar others as
they reach 65. Age creeps up on some leoplle, so that they reduce their
olfectiveness somewhat. Some do not havo enough elilplovlent, as
recorded in Baltinore; other simply get lower benefits thii they had
hoped for. The requirements vary, 1 u t. tlhe lianrdhe his risen frlm 6
covered quarters at I h start to 26 iiow, and is scheduled to go ol to 40.
Thie suggestions in 1t. t. 6000 make one qualification easier only until
the election year of 19.56. Most, women at. theso higher ages ire not
enough in the labor market to get primary benefits.

titn have not, fared too bad ly. Perha oven 40 percent of retired
men have known how to qualify, It toor soio finagling for seino of



SOCIAL SECURITY REVISION

them. A few might have paid as much as 10 percent in taxes, com-
pared with the benefits they expected to get. More paid 3 percent;
some as little as I percent.

The women have been more successfully barred. Less than 20
percent of women who neither work nor are married to workers, those
above 65, have the OASI benefits. We have done even better with
the aged widows. About 8 percent of them have surmounted the
hurdles. It has been made sure, too, that women will get. less than
men. By insisting on gearing benefits, in a very complex fashion, to
aggregate taxed earnings, we know that women have less employment
continuity than men, have lower pay rate than men, and so will get less
benefits as primary beneficiaries. At. the higher ages, wives are
younger than their husbands, commonly, and wait for benefits until
they are 65. When both are over 65, a wife is rated at half her
husband's benefits, a widow at three-fourths.

In a time of rising waes, it is embarrassing to have the theory
that this method of linking benefits to recorded wages shows still
more effective use of the hurdles. Folks come to relish the new dimin-
ishing-value dollars as their scale of living. To find they are restricted
to what the record shows as to the smaller number of higher-value
dollars,, in setting the OASI retirement benefit, disappoints them.
They have no sound protest. This type of formula works this way.
It was suggested that giving 50 percent more low-value dollars to
those who have the most of them and 150 percent more to those who
have the fewest would cheer the 25 percent who do have some benefit
from the scheme already. We can wish the 75 percent getting none
of them a good spirit in facing the dimunition of their buying power
when using their own hard-earned, scrupulously saved dollars.

Whon OASI was created, with considerable fanfare, as an insurance
system toward which the members who had contributed kicked in a
token payment so that they could get benefits as a right, there was
also plodding along a "fill-in program" called "assistance."

Today, against the 1,900,000 receiving members of the exclusive
lodge "insurance," "assistance" has 2,700,000 members is still grow-
ing and pays more. These assistance programs are run y the States,
witl grants-in-aid from the Federal Government. 'rhie grants per
capital are slightly higher than the full benefits from the OASI formula.

Senator MILLIKIN. Does not assistance have the merit of being able,
in a way, to keep up with the change in the value of the dollar?

Mr. WILLIAMSON. Yes; it does.
Senator MILLIKIN. A rigid insurance system does not have that

merit?
Mr. WILLIAMSON. It deals with needs at the time. Yes, sir.
There is a small group of needy blind, but dependent children, one-

fourth of them orphans, number nearly 1% millions-
Senator MILLIKIN. Is there this distinction between true insurance

and what we call insurance, here, also: That in true insurance a person
is at liberty to go Into it or stay out of it initially; lie is able to stay in
it or get out of it at any time after that; and if he gets out of it he gets
some sort 9 f a return, in matiy forms of insurance, for wht hehas
put in? Is that correct? oIh

Mr. WILLIAMSON. If I may, I will read you eight points I set down
with some care. I

/ /
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Senator MiLIKIN. Let me have an answer to that as you go along,
because I may have lost it by the time you gek through with yourweight points.

11~r. WILLIAMSON. It is voluntary. Ile has the choice as to the way
in which he meets his own needs. His rates are determined rather
scientifically. Ile has the insurance agent to help him. It is under-
written by the insurance company, under State supervision to con-
trol it.

Senator KEnn. If the Federal Government were put under State
supervision, do you think that would make it a responsible agency?

Mr. WILLIAMSON. I think if the Bureau of the Budget had a s inde
more technical supervision of these matters-

Senator KEnn. Under the State governments?
Mr. WILLIAMSON. If the Bureau of the Budget had a shade more

technical supervision, it would bring the same sort of thing that
insurance has, a technical review. And in that individual insurance,
which is ordinary, or industrial, there are insurances which unfortun-
ately take seven or eight pages to tabulate.

Senator MILLIKIN. Well, in true insurance a man is not compelled
to go into it, is he?

Mr. WILIAMSON. It is voluntary.
Senator MILLIKIN. In this what-we-call insurance, he is compelled

to go into it and compelled to stay in it until he reaches the retirement
age. Is that not right?

Mr. WILLIAMSON. It is my understanding that he follows the
requirements of the law, and the law has been adopted pretty
thoroughly.

Senator MILLIKIN. Does not the law require a contribution?
Mr. WILLIAMSON. The law requires contribution; yes.
I would prefer to call thbso taxes, too; and I understand the Bureau

of Internal Revenue so refers to them.
Senator MILLIKIN. Call it a tax. Ile must pay the tax if he works

in the industries included by the bills; is that right? And he must
continue to do that as long as he works. Is that correct?

Mr. WILLIAMSON. That is correct. As long as he works in covered
employment, sir.

Senator MILLIKIN. Yes. That is what I am talking about. I
think I said so. In private insurance lie (loes not have to pay at all;
he can quit. And in certain types of policy he can get a draw-back.
Is that not correct?

Mr. WILLIAMSON. There are individual equity requirements in most
of these policies. "i

Senator MILaIKIN. In private insurance policies, except in certain
types of private insurance companies, he gets a draw-back, does lie not?

Mr. WILIAMSON. Cash-surrender value is common.
Senator MILLIKIN. Cash-surrender value. Ile gets something back.

Is that right?
Mr. WILLIAMSON. That is right.
Senator MILLIKIN. Does he get something back if he should stop

working, under this system?
Mr. WILLAMSON. He may. Again, the rules are pretty carefully

defined. But what he gets back is very difficult to predict. And out
of 80 million, now, with wage credits, I understood Mr. Altmeyer
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to say that there are some 30 or 35 million who have no insured status.
They haven't quite got inside the gates yet.

Senator MILLIKIN. So that if a fellow does not get, himself in the
ate but has made some contributions, he does not get anything back.
a that not correct?

Mr. WILLIAMSON. I think that is the truth. I don't think it. is the
right method, sir.

Senator MILLIKIN. I am not saying it. is the right method. I am
just asking you whether it is correct.

Mr. WILLIAMSON. Your statement is true, Senator.
Senator MILLIKIN. Is it correct?
Mr. WILLIAMSON. Yes.
There is a small group of needy blind, but dependent children, one-

fourth of them orphans, number nearly 1 % milhon-I lugged that in,
because we are so much interested in the aged that we most of tlhe time
just refer to them, but this does cover the orphan children and their
widowed mothers, nearly 1% millions, and the needy aged, some with
only one car, grow in magnitude" every time Congress provides more
accessible funds. I used to say that, the 1oney first came to the States
before it went back to them." Now I like to think that thev borrow
it from the famous reserve fund and use it as an apology for ihose left
out by OASI.

Senator MIhLIKIN. Hold on, now. What does all that. mean?
Senator Kuni. Senator, do I understand that you are asking him

to make the statement clear?
Senator MILLIKIN. Tlt is what I am asking.
Senator Kinn. Then I want to join in the question.
Mr. WIALAMSON. I am rather glad you asked this question. In

1949 it looked as though we had taken ii, in taxes, about, 12% billions of
taxes in OASI. We had paid out about two-thirds of a billion. T hat
seemed to leave about a billion extra.

Senator Kmut. You say you paid out. how much?
Mr. W tILLAtMsoN. About two-thirds of a billion in benefits under

OASI.
Senator KunR. $750,000,000?
Mr. WILIIAMSON. Something like that.
Senator KER. How much do you say we had.paid out in the assist-

ance program ?
Mr. NN ILLIAMSoN. During the year we paid out about 2 billion.
Senator KERR. In the assistance programs?
Mr. WILLIAMSON. III the assistance programs; but only about, half

of that came from Federal funds.
Senator Knit. I am talking *about the Federal Government.
Mr. WILLIAMSON. Yes. About a billion came from Federal funds.
Senator Knun. I thought you said it had grown to 800 million.
Mr. WILLIAMSON. I was discussing only ol age at that time.

Bringing in ol( age and tie children and tie needy )lind runs it Ili) to
a larger magnitude.

Senator MILLIKIN. I am not clear yet. whether you are talking about
insurance, or whether you are talking about assistance. Which?

Mr. WILLIAisoN. 'Tile insurance system took in a billion and two-
thirds. It paid out in benefits about two-thirds of a million. By a
strange coincidence the Federal subsidy to old age assistance that. year
was about that billion. We were not on a balanced budget. I'like
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to think that the billion came from the moneys that had been paid for
tile aged and tile orphan children, and that* it did go rather quickly
to its mark in reaching potential beneficiaries.

Senator MlLnIAKIN. Are you making tile point that the contributors
to the insurance system, il addition to paying whatever costs of tile
insurance system they did pay by contributing, are also paying tile
public assisiance?

Mr. WHItt.AMsON. I said 1 like to think that that could be so. I
think that mainly our money has gone to light. wars and to pay for
relief. But in this particular year, I like to think that the people who
wanted to pit money in for the aged and for the orphians did it.

Senator NIILIKIN. As taxpayers, then, they wvoutid also have to
pay it all over again, to cover the bonds that ha'e heen issued to cover
the deficit. Is that right ?
Mr. NVuL.t.%mso,. As taxpayers, havs'ing met today's need today,

they will have to meet tomorrow's need tomorrow; yes, sir.
Senator Nim.,.1K .All right.
Mr. WIIt0.%MsoN. Against about t.wo-thirds of a billion paid under

OASI, three times that amount is paid under public assistance, half
from Federal funds.

With varied assistance administration, in lots of places old folks
give their property to their children to qualify; others are reticent
about their resources; some seem to remember' an earlier birthday.
t'he attitude toward easily-come-by Federal funds on the part of
State administrators is the logical deelopment of the hind-out conk-
plex. Apparently only 200,000 get. both OSAI and assistance, though
ir. Altmever seems surprised at the small number. So 2,500,000

onhl get. assistance, and no old age and survivors insurance.
census records seem to show about 2,500,000 men above 65 still in

the labor market, 600,000 women and some 500,000 wives of working-
Inen, a tQtal supl)orted from tie labor market of 3,600,000 persons.
Were unemployment indicated by the earning of less than $50 a
month or $100"for a married man, community earning, the "working
force" would be less-quite a lot less if liberal benefits were available.
There may be instutionalized aged of 300,000 and 11,200,000 nonin-
stitutionalized. If 4.400,000 get. insurance and assistance, 3.600.000
are supported in tile labor force; that. leaves 3,200,000 too well off or
too honest. to get assistance. But the 1948 tax provisions were sup-
posed to "aid" 3,700,000 persons over 65 by an extra exemption of
$600, mass tax forgiveness set at $268,000,000, not much help for tile
1,400,000 removed from the tax rolls--just in dollars---

Senator MILIIKIN. If we took about, a million to a million and a
half off tile tax rolls in that category, would you not. call tlat a help ?

Mr. WIMAAMsoN. To the individual, help in dollars. To an indi-
vidual, a lielp of $30 isn't. much tell) in dollars.

Senator Mlulmtx. It, is a whole lot of help in dollars if you have
not got it.

Mr. II.tAAMSON. Any money that you get is a help; but a lot more
help to the well-to-do.

Senator AllI.IAKIN. And the exemptions saved how much money to
those who remained on the rolls?

Mr. WI.JA^MSON . The total exemptions were estimated, sir, at
$268,000,000 as a whole. It was not ( ivided, in the report that I saw
at. the time, between those that were removed entirely and those who

(050 -50-pt. 2-20
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remained on, but I suppose it was not over 50 or 60 million for those
removed entirely and about 200 million for those who stayed on.

Senator MILLIKIN. Well, that is not hay.
Mr. WILLIAMSON. It is not hay for the National Government,

which has to raise the money over again.
Senator MILLIKIN. And it is not hay for the beneficiary of that tax

reduction, is it?
Mr. WILLIAMSON. It certainly is not.
Three Federal recognitions of the aged exist-
Senator MI.LIKiN. It also got a general reduction in rates, starting

at 12% percent, which hit those brackets.
Mr. WILLIAMSON. I had quite a favorable result in the 1948 tax

bill.
Senator MILLIKIN. So that that aged group had their exemptions

increased, a million and. a half of them were taken off the rolls, and
they got the benefit of a 12%-percent reduction for those who stayed
on the rolls. Right?

Mr. WILLIAMSON. All these recognitions of the aged that have been
given by Congress.

Senator MILLIKIN. I bring that out, because we are supposed to
have a rich man's tax bill.

Mr. WILLIAMSON. Thank you. Three Federal recognitions of the
aged exist, overlapping. Two of them, insurance and tax exemption,
give more to those who have more. The third tempts the honest and
the thrifty to lose self-sufficiency, become dole receivers, and demoral-
izes both the recipients and the nonrecipients, who get sore about it.
The fiscal sense of these methods of dividing provision into two or
three parcels local, State, Federal, loses the basic fact of one set of
taxpayers. Tihe same is true of employee, employer, and balancing
taxes in a deferred benefit system. It encourages, and results in,
muddy thinking on individual and aggregate cost impact.

I am personally more interested in the orphan children than in the
aged. I have carried life insurance for my own potential orphans, as
have most of the population to some extent. There may be 2,400,000
paternal and full orphans, 600,000 nonremarried widowed mothers,
with 800,000 benefited in OASI and perhaps 350,000 in assistance.
There are over a million children of noneffective or assistance-conscious
fathers, also getting benefits.

Senator K ERR. What do your mean "noneffective fathers"? If
they have had a million children, they were not entirely noneffective,
were the ?

Mr. WILLIAMSON. I stand corrected, sir.
OASI is not structurally designed to serve the aged and the orphans

of today. We know too little of the structure of tomorrow to sub-
stitute guesswork as to its requirements for the meeting of todays'
necessities today.

The aged: In 1935 and 1939, the aged, upon whom the so-called
basic system turned its back were used as a sales argument by holding
up their plight to view. The Committee on Economic Security in
1935, the Sqoei. Security Board in 1935-39, pointed out the, inability
of people to save, the disorganization of the depression to the semi-
successful ones. The Department of Justice in an emotional appeal to
the Supreme Court certainly implid that it was the intention to deal
wjf4 th e aged, rith benefits "as a./light." The aged seem in cool

.. I
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retrospect to have been used as a sales argument for a plan which, in
over a decade, has conclusively shown that it does not function to
meet benefits for those barred. Those barred live a long time. Those
who have not been "covered" have faced reducing interest earnings,
reducing buying power increasing money wages for those that work.
These thrifty responsible elder citizens have had short shrift from both
the class labor legislation of OASI, hardly designed for citizens, and
the doles of OAA. These excluded ones are the thrifty, the selfreliant,
the backbone of America. They have been taunted as tories, as
economic royalists, as unaware of the fuller life, as the backwash of
laissez-faire-

Senator KERR. I wonder if you would explain that phrase.
Mr. WILLIAMSON. "Backwash of laissez-faire"?
Senator KERR. Yes. That is a very intriguing and euphonious

phrase, but I do not understand it.
Mr. W LIAMSON. I have just been reading, sir, in a book written in

1899--
Senator KERR. I did not ask for a book review. If you cared to, I

just wondered if you would tell me what that phrase meant.
Mr. WILLIAMSON. Where laissez-faire was described to be "Man-

chester students, in their ignorance and innocence, and the better way
was being shown by Prince Bismarck"-

Senator KERR. Well, just let it go; because the explanation confuses
me more than that as to which I asked the question.

Mr. WLLIAMSON. I was afraid it might, sir.
They nevertheless have been expected to meet the cost of the

expensive requirements of modern government.
Senator MILLIKIN. Are you referring to the "laissez-faire deal,"

sir by any chance?
Mr. WILLIAMSON. It might have some connection there.
Senator MILLIKIN. You have not got yet to the problem that

remains. Assume the thrifty. Assume the free-born. Assume those
that have been able to provide for the latter part of their lives. What
about those who have not been able to, whatever the reason may be,
who still must continue to live and who under civilized concepts should
be able to live decently ?

Mr. WILLIAMSON. Iam coming to that, sir, in this report.
We, the inheritors of the technological plant they have built with

brain and brawn and savings, owe them something as a social dividend
for the plant they built, as an apology for the loss of buying power they
have suffered. We should expect them to have resources. We
should not burden today's society with "adequacy" for all needs and
fancied needs. But in simple justice we should not give $300 a year
to one group for a purely token tax-that is the average in OASI
now---called a contribution, give another group the public assistance,
$500 or more, as charity, with about $300 from Federal funds, on the
basis of needs tests that are frequently farcical; and nothing to the
rest.

Senator MILLIKIN. The two are not quite the same. You are sup-
posed to get a definitely fixed return for your contributions in the
msurance system.

Mr. WMLIAMSON. There is a 20-times return so far, at least; so the
people that have made the return and are getting benefits are doing
extremely well, and those that have been barred out by the insured
status are simply out under the rules. They have not qualified yet.
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Senator MILLIKIN. The old-ago assistance procedure is on another
theory.

Mr. WIT.IAMsoN. The tioIprotoeted question OA,'S. 'Tlioy are
right to do so.

Costs: We cannot. find Out tll tilt facts a.hout today. This y'ear the
census carries on its decennial fact-finding project. We muay know
more next. veav about today. Noe of the figures 1 htave usel today
are exact.. *I fItact., as to tliose about the children, they at, the C ensls
were completing it study on the day \vhiu I obtained the filure,. We
do not. know clearly the extent. of rplhahood, of marital status, oven
of age distribution., We lack the clear Ibas-e line frIm whiel to project,
potential future costs. The Ollei, of the Actuarvy in lith Sovial Seeurity
Admitu. sration has Shown the limitations upon such lear kniowledge
in i very excellent report brought, out a couple of yearsA ago, Actuarial
St udv No. 21. It shows the uali,. of benefit at rteture in Actuarial
Study No. 14. Tt, Shows the better wav in Act nariol Study No. 10.
Wavy out. vonder in the year 2000, at. t lio ftlrn of ho cont.irvy, wlhere
porfiaps all the hurdles will at. last be down, we are piot, very. clar as
to how things will he. We do not know how maiy old people t here
will he. We do not know at. what age people will seemu old. We do
not know what. ofect, (his dwelling oi peiso nal ret irvuiet for decades
in advaneo will havo in taking retirenti. We do not. know wll. the
marriage more' will be in the year 201)0. We o n1ot know whet hor
costs will be $0,tlO00,000, $1-1,O00,000,000, or $2t0,000,00,000. We
do know file effective result of thie "ginutne' mood carried onl for it
generation or more. We night have a, succession of tx ix aes t 11at.
would pile up reserves4 of $17Th,Ot),0t0t,000. Wye light. ha1ve at Slower
tax advance aind hafve no fund 11.1. all.

e(mnator NI miuJN. We might- have a wili,.
Mr. VI,IAmSON. We iught have it war; .
Somitor MIL.KIN. In which Ovent, your dollar would not he worI

aiuvthbing, would it?
Mr. WiLLNI0So . Well, ti e (011111ia1 twice now havo had theii'

reserves wiped out almost completely by the two wals, in which they
had Ilrely invested tei r reserves.

slnator "Knil l)o I inlerstiaild now t hit. ,You are lalkilig ia foreca.t.
of tho valuo of tlo dollar for tho future?

11i'. WI 1 lN, I aIli sayihig I Can't do it, Sit.
Senator limt.tl. Oh.
Mr. WILIAMSON. CoSIs of a thIoretie level proniun rate, lowering

average indefinite future otigo by the extolit. of tle doubtful amount.
of interest. rt ceipts ipoll the not.-to-o-colluted-oll filled accullllatinfonis
resulting froni future congressional optimism, lessimisni, or balanced
judlgulnt ili, a ro \wll-nigh liingless. 'rlle railroad rotiroiont, systemin,
paving current, lbnefits ai bit. more realistically now, hia i lovely
preiniiii rate in the last, aict arial relpert of 12.7 percent.. 'l'lmre has
peen at profcssieiial pessimism in thne past and talk of possible deticit

in the find ats late as 19-14 of $16.~t00.000.
Senator MimaKir.j, What is tho rato in our civil-sorvice rotiroillnt

Mr, WlIMAinsON. The Iate0 of cntriiluition?
Senator MIlI.IKIN. Yes.
Mtr, WILLIAMSON. It. is (1 percent now fromt tho emplooo. And i

rather interesting thing, nov that y6au bring it up1), is t.l, the last
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report from tho civil-mervico rotfirpment. system, bringing us up to thu
end of the fiscal year 11148, has carefully tabulated wint. the nani's
owln contribution would buy and nllatche'd it uip against, tll totnl Ito
bought. I1ho contribution rates had been as low us 2% and 3%4 and
5 lnrcont in tho past,. But tho 100,000 recipients of bmefits aro
shown t havo bought with their own mioney 11 percent. of their

elnsions, 89 plereelit having conio fromthe taxpayers. With tho
ti-percent. contribit ion, 1 t-hink they may pay is inudich as a quarter
to it third of tho total cost.

Stnator MuL[,IKIN. T'hoy? Tho taxl)ayers, or bt, neficiaries?
Mr. VuILIAMsON. I meat they thieiiisclves; aItId tho they get. tho

rest, of tho money from, ultimate, th1 iaxpayers.
Senator MIIIIKIN. What would be the lovel')remiun rates, ini your

jildgineit, if this woro i trtio insutatncO systil?
Mr. WILLIAMSON. I hvo just bevi saying I don't, know, sir. That,

is it very tough thing to estituate. I think this 6.2, 7, 8, 9 ptr(e.t-
I don't know what it. is, sir, bocav5s1 thert are too III1v flcitor, tlhat1
cotO into e onttinplation. I thitik it. is misleading to talk about it tax
rate as though we did undti'rthand. Men can ret iro at. 115. Tlhey
haven't been retiring on OASI until aboti. 70. Those 5 years might
add about. t Ihird to tho cost., by having thet ret ire nmor prompt ly.

Senator M ILLIKIN. h'Iiat waS lioro or less it wir condition, was it,
hlot?

Nil'. WILLIAMSON. Not entirely.
SOllitOr 1|ILIKIN. Would 'oII not sav that, influeuiced it.?
NIr. W LL.IAMSON. Yes; it illutnced It.. We had lid i t expression

earlier. We woro h)oking tit it. gloonmily in 193. and 1935.
Sen1tor \IlI,I.iKIN. Then wo wanted the older people Ito gt out, of

lhe workig force so that, the, younger people could get ill. Is that
not. ctorect. ?

Nir. WVIILIASO1N. 'l'luat WimA it deprsMimti sitittion, which llas been
wvaring olr. Tlihi, for instianee. we estilnat ed tl iS OI lt ge at, retir-
Inient, it went, up to 67%4, and later to 70, as the normal retfitentient
from gaiiiifl ocupa lion iII our consideration.

I am rather ii inted it) check some of tho things that. were sail tho
week before last about people st ying iti work longer.

Senator NMILLIKIN. I)o \'Oul not. bliv, as8 flr as your statistic is
concrled, t hat the war had ln important, elfe, in' keeping people
longer in tho work forco than they would othorweise have been kept ?

Mr. WILLIAM ON. Particularly aifte, r he op)ositt tect. ill the de-
l)ressioll; yes, Sii.

There Ils been ia professional pessimsni in the past. We talked
about it tliitt, as bito as 1944, of $10,t0,t).t))0t)0. Iaist year tho
dlefiit was only $7,00),0t)0,000. 'Cant,gi set, lsid Inoney or sellra-
ties into t full1 It lpay Insiosl to colt) proftesors. A few years
lit er tilt poltiltial inelecia'its svelmed to halve doubled. individual
l myments wero going to double too, four tiles th lit inial load that.
laid been counted oin. Without waiting to learn that iiterest rates

wtVre going down to half, thero wits reorganization. This systin of
OASI is 10,otit times as imporlnlt as tle ('arnegie pension'pla for
teachers. Such relationships are too serious to be treated on a basis
of wishful thinking.

Ilimnirek is an unsuitable model for us today. As the committee
knows, our so-called social-security systent was llcopied in 50110
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degrt'o froul th olrianu atystont winaitwoet by lliatiiarvi inl ft%
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eopyriglttotl by Itiattrtsk. 'Iw world ta 'le inCve cHpriu% fro ait
tho, plaitned stato 'u tajteof hcis "anoattor plait." A t'itjad
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141Vell," I ropliedt, "only ts at point. ill at delayed eAil mt'ation., I
hoptt, the Seaiato vaon "save It fromi it."

,ottrMtL~LIKtN, hill%, I aeaike this obavi ta'a'v tilt Y I thejok thai one',
ofthe purjpostes of the 11aNmiartk plan wits to tit, thet workers ito the.

cron. hooriginal eotwt'pt or the'% 44,viiiAts or (Itevitllv wailitat
they would enid wart: thety simply would niot go to wir: t(I Olea workattat
of tlte world siilairly would utot go to wo'r, lliattoritAa leave e'lauiaete'e
that, btecausee t'e worked waao thusa tiede to tite' ('rowve, it% ot'der to lpto-
ita'rv' bitt hleteits anad 01tithing oe' another lt(% h had to go oloatg wit It I he
Chlown'tt adveitturva in watr.

Mr. WIMIAMSaON. I think thten, le t a irtat. eeal in I thot, sit',
throughoutt Latie Ainet'ira thts heretetgt of Iliitireti doll'rivil-

benetsvotenh prolniete ant i tle eoataetitaelt prloetis of fil toretveat
have Iraet lie hi by way of the tilteraottioltatl Labor 0111cc. 'Illa
Treaty of Vemtille etet. ti t~o IIA antd through It. (leraaany may
hWe seold at bill of goods" to the tenipory ('tltqtaaromtt

It dIfes4 eeeni to nb aet, tittiasot tholiglt tfitere WAR thais defIiito o'lfort.
to w)aken tlte etc-called conquerors Iby pasnag ott tt tltett thtis regi.

intloat which htas become ito definite in% (Ieriiny,
A Latino Anmerican told nip, ati It, hit bteentiii'oniet by other

JAtins., "In marty wayst the effect of thoeet inaitaltret upon out' oeolionty
sttom the stame nt though they hadl betta sott tip by conitianistip
raekietore."

To nip, the copyingj of the state Peilani of Bletmarvik by thle Utniteti
StttS seteil n titt o teoaitarian anti not a eetovilatle otftv If we'
nood mWt progritan In tittoso vlinalveat l8tatpa of ourst, we need one for
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a~ll of om iit ('it i)'i'iaad ft mwt whlich iiia liveoi a pitwitl i lalwor-

Wi' liavi jW giv-4ilti'ii v~y''-uii o opii 1 rat ivi' progi'ani. I dto
llot ot'vjii't tcaliling Ol hi' t'oril p'oirliti it foor, ito iii itt 1aiiivt'r-
sility 1111d it~ lovol bivi'lits - ---

Siaitor M ILiIKI N. ttt'fOrt yout tilili, Will %'Ou MnII to you:'. Hug-
pistimo as ft how to t ako vari' of t O'wi 111Irifty whli t ivy got old ?

Nit'. WV uLIA~NIMoN. YA, St'. 111 bit it hold hi'l ti't 04M h'sao i' liut il in
(l'illii'i'it'v oif fret'nmnl. It aliokild st ilitililld 111111 not doadti jiirsotial
1 08i011tAbIit v. It Should lower t it ext.imievdplii

sellivetr ii' lu~q M 1..Kt Niiy I lpilt Ilihi to yOu lIs not tilt% whole telidetity

dit'ta' lilt, gout of thrift ? No, I-), roiel lim-1iiit' thrifty 1111d
frugal ill t his 'oiiiittry, yoiur whleh evottoill; would t'liauogi ita fat'v',
would it liot ?

NIVi. W LLIitAMHOtiW Yesi, Sir. AIMl, if I maily HtIt'lk liit itis lolit I
wolilt liki' to siiav

sitoi I 1 IMM~Kt N. I lut'un, WO t alk abiotut huift iind frugality, antd
yit.( ti't ooitiolt pro0sures u' iigiluat 1I bnift 11111 frulgallity. 1lwvriv
atlvetkemm'ioilit. t hat \-til pit'k il) us at I timittiit lt-ii vleo t to sliiu
And, wbt'o Ilwty hoy-t) spImet wllit tlitw lavi'got ill lt til 1kuik, t li Owni'
1it' tt'olp1ttioiiit to buyv oi li 'tilt iulleifit planI.

Now, how do V0ou reetoi'ilt% thruift 111ti frugality Witlli tilt tt'uitleni'y
lit our i'ioouy f Anti whiat would lIlpum to our eoouivl if e'very-
blody" hie'to thlrifty and frulgal ? I anot not oippoing thrift. 1111d fi.
f ality. I mou il fav or of it, But. I liut% womdeniiog how Otl'uvt'rulgt
fellow vot rotist tilt tenliptat 'ool not, to hto thrifty 111od frulgal mili Wht

wouldtil blilpen to titoiilllllt buiaiiit's1111d whuat. wotilil hauppent to
eveirything i]li that Mestn on 'rv'ilit hiatus if peopille mutiiluly hot'vauu't
thritty wni frugal?

Nit'. Wu1u-MNSON. Tl'ht lis Why I bi'litVt' ill tis puriVuut\ syst' of
Indiivitlui tlt'iitins woriaig iu a Stometwhiat rIlduld flishiou ovt'r the
years to aihth to frugality antI thrift an tuti ot o it all tit onis'

I'ht lifitis10uranee blsilt'a4 hltfs fpit 1 t) 01HR)1 000 ))). av 'togs
banlks latvel aid(e a great thoul of maaitg*. 1\14,n lat't' 1111'ei1l1 pitt tV
tillnifty Witlli Folt'ral honids ililie it r ft'w yeArit. Wie haou~ t liuglit
11th oIltl~ ity v ~at, de'al of It rift atl 6s.

wlutt I tearl 1ull, 1 deplort ii4ii; toly livtiglilor h'i-lg filings I
think I clll'(. affrd, bit, hoi' i pt'ty Itrifty, ttil nltrwy. ' I
Ft'tltrah progrant. I think. vti o i' lt assitni% i' ill i: that. we% catl
have it logiiJ atoottit of thrift.. Awli then't I tit) think thlla. a (lvel,
trilsfir froml 1tot tif uis that. hiave tlit% fuidslp tolta4 totse Wili o t
through will fiavo a, givit deltI of mainl "lit iihiutv on tOwi ailvani'.
Pavinlg andtilot thei' nveittililit. ill tIvtst'rve; "fill that. if wi' simply
allo'ated--llosi' (If Im will) feeil gt'tleru~s towardu't our' llO'tl"'5W -
cotMtalit amt~ount. of tlli'O without. liov liu'tds tt's andi witlit anly
dillivilltv aboutl it, I thioik it wtliltl 110j) to solvi' part of tile iutvttimlltt

Senator Ntltuumt. WVould it, hie itifuir to doeribe our O0Ofltyl asr
ane, of rupid ohsolt'sei'no?

Mr. 11 113J.AMSiON. No. TIhiat iA ono of tOw healthy things about it,
too, of volrse,

SOVIAle SEVIMITY REVISION
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Sonator NILLIKIN. If everybody got the last week out of his ear, if
overybotly wore his clothes down to the last thread, if every lady
resisted the temptation to buy that new hat, the jewelry, the furs, and
ao forth and so on, ill other words, if we went into t truly thrifty and
frugal ev'nolny, where would our eClony be ?

NIr. WIIJhIAMStON. It is It budgetig t'olltIluy that we need; that,
where we hiavo that, sense of balane, we alot'ato the right allollt
for these Catastrophes thltt we face. 1, its t fornlr insurancet Um, 41lm1
not going out of the way to say that it, is it halancetd prograll which is
thu logical thing, either pelnuriousness nor misorliness ior prodigality.

Senator MIhtAKIN. IHoW 1any people out of a ln1ndred havO that
tinte sense of blanco?

Mr. WII.tAM.oN. I notice t,llt, two-thirds of thn people are saving
and one-third of thu people are not, saving in it givenl year.

St'nator INIH,ttKtN. If you liavo 1-5t) million Iopulation and only
two-thirds of then are frugal ill any group of years, end ole-third
art' not, vou have a b)i problem for tihe one-third that. are not frugal.

NI r. oVIAAM5ON. We have. And I think it is going to t ake itlo11F tilllo-

btelnator MIIIIJAKIN. But before yoU finisl, YoU are going to ttll us
how to got at. that.?

Mr. VIIIANtStN. I am going to ttvtlop a way. W'e shouhl dtVt'lp
an Anericant program for thli aged anId the Orlhas, aind not topy
Bismarck.

Social budgeting for widows and the orphans and the a ged: I havo
indicated that the deferred benelit. struct ture is UnlSuitable fo' granting
benefits "as t right to the agetd widows antl the orplhns, tlit, two
groups where the hurdhs stoin most untonsciona)h). I hav' only
hinted how the "carrot. before th nose" plreVe)ts of l1islmarllk seMV, o
to have led ti ('1l-nans and the world into inlfinite trouble. I have not
much waved the American flag, nor spoken of or heritage of fretdon
antd our classless society, nor of miy conviction that the Americani
heritage is too poitionlls to Cast. unitl for th '"dollar for it nickel'
sgn. 1 ave not told [low our American productivity an tech-
nl arte giving us en so high a living standard, that if we wtro interested

inl our no-longer-producing aged antd our not -yet -at.-work orphans, wt'
who havo the ineoano to pas out. n ou r whart blels for Europt or
Asia or the far' places are) perfectly comlpetenit to (l With these prob-

mis here and now. t, that is itho purpose of this appearance. We
can do it by A transfer of funtls from those of us wvho t armt them, or
receive them as interest, rents, or dividends, to those who are nio
longer in that position or have not yet reached hat position.

Senator NAmKIN. Is not that the basic of tiall taxation?
Mr. MiVaLmAmoN. I think it is.
St'nator MuLAKIN. I meati, oven if youi have at real estate tax, the

fellow who owns the real estate pays a tax which htehps to support the
sewerage system, the water system, the paving system, anti tom
shools. And lota of people wh o do not contribute to that tax ejoy
thoso beneflits.

Mr. WVI.AMSON. I feel that I haIvOpaid these taxes whtethetr I have
owvnod my house or rented a house.

Sena11tot' NI1tLIKIN. What I amj guttinlg ait is that We htear a lot Of
talk about transferring tax burtills, blut I (It net See howv youl eata1
have any tax burden without some bf the transfers of that. type.
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Mr. Wiu..msov. You aro quite right, And there is an t celhit.
paper that has heeni written by William Aiidmon, tio head of th

i11Ilal raCO co111pnjy organizatioli ill Canada. it, is also tho general
manager of th, North ,Anerican Lifo of Toronto. It is it paper on
this tax apploch to social inslran'e.

Senator M lIIIKIN. I think it should be added that no matter who
pays it, il tih lt instm.llict, 4,\'erybody pays it, ill th t'ltI.

Mr. WILLIAMSoN. Quite trute.
Social budget ig is jl,-as-ou-go. Ihat good dhra'se has been

lisiused for a liltit of not. iia\,ilg anitd not. going very far. If there art,
sooll to he 10,0l(),Olt0) retiret) aged and 3,200,000olphaln children and
widowed motlhers, and pehaps 2,80),0lt0 extehd disabhenl.lt cases,
thost 16.000,00 llsolls it. $3611) each would tako nearly $1,000,-
0011,000. It is It lot, of irnev', and $30 it month isn't much to pay
thlm. But it, is as much as ve should pay then till we cut. through
the barebd-wire ent anghleinlls that, have hanonmred our freedom of
thought, and which hav, kept us from looking closely iat Santa Claus.
We shoul forget, the mi.sumd wortdq "insuanto"' "'contrihut ion,''
''adequiaey,'" '.as a right," and should think about, compensation for
thO robbery of the aged by inllatiomnarv proe lres, a social dividend
for our inherited phit, of ihe generosity that is spelled out. in imposed
ail paid taxes. 1 1miii eveii writing a' book about it.. Sonittilnos I
call it "The I essr E'"vil"; sometilet' "National Sharing for IPevtonal
Responmsibilities." It. is n, nort a ntw ide thilan ti t golden rulo, il
it. doesn't iuldgt out self-sultieieio\'.

If wv pay for social Ildgetin we imiust 'airti the fuln. Tl'his
social )uIgttiig haIls bet'n disImissedI ill milll, rOlts paPjwr some of which
are lit tieln, d to yout report. hert', ill tho United States, ill Canada, ill
England, in (hqmittmiala. 'rho lover Commission seriously coi-
sidered it.. So do , m book just living published by tlt, lrookings
Instituttilil, on tl IFimmiting of Sotial Security. I have not read this
book, but it. is just out this wek or last week. It. is by Lewis Mterimin
ant associates.

Senator MImIIKIN. YOU had ibPt.tt'r read it.. It. is very inttrsting.
Mr. WIuIAMSo N. 1 iite'nl to. 1 1it1t it is ill myV mailthis niornling.
I Ivt even covered it. i i sta m nitII. to tht Advisory Council to

t'hisii committee, ami again in datla furnished to tlhe Ways and .Meamil
Committee last. year. I am furnishing this mhatrial to the iiemnltrs
of the committee' hterewith. It. is typilttd, in its approach, by dirtect-
nt'ss, simplicity, bahmnce; mlit tho tystoni dos not. rduct but rather
enhances our should American system of individual and imass thrift.
antI insurance.
The Curtis recoimmendations of Octottr 4, 1949: Congr'ssmnan

Curtis, in his most, striking speeeh on the floor of tile louso, ill tilt'
very liiiited attention givtn to this bill in tit ltoust, reconmm'dl
social udgtting, without miiIing it as such, ill that spteeh. 'lii
recoimuiittlation with which h finished tiat 'speteh Shoult b followed.
Ite knows that, tho welfare of tile Ameri'am ptol)ih is too important for
decision without stuly. lax miieo, business economists, tiiancial
men, demograllphe, m, iawtr, andt , Wilothite tis program isn't insurance
under any of th mentmigg I attach to thit word, attuari,--thest,
t'' Iify the, thorough profet.wional appronth which should bt givtn.
lN-loving the Bismarekian precedent, suggestions of full study have
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been blocked. Such a situation is most undesirable iii this demo-
cratic Nation.

Senator NILaKIN. I think there is some grounds for challenge of
that statement. We are sitting hero, and we have been sitting here
for 2 weeks, listening to experts like yourself. We will probably be
sitting here another month or more. We have appointed a special
Advisory Council to make a thorough study. They have made a
thorough study and have given us reconmmendations. When does
this procem end?

Mr. WIuIuAMSON. They have had no hearings, that Advisory Coun-
cil. Wheni Sir William 'Boveridge, after 40 years of operations in
England, was asked to draw ip it program, h e held hearings over a
year. lie looked into the matter. And I think 1 can say this with
complete frankness: that in this Advisory Council there were no hear-
ings, and as far as I know only two people submitted information to
them voluntarily.

Senator MtLIKIN. I can say this to you: That, everyone who had
information was invite'l to submit it..

Mr, WILLIAMSON. I asked for the privilege of submitting it and was
permitted to do so.

Senator IihLIKIN. And that was true of everyone else.
Mr. WIL|AMSON. There was not much submitted, was there?
Senator m yiKmn. Well, if people do not submit when they are

invited to submit, what should we (1o? 1)rag them in by the scruff of
their necks and make then submit?Mr. WIL~~~uA oN. I am inclined to think something of that sort is
desirable.

The current arrangement continued a while longer would be le's
harmful than doopening the negations, through 11. It. 0000, or the still
more extravagant recommendations for the favored categories as out-
lined by Mr. Altmeyer before this committee.

To copy the German strategy in Holland, to leave the burden upon
posterity, isn't applicable in our own country. We have to live hero.
Lot us have no more tampering with an intrinsically bad law until a
thorough study outlines the logic of a sound program. Such study
should be conducted by competent qualified persons. They should
not be directed from the social-security bureaucracy. Now is'the time
for significant thought, not thoughtless action.

Senator Knun. May I ask if you have made what you consider
such a study?

Mr. WILLIAMSON. I have been employed for over 10 years within
the Social Security organization. I don't think I have completely
wasted my time.

Senator KERR. Would you be sufficiently bold as to answer my
question?

Mr. WIAJAMsoN. I do not think, I have the full story. I think it
needs more than one person, who is an analytical sort of person, to
build up a study of this sort. As I say, I think it neds business
economists and financial people, and these various groups, really
cooperating over a considerable perioil of time. No ivory-tower
individuals such as an actuary are ready to promulgate the comiploted
story. I am trying to set down'theqo points myself. I loft the Social
Security Board and went into private practice, ad my conscience
hurt me. I couldn't stay away. I had to go back and summarize
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-the things that I had learned. I am in that process now. This is an
interruption to it. I have had other interruptions recently. Tie
thing is JUSt too big, though, for one person like myself to do it. It
1ets a group of very exceptional people who have gone through
pretty stringent disciplines in their thinking.

I think this is the opportunity for this organization to champion the
thing which Congressman Curtis has brought out. I certainly con-
gratulate him for his point of view, as he sets it (town.

Sonat r MIIIKIN. Well, it is something. that has bee, sUggested.
But if you are under the impression that a lot of thought has not been
given to this by Congress, dAd I at speaking only on behalf of the
Senate side, I canl tell you that you are very much mistaken.

Mr. WIlLIAMSON. 1 ant1 under no0 su1ch impression, sir.
Sen1ator Nl.1hKIN. It was a subject of m1u1c]0 preoccupatiol with us

in preceding Congresses, and it has had muelt preocctuatliot ill this
Congress. The chairman of this comnmitteo has been through this
twice. lie was hero at the beginning of the system. We havo much
to learn, but we are not entirely illiterates on this subject.

Ar. WILLIAMSON. You certainly are not,, sir.
Senator Ktntit. lay I ask: Do you appear here in your individual
•clcitv ?

Ki., M SON. (S.Completey, sir. I am here simply as a citizen,
not even as an actuary. I am whereas a citizen who has spent a lot
of time oit this. And I may say that I ant spending the major part
of my time, rather as a labor of love, on this subject.

Seniator Ktmuit. Now, a labor of love for what? Is it a love for the
labor, or is it a love for something to which the labor is dedicated ?

Mr. WILLIAMSON. Well, I don't like to be stug about these things,
but when aty individual has spilt its Imulch titlie as I have without
summing up what he has done, hto has an inner compulsion to sum the
thing ip and, with time enough, to give the story as Ie has it.. I think
it takes a couple of hundred pages. I don't expect it is going to bring
llO aty fee.

Senator KNma. Do I understand from that that, you are just prac-
ticing on us?

Mr. WILIAMsON. Ill a sen1Se.
Senator Kun. I see. Well, that explais a lot of things.
Senator MILLIKIN. Mr. Chairman, I tave a niemo here which states

that for 1944, for families of two or more persons, as far as savings are
concerned, there was a deficit where their incomes were less than
$2,000; that there was an average of net savings of $122 for the same
year for families having money income between $2,000 and $2,500.
So when you break down the savings to which you refer and reduce
thom to their present dollar valuo, I at not so sure that you do not
have a largo area where there is real need.

Mr. WIhJIAMBON. Quito true.
Senator MLt tN. I hope that you will now tell us how to take care

of the "unrugged individuals" sid the needy who perhaps have itot
been thrifty and frugal.

Mr. WLLIAMSON. 'ho social budgeting program, as I have played
around it, here, for the United States of America, seems to me to be
built up ott three legs. First, there are tite individual savings of the
persons who have bank accounts and real estate, Government bonds,
the cash aido of the life-insurateo policies; second, there are these imss
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programs of eluployer-sponsored methods and union-spolnsored
methods, all these cooperative Ienefits which come in; and third, there
is left, I suppose, what we all as citizens can handle. Under the first
of those, as I consider it, there is the man as a person, as a responsible,
individual, lie tries to take care of himself. Second, he is an em-
ployee, and thanks to his working fairly permnanently for an employer
there grow up these fringe lenefits, a rather delightful sort of 1hing,
where the employer becomes so identified with this group of people
that lie adds to the wages something extra for long-time service.

Senator MNlia,KIN. A on have all of those things, but you also have
millions of people who are in need. Now, would you come to that
point and tell us whether the Government, has any role at all as to
satisfying that need? If so, what is this role?

Mr:. WILIA^MON. And third, sir, the (1ovornment, fitting in;
counting upon, however, the resources of the man from these other
two places. I think it. is sound for us to give a uniform amount to all
our people with a certain status. The record to (late shows that, they
are withdrawing from the labor market at. about 70, for the men. it
may go down. later on. I therefore would like to start with 70-that
everybody over 70, some 7,000,000 people in the country, should have
allocated to them that amount which we decide we are willing to give.
I say $30 a month a head as a right from those of us still working, as
an apology for their difficulties in life, an apology for their not having
gotten the technical gains which have come to the rest of us, social
budgeting of a lower titan subsistence amount, not enough in this one
thing to take care of them. Then throw back- to the States and the
localities the responsibility for the individuals there when there is real
need, so that they who Know what the facts are about the local life
can (teal with it.; lf possible, I hope, with employment, and with self-
sufficiency in other ways. We are not suited for it, I think, in
Washington.

Senator MILLIKN. Well, that is your point, that it should be pushed
back home.

Mr. WILIAAMSON. T think the assistarco part of it should be pushed
back home, but it will be loss if we have this floor for everybody
allocated from here.

'rho CHAlIts.AN. That is purely ont a pension basis?
Mr. WILLIAMSON. Well, I would hav it both for the old andi for the

orphan children. We have got old-age anti survivors in here. The
children are rather small in number, probably not over 2,400,000.
The CHAIRMAN. As to this floor you speak of, you do not contem-

plate any aid and assistance from this so-called contributory theory or
thesis, at all, (10 you?

Mr. \Vu.m.AMSON. I should like to have that go back to the indi-
vidual to use for himself, and not have it tainted, as I insist it is
gained now, with this ''bargain," this "Santa Claus" spirit.; that no-
body who is out has the satisfaction of having paid for it. The average
is about 3 percent. I put it, myself, under this act now, that I wonit1(
pay under the uoxt 5 years, and in the last 3, when I was covered
under this system, I would have the privilege of paving about 3 percent
of the potential benefits that I get out of it. Now, it. seems to me
outrageous for me to expect the American citizens to pay me $100 a
month for which I pay $3, anti my wife $50 for which Ipaid maybe
$1.50, under this system.. We have created this fiction of a contribu-
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tic)i. It, is 1ot, at jprmiil, e'ven though Mr. Lesser ini his little book
say's it is. It. i,4 just a token patnlent
'I doi't know mw Nlly of \'O y l heard Mr. Calhoun and M\Ir. Alt-

mey vr over television Ihe other il hlt, hut % (10r. ('alhoun allte it 'iry
forceful statet'lli il)O t this System, to the eI'et that ioody has had
Ihe satisflt t ion1 of having nnule an hllonest cotttrihution toward it.
And yet we are reconinminding here that. when you pilt Out 30 tiles
your nloley lnieult we should double that, ienerlv. so as to give 50
or 01)60 tlmes. It seems to me we are dealing. with dalngerous llmncial
rehationships here, which have to be straightened out more clearly.
The (IIAlM ,N. Are there at\ other (puestiots?
T1hattk you ver\ much, Mr. Williamson.
Mr. \ ,L1AMSO.. Ihank you.
(The following statement. wvas submitted for the record:)

ST. TuMENr TO 'rimi: S'ENAT" FINANCF Coi.ulrFF: ON 11. It. 6000 nY . W. WILsON,
AviCTVAR AND ECONOMIST

Mv uanit is Elizabeth W\ebb Wilion. I live in ('anibridge, .Mass. I ant an
s.stielato of tie Society of Actuaries and have mv I'l. 1). in economics front lil-
clitre ('olleIo. ! ant i fre-lanice .wrifer and lectitrer on social-security subjects,
with esitial referetie to health insuralnce.

I opose hlit- pas sage of l[. It. 6000 because of the repercussions it would prob-
ablv hive oi otr economy and prosperity. The actuary of the Social Security
Administration hla estimtitcd that the cost of 1i. It. 6000 1tay ultimately be an:-
where tilween 0 to 10 percent of tile pay roll. Mr. Willainson, the former
actuary, has told yol that. already the cost of the svstenm hit exceeded the actuarial
estimate for 1980-and the cost is still rising. Assume, for purposes of aru.tnent,
that the cost will not exceed 10 percent. What Congress would be willing to
levy a pay-roll deduction of that antotunt? Of course, it might be divided equally
bet'wet thte entployers and nttployees. That would only inean that prices would|
rise or wages be adjusted to cover tile employers' share. In the final analysis,
the worker would have to pay. But this levy is not all. There would be a 2 per-
cent tax for unontloyoinet insurance, and probably 14 percent more for tempo-
rary cash sickness insurance. If, by sonte mischance, the comnpulsory hea th
insurance bill should pass, its ultimate cost would be 9 to 10 percent for complete
coverage such as they have it England. There are other. things such as more
liberal death bonelits, which might easily bring the total cost of the system lip to
one-fourth of the pay roll. Certainly It. Is probable that it would exceed 20 per-
cent. Would you want to say to the workingiten In your constituency, "I am
voting for a law that will make your children work more than 1 day a week just
to pay for it?" They would havo to work half a day to meet the costs of H. 1R.OW0 alone.

May I quote a portion of ant address made by Mr. Samuel Gompers in Wash-
Ington, )ecember 5, 1017 lie was speaking of the effect of social-security taxes
on the welfare of Gertuan workers: "By reason of the taxes which they were cont-
polled to pay into compulsory social-insurance schemes, they had no money left
except for the absolute necessities of life. * * * Thoworkmen * * * by
reason of their property interests in compulsory social insurance, have becit com-
pelled to remain in Germany and work under circumstances, wages, hours, and
conditions of entployntcnt which forced them to endure conditions below standards
of a living wage." No wonder Mr. Goitpers concluded that "social insurance
cannot even undertake to remove or prevent poverty."

If it is inexpedient to pay the complete social-security bill by pay-roll deduction
how will tle cost be ietn? By corporation taxes? by increased income taxes
Already the "bottom of the barrel is being scraped" (to use Sir Stafford Cripps'
phrase) as far as tle rich are concerned. If a maximum income of $15 000 after
Federal taxes should be set the increased Government intake would be only
$3,000 000,000 The Notre bame survey ha8 ahown the decrease in the propor-
tion of tto country's spendable wealth that now remains in the itads of those
with incomes of $5,000 or more. If corporation taxes and income taxes on the
higher brackets are increased, savings will be decreased, as they have in England.
Without them, how can business expand and Idustrialists renovate their fac-
tories? Almost three-quarters of a million now jobs are needed each year. Each
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ob takes on the average S8,OO0 to Implement. Whore will te money conme from
f most of the excess money over bare living oos t is taken in taxes?

Some optimists will say that during the next half century th ti national income
will mort, than double. '['mat depends on whether other thlbu, remain the saite.
In Germany, front 1885 to 1935, the average minherofdaysotabsetteclsm doubled.
There wassocial s ecurity there. The English inalgurated their cradle-to-grave
prograit on July 1, I4S. A rt11utt bulletin of the Ministry of Food admits that.
there was more absenteeisn In the mihl winter of (ha-il, thaz "tlring the
harsh whiter of 1947." Agail. the Me(fraw-llill survey has shown that because
of high taxe\s there is a growig disinclination among coilpet"t bush,.Asinet toas sumeo additional reslponsibilities. Enctrotielnmont of government in busines.s may
well bo another deterrtit, ti ellcittey. Also, other countries working on a slave-
labor or low-wago policy anid a devalued currency will find it relatively easy to
undercuit uii fit the export field, once their economifes are working at full tilt'and
the ravages of war have been repaired.

In short, in order that our free enterprise econony, which has made its the
most prosperous nation in the world nuy Im preserved, I beg vou to stop nd
conslder. Small present. glihi may uitintitely cost us dearly in lowered prodtc-
tivity, confiseatory taxes , and evet world leadership.

The CHAIRMAN. Mrs. Hester Stoll?

STATEMENT OF MRS. HESTER G. STOLL, AMERICAN ASSOCIATION
OF SOCIAL WORKERS, WASHINGTON, D. C.

Mrs. STOLL. Good morning, sir.
The CHAIRMAN. Will you please identify yourself for the record,

Mrs. Stoll?
Mrs. STOLL. I am Mrs. Hester G. Stoll, representing the American

Association of Social Workers. I am a inember of the National Coni-
mittee on Public Social Policies. I live in Washington, D. C.

The CTAIRMAN. You may proceed with your statement, Mrs. Stoll.
Mrs. S'oLL. The American Association or Social Workers is the

largest profo~sional-memborship association in the field of social work.
It was founded 26 years ao and now has more than 12,000 members
living in all parts of the United States and its Territories. These
social workers are employed in public and voluntary local, State,
national, and international agencies. The association has 107
chapters located in practically every State and in Hawaii and Puerto
Rico.

For more than 15 years the association has been developing a policy
on public social services. Gradually, we evolved the principles on
which we believe social assistance* and social insurance programs
should be baatrd. Our annual conference, attended by delegates

chosen by each chapter, provides the chief means of formulating
membership opinion on national issues. The annual delegate con-
ference held in April 1948 in Atlantic City, N. J., adopted a platform
statement on social assistance and social insurance. A copy of this is
attached to our testimony. I am empowered to present the associa-
tion's point of view using our platform statement as a criterion.

I shall hand over a copy of the platform statement, if I may.
The CHAIRMAN. You may do so.
(The statement is as follows:)
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PLATFORM STATEMENT ON SOCIAL AsstRsRI cE AND SOCIAL. 1NRIn1NCIn Aneoti'sn
ny AMrERICAN AssOCIATION OF 'SOCIAlh VORKeRS

APPLICATION OF OBJECTIvMA AND PIRINCIPLES

Social assistance and social insurance are complementary ineasures. Jointly
they represent the bost-known methods of dealing in an effective ald organized
manner with common repelitive hazards of living which affect all people.

A cotiprehensive scheme for social security in the United States would require,
in addition, a system of family allowances, s already developed in tmost major
cotintries.

Tie development of a Nation-wide, fNllv adequate', integrated, and comprehen-
sive selneie is al evolutiollary roess. It may lb accelerated by wide inter)re-
tatlon of as yet uncovered need,; and of otr limited facilities for mnteeting others
not in lint with otur economic potential for production.

As a professionall group, we wish to contribnto to its sound alid speedy develop-
metut by pointing up certain principles and methods of providing facilities for
social security, which we believe to be tested aid valid.
I. Coitn mon lei res of Social .Issishinee and SOcintl Insuarance

Social assistane aid social insurance both deal, as a proper concerns of Govern-
inent, with the major risks of tmtnm)lovinent, injury at. work, maternity, Illhtess,
extended disability, old age, and death, and their consotluonces for lndividuala
and families. Both should be designed to conserve the personal integrity aind
dignity of persons tin need, and to assist then to return to twf-malntenanco
wherever possible.

Both systems must provide benefits for financial aid and services for meeting
other thani Income needs. Benefits anid services should he freely availah, and
acessiblo to everyone needing them. Tlhey should also be of adequate equality
and size in order to be eftcotivo. Benefits and services should be available as a
right, to be provided without discrimination as to race, creed, citizenship, political
affiliation, residence, or other arbitrary factors. Tiy should be administered by
procedures that are fair, understandable, atd of such a nature as to encourage
initiative and responsible partlcipat ion on tlit part of tl beneficiaries.

There should be adequate provisions for appeal by an applicant or recipient
from an administrative decision, and ready opportunity les for fair hearings. Whileeach of tile two systems, in a given local setlilg, may need to develop a full range
of all basic service for families and individuals of all age groups, including children,
it is considered more appropriate, in general, to develop within the framuework of a
single publie-welfare local agency all basic services, available to everyone. Social
insurance will use then by referral.

Public benefits and publo services may be snppllemnted by benefits and services.
offered voluntarily by voluntary agencies. Such aid, however desirable, does not
take the place of adequate and appropriate public provisions.

1. Benefits, as a rule, should be provided as unconditional money payments.
Valid exceptions to this rule will be found in the provision of certain benefits In,
kind, typical of a comprehensive disabIlity-insuracei scheme.

2. Services may be generic or speciali.ed. General welfare services, Involving
skilled ease-work service for families and individuals of all age roups, including
children, should always be provided as a basic resource. Skillel lndividualizlng
service is essential for understanding the needs of tile applicant or recipient
thoroughly, and in order to assist them in developing their own resources, or to.
make effective use of family and community resources in suclh a way that maximumn
health and well-being will be achieved. Skilled case-work stwvices should be.
available in at least one public agency in every community, accessible to anyone
Irrespectivo of age, cause, or character of need.

In addition to the general welfare services for children and adults, specialized
facilities must be.made available, particularly yielding employment, vocational,
health, educational, rereational, protective, an() legal-aid services.

Social insurance and social assistance should each be organized and adminis-
tered as a unified, Integrated, and comprehensive system on every level of govern-
ment. This objective can beat be accomplished by-

(1) A unified public-asistance progratn abolishing the categories hi which.
need is the only condition of eligibility for Anancial aid. Such a system requires
adequate financial and admInistrativo participation by the Federal wd. State-
Governments, utilizing the principle of variable grants-in-aid.
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(2) A unified, national compulsory and contributory system of social insurance
which will provide the entire working population and their dependents with benefits
and services related to the major common hazards. A single admnifistrativo
authority and a single and inclusive contribution from workers and employers,
supplemented by statutory contributions front the Federal Gov'ernunnt, will he
essential to the validity of such a plan.

On the local level, social assistance and social insurance may well be represented
In one cooperative public-welfare unit. Dependent on the size and character of
the community, two separate units may somnetimnes he needed supplementing each
other in benefits and services. Irrespective of a joint or two separate facilities,
there should b in each county (or other administrative feasible units) one public-
welfare agency providing the benefits and services of social assistance under one
program available and accessible to any person in need of financial aid or service.

A maturing social-insurance system should gradually reduce to a minimum the
necessity for other public and voluntary provisions of benefits to individuals and
and families suffering fromt common hazards.

While need for services may not change substantially at the same time, revenues
from social-insurance funds should contribute increasingly to their financing.
I1. orial assistance

Social-assistance measures must be broad enough in scope to provide benefits
for all needy persons lnadc( uately protected, or not covered by social insurance,
regardless of the cause of their need And regardless of age, race, creed, political
affiliation, citizenship, or length and place of residence, or any other arbitrary
restrictions on eligibility.

Social assistance is a generic public family service available to Individuals and
families. It aims at the prevention of individual or family break-down and of
dependency, and deals also with current dependency conditions.

Social assistance offers: (a) Benefits for financial aid as needed; (b) individualiz-
ing skilled personal service as an integral part of its program.

Focusing all efforts and processes in suich service on an understanding of the
total personality In his setting, social assistance helps the individual to use ef-
fectively his own and his family resources. As far as they are inadequate to meet
the individual's needs, or unavailable, social assistance makes available benefits.
It helps through information amid counseling (also by referral) to make use of the
full range of community resources as needed.

Social assistance may provide and operate directly suitable welfare facilities
unless they are adequately developed by other pubic or private agencies, in
proportion to the demand, and available and accessible without restrictions.
The resources of voluntary and cooperative agencies, if adequate in standards and
available, should be fully utilized.

Social asslstance-requiring for effective service a variety of community
resources, and as one of the major consumers of their services and benefits-has
a continuous responsibility for their increasingly effective teamwork and mutual
supplementation. It must be concerned with the coverage and adequacy of
standards of all community agencies offering benefits or services.

In the operation and development of a sound social-assistanco program, the
following aspects are considered essential:
1. Organization and slructure.-(a) Unified administration by a single agency

on each level of government, to include a single public-welfare agency in each
county (or other administratively feasible unit).

(b) Sharing of responsibility between Federal and State Government on a
planned basis, such plan to be subject to regular review and change as needed.

2. Comprehensive and adequate prograun.-(a) Coverage: Need to be the sole
determinant of eligibility.

(b) Benefits as unconditional money grants to be available on the basis of
established need in an amount adequate for maintaining a reasonable standard of
living, and sufficient to prevent physical or social deterioration. of the individual
and his dependents. States should define the content and level of living to be
afforded needy persons in given circumstances, and should develop elective
methods for determining their cost.

(c) Services of high quality to be made available, without regard to economic
need, to anyone who needs and requests them. The public-welfare agency must
meet the need for basic family-and-child-welfare services directly with the help
of a qualified staff. The need for specialized services may be met through referral
to specialized public or voluntary agencies as available.

3. Finance.-So that basic needs for betiefits and welfare services may be met,
the fiscal planning of the several levels of government should provide (a) adequate



SOCIAL SECURITY REVISION 467

ftind-z: (h) unearmarked taxes directly related to ability to pay; (c) Federal grants
related to the State's ability to pay.

State distribution of available Federal and State funds to localities should be
in accordance with their needs.

•1. )'crsonncl.-Competent service to be assured by the recruitncent, selection,
retention, and development of the best-equipped personnel in relation to the
specifle nature of each type of position.

(a) The public intiercsts demand that con potent service be assured in a public
social service in order that public fnnds shall Ibe aduintisterd in a way to preserve
major human resources in a socially effective and econoncic manner. Profes-
sional functions should be performed by an adequate number of professionally
qualified persons. A well-administered merit systnc which minimizes arbitrary
restrictions (such as residence) offers the best assurance of such personnel in
public service.

(b) Agencies should provide staff-development programs including orientation
for new statf, continuous in-service training for all levels of staff beyond the orien-
tation period, and a combined scholarship and educational-leave plan for which
opportunities are made available to selected qualified staff to secure graduate
professional training.

(c) All persons engaged in the administration of a public service should receive
remuneration commensurate with the qualifications for and responsibility of the
duties performed.

5. Contribution to commimintl orgatii:ation for social trlfar.-Will depend on-
(a) Continuous research in community-welfare needs and resources.
(b) Provisions for modification or expansion of existing services and the estab-

lishmuent of icwv services as needed.
111. Social insurance

A nation-wide comprehensive syst eun of social insurance should maintain
family income and stability by providig ba-ic security against the major risks of
unemployment, maternity, illness, injury at work, extended disability, old age,
and death of the wage earner.

The following aspects are considered essential in the development of a valid
system:

1. Organi:ation ard structrc.-Unified administration of an integrated national
plan covering all the major hazards under one program.

2. Proqram.-(a) Coverage for every working person, including agricultural
and domestic workers, employees of nonprofit organizations, public employees, and
the self-employed.

(b) Benefits of such amounts and for such periods as to provide basic economic
security for the insured and his dependents.

(c) services: Ready availability of case work and other essential services to
claimants needing and desiring tlhem, such services to be provided by the insurance
agency or by referral to the local public-welfare agency, in which case there must
be finamicial participation in their provision.

3. inatccc.-Financing of all phases of the program by periodic contributions
front employers and workers, supplemented by statutory contributions from tie
Federal Government. Social-insurance funds must be adequate for the financing
of benefits for such periods and in such amounts as to provide reasonable security
and essential service for the insured and his dependents.

They shall also be available, front current inconie or reserves, for such research,
amid for the development and operation of community facilities and services which
may contribute to the prevention of common hazards, or to their more-effective
dianosis and treatment, or reduce their cost to society by reducing or delaying
their incidence.

4. P'ersonnel.-Personnel to be vell qualified for their respective tasks. Pro-
fessional functions should be performed by an adequate number of professionally
qualified persons.

5. Contribution to community organization for social wlfare.- (a) Continuous
evaluation of the extremely valuable data yielded by the operation of a compre-
hensive social-insurance program. Studies with special emphasis on extending our
knowledge of the living and working conditions of people and of the hazards to
which they are exposed.

(b) Such knowledge to be pointed up and interpreted in order to broaden and
qualify the factual basis for social planning ot every level, for cach age and occu-
pational group, and for other functional purposes.

00803-50--pt. 2-21
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Olit-AtiS ANtD 81111VIOHS iNKIttIANCF.

Oldngea ndi sturvivors itisaranra shoiltt he streogthl'iid hV iiit'lliiig thliati
worki'rA nat now covered (to finlIitv thli riiilraatl ret ireitett )iragail by%
rodtiteIiig (tll age ot eligibility fotr waluen to a l il by adiltatlv lrotet'eolg t Ia'
hovietit, rights at itervlt'ei ii athler ieitilt grtipq tit noiw atittelyv eaviivil
who maty neied tilt, estanllisimieii ot arbit rarity rmaged credits.

IHe i, tits should he iereaitei by clattigitg t he ht'iatt formula, Is raimig thle
nionmit of ilaeamae llpon whichl cant rilittimi.' and leiietlits aire caiiilt ii, mito hmy

ralsiog theii miiimmainilu 11 iiiitiiiii paiiiviH. ILiiiitittin as15 i to ( lie earimii. tf
bm.'mmliiarlm's tiliamld ha renmovedl.

I Llmeiploy llt, it iiisiiratii'e 4hiild hei' Icorparnte no it a maul vaut iiprelieisivt'
stysteml ot imaial lmitiricte. This sloild iilsa sijmply to t(lit, mploytoiiIi ser'im'e
ii (I itt ilvi Heirviie seliotomi w I iIth is it comiitij ni mv trvivo amid m'sseiit hal spmivii it, il

li'meflts 41hould lil Imereasedm to provide Nish', evt'ioitii secuirity fotr liim mi-
plyI'll persaml illda hit dveiidemits iiy itisig it lu'iietit tariimiia wiiehi lIs adcquitfl', by
mlai lg it ittliiii'itly hii 11tiiaiimiimii, ii by~. aoriig heet'itts (it silliiemt ly bulg
durattian. E~pereuii'a ratt lg mimlm ht1 i' e litniuiztt" 'l i 1lititle tiqumlaa a
remoiived. Hteuetits slimiald ltilt' gratit' tar deim'adeiltsi.

(Coverage slmath he' a.te'iild to sleititi grimps naow eit'~iii muid toa euujlovetes
ot firmsii ot ai ar t wo; tlso to tlti svicltiilovml.

lI)ISA4limi 'Y I NSI HA N

A tint Ioau pam shthild ittramlmiem t'tmuit-himueive t' ~ amul aicimit priv isimiis toa
ottrr lnt It uat madcal services andii tot caijtu sill oiirk itig jimisais tar lass at
curniluigs resilt lag trominllhticas or it jury. l'isplan Shld il I midi' a minti'a ity~
bemietitt mail servlices. Withilil lil grateil mint ioill s\S~vuuu. shomrt-termi mislhilit v
Iuam11aniieo couldheIli ndinimstivreitl i i'oaiceit \%Lou'u i imemioit'i iv iit I isilt rItumi.

Wo'rkmviii' s emiimntlm -rvi litig t ii'sti 5 ami servites tar lass at eariimigii
resultilag train ocilatilnai ill itess or hijitry --slinil I becoea anl ikiletgm u part atf

it', at ioil program. It mintaiai'il as it si'tiirimt t etiti witt lila it comiin liiIsivt'
mitsei, esse'iini aidjustmeni'uts wauldt he reqaiiredi litilimiug I )roadilr average at

1 iiersonsm uil auplayiiit, gci'ril coverage o a t iupimt iaumi disvais, tImprovedl
wi eafitsi, nail1 Itei'i'a to cmt i nviil'i'ndll'al andi reluuiilut tit lvi' service Withliln thlie
Integrated nat liail system e.xtemlild disahilit y laxairanic i'iald lii iadmuinistere'd imm

cuaiaiti a with (MI AL
('aiprelicautlve tllsahilit v astirniie, whet her ittilmlilitered nas oat' plan lia'llilz

llt forms at illness mnd inijar3' ar whtlili'r tiliated with lit, lmiu'tlt ittiuire at tilei
existteit, fiurnt piait, muitst pirovidle, inl nihiitimi to cias-Alicaintlits tar I(lit' rain-
pi'iiitatili at the lass atfemrmings, sicli heiitlitI kind which will provide at tall
ramigeofa prevenitatIve iilanmistio andi treatmnt'iit serv'iic.t at high i'iliher.

Mr's. 8Sroij.m', Weihave set'ti, tlii'ough our t'xpetrit'i'e ini working withI

people, thot dististrous eltiects of hick of ilit-'Ole upllh health, fimily
lif(', intI Care1 of i'hiltlrenl. AS at jtrofi'siotutill gr'oupj wo feil that, w~e
laoit a 1espnh)Olihilit~y to tutike knlowni wht, we ha1ve lt'iirli't to those
wholR limt decide 11(1011 minat )10 progriis wih will affi'it. All tof lit('
citiz('lis for vema's to ('01110. We would i liko to express ou11 aippret-iatioll
for' this oI)I)01'i tluty, to prest'ii our1 views 011 (te ltgisititivo prloposals
0o1nhotlitd inl 11. H.'(6000.

Outr general point of view: T1he association believes tit thlt estah-
liSgthllit of a co ill prel lelsivN Svstvii of count ributtory social i1tm1allt'
shouldl ho tile cornerstone of it jiulic-iwel1fare p)rograil. Public-lst.ist-
alive Progruamn Shiouldl be thought, of m Su1pplelmentary Iitd colip~le-
mieiitary to the soeial-immtrallce progi'ahn. Both jprogtaius uti po-
vide benefits for fitiaiciail aid and services for meeting otlher thanl
111001110 needs.

WI suprt thie lpurpost' antd provisions of It. It. (000 in general
anti tare giu utilhat, the House of HoepseelilAtives lpaqgodit bill whichl
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(101l1d give' iitervitsi'il seiiiy *IIlI( assistiwio to those' of oili' cit izents
whose tii't'ts haive bulg hciv nlt'(111 Ollr pomit toll oil socti insirillci'
1111(1 lissistltt'i' priogramiis waIs tescibitill dt'( il inl oilr ttst inionlY of
NMarchi 18, 1949, betforei tit le I bsv'of Reejiicsi i t ivt's 'uiavsiand NI aiis

reettiiuiii'iidting eliii ngts Ilini mldi licit ionls ill If. It . tilt4).
. )Id-aigi aindl snilv ivois, iiisuriline: Om )u i tfo-ini callts for ill en x-

ittlaeitlei (, Il1(1 So Wi' vie'w Ill pr' tojosit k i ii iii i Ing (h lit' 'l lioil of
coveragee inl If. It. (moItt s it positmive' s1tep. IfioWvi'r, Ite oiiissioli of
covt'rigo for fit rillns filrii wvorkt'rs andl pa~ilI~ dnt'ioimestic' workl's is
it grave dvift'et whIichi wet t'x Iit It'e Scenate leiiaie ( Olllli l IIe to
r'ui'idy. Ill ligi'lt urill Slttes It'e ii e of old-1igt'-assislle
reipien s is swi tldii Y i0 1 ilig 11l111 ill stome inst ilic tti'5 811 s l1 i5t lii
linuber of IJASI bein'Iitiiilries. Ti'lt' i'e-lisioit of fii rullers aind farmii
\V0rtkers front the' coibi ii oly s;vstvcut pltevs a1 burdei oii Stiit s w huhl

sliot II bt' coveredl 11,; 1ihe Adv isoi'v ( oltitil oil Soviai Isi'cuii i v revoinl-

111ii11 * save ftor I lii'ir old1 age. I'lit' najorit Y of t lin work I dayt% a
weetk ill Vaiou 111 ittiit' litI toulil It lilt''I lit, reqij i einns foir coy ir-
ago uit~er 11. It. 600t).

2. ( o i i ui ions bY niiproti I olgaliild lis Shioldt bet coiipulsory
so that it'i r t'ilIpttiv'' ill reltctivetOl liii' 8111'hitaIs its oii. i'ult-
pltivs.

3i. We. liet'ivt'e 111cdw OAS; tipnias shouildl I' iliciiast.1 I lild
tilt prov isitois of If. It . 60tt0t antI( t1liii thIn ftwiti tilil foi divi- crinin g Itl''

Woibo'r"S primairy v ht'iljt ii iiioliit wh~vich wias it'ttiiiiiiitledt by Olt
Atlvisorv ( oililcil, stittld Ih' ittdttlt d. I AS I laiilt'tiviliiiits halve at r-igl

oilt liivilig toa t utl to pui.li ssist iti toi pr'ivate t' gt'itt' ln'.'tp for

4. We fiavor t(lie, so-tatll ni'v silt,( rt'ttlilii'lllitions of t'e Ad-
visoiv Counlcil which'l provided Iliiit (lit' oltlt'r t'illpttaYt' wialld litoilno
t'ligilalt' for hvin'itI after 6 qtuatrl ers of coettred ('ilIl to v'It iii I er
tutul 20 qI1Ihull% 'its retquired liitdti. Il. It . 111)0. TI i s w~ill illilit it,
possible. for olth'i' ,'~11 pv l t it are vttli iu ing tio tilt' iltsuilico1, systt'll
to q~ualify for titihts. Also, t his witl grailoaltv reliteve ol-iigt
itssist iiitct' rtolls whithl shitould tl Ii hyt to citrry pi'oph' \vo c'all provitdt
for ttt'lltsilves Ithrough ()XS.I.

D isability illsilllice: tt idisaitlity iltsiitnct'1 WOtvisionls inl If.It
11001) hlivt otur suppilort hveiust we' know froin Iirt'ct t'xPt'it'nt'e in

itu I'ils tot (t( itconttitiit atnid social hit'al-dowvu of fitil-V lift'. 'l'ln'
mtijority of disibltd'i pvtrotlls sooit e.xhituist their ri'sources IlntI ittust.
turln to public ttget'llits. A siitill ituaitl'i---ht'ss I Iiit %5 jiltt'1
ceivo. workmtten's ceonltlsationt. A ver~y fewv aret covt'r' by privaitet

II. ILOt)00 wvill iitake it possible. ftor those %\-fly itrt' covtered ftor
OASI antd are pt'intittih andh totiallv tlisiiblt'i to rt'ctive hn'nt'Iit s
but tlttri' arh t) t'let'it liilitlts ftr dep'.'ltdenits. It a it ION to 11s
Oic Itil e tdeendents of tilt) lit'illitttieitY iaint totatllv dis11)Ied ar.e inl its
mluelh nceed as tle ttpolittlttt of pvi'soits ret iredt tli( to aigt' Ilii so wvo
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recommend that these dependents be given the same benefits as
OASI dependents.

''here are fears in sonic quarters that disability insurance will Ie
hard to administer, thait Iaingerers will take ad;.vantage of it. Ex-
perience under the veterans' insurance anld railroad retirement pro-
grais gives conclusive evidence that disability inisuranceo call be sound
and workable.

It seeins wasteful of human resources and public funds to provide
disability insurance without, regular ieans of relabilitation for all
who might be returned to self-support. Therefore, w recollend
that 11. It. 6000 include the provision that. recipients of disability
insurance be offered the opportunity for rehabilitition through it
service such as a State vocational rehabilitation service.

1. Aid to dependent children: II. It. 6000 makes mnii long-needed
improvements in the aid-to-dependent-ehihh'en program" but. there are
some questions which still concern us. Accorliig to the provisions
of the bill, the Federal Goverinnent will participate in individual
assistance grants up to $27 for th'e relative with whomn the children are
living, and $27 for the first child plus $18 for each additional child in
the family receiving aid to dependent children. Contrast this withl
the provisions for old-age assistance whereby the Federal governmentt
will participate in grants up to $50 at mouth for an aged individual.
An elderly couple can receive $100 a nionth. Generally there is little
difference in the cost of maintaining an elderly couple and the cost of
maintaining a mother and child. We urge that. provision he made for
additional Federal particilation in aid-to-dependent-ehildren grants
to bring these up to the standard of grants to aged individuals.

2. The definition of "a dependent child" in section 406 (a) of tihe
Social Security Act, as amended, should be broadened to include any
needy child living with one or both parents and deprived of support.
If there were a general-assistance category, the need would not be so
great to broaden eligibility for aid to dependent children. At, present
there are many needy children who receive inadequate assistance
through State and local provisions. We feel that the Federal Govern-
menthmas a responsibility for sharing in the support of these children.

3. 1I. R. 6000 makes all important improvement in our present
legislation by including the relative who cares for the child or children
as a recipient of assistance. We recenmnd that section 323 (c)
of 11. R. 6000 be amended to include one or both relatives with whom
any dependent child is living. ThTs would make it. po sgible for the
mother and the temporarily disabled father, let us say, of a family of
children to be included in the cash grant to the fanly. TIhe bill as
it now stands would include only one adult.

1. Child-welfare service: H. R. 6000 makes provision for increased
participation in the program of child-welfare services but $7,000,000
in insufficient to meet immediate needs. Only one county in live has
a child-welfare service. worker to help children who need services
because they are handicapped, born out of wedlock, or not receiving
adequate care in their own homes. iChild-welfare workers finol and
develop foster homes and supervise children in them. In this way
children receive proper care and are prevented from becoming delin-
quent. Children are held in jails where they are confined with adult.
offenders and subjected to conditions that threaten their health and
well-being because there are no facilities for juvenile detention or for
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tenporary shelter. Child-welfare workers under tihe chil-welfaro
sieves program have helped States and hwal commiuiniiiities develop
greatly needed facilities, services, n1d prograius for children. We
recoinnmeid that at least, $12,000,000 be authorized as the annual
aplropriation for child-welfare services.

Aid to the permanently and totally disabled: 'lhe provision for aid
to tilt' perniiienitly and, totally disabled needy pesons is a much
needed addition to tit) there e'ategolies. Ilo'wever, we have long
taken th1e0 position thiat assistance shoull be provided for all needy
persons. Thus, we woulh recommend a general-assistance category
with Federal matching. If Congress is unable to provide this at the
present time, we would sulort the broadening of the aid to the
permanently and totally disabled category to include all needy handi-
capped persons along tle line of Seinator Lonig's bill, S. 2163.

Medical services: Federal part ici pal ion in the cost of medical services
made available to recipients of public assistance is urgently needed but
this should IM provided in addition to the grant. rather thain within the
grant ceiling. The grant maximums fire too low to include medical
and hospital care in alliny instances. For example, an emergency
operation or protracted treatment in a hospital could not be paid
within the ceiling of an individual grant. We favor the use of a
formula, such as the one recommended by tle Advisory Council to
determine the amount of separate financial provision for medical
services.

Variable grants: The matching formulas for public-assistance pro-
grains as provided in 11. It. 6000 are an improvement over present ones
in terms of F'ederal help in raising the level of payments to recipients.
Ilowever, States which give subsistence-level grants will get it pro-
portionately higher share of Federal funds than States which provide
moro adequate grants. Our platform calls for variable grants related
to a State's ability to pay. We believe that, all recipients should
receive equitable treatment and that States should be helped, when
necessary, to give this. The practicality of variable grants has been
proven through other programs. Both the lHospital Construction
Act and the School Lunch Act provide for variable grants on a per
capita income basis.

ltesi(ience: the liberalization of tihe residence requirement in 11. I.
6000 permitted to States ill the aid to the blind and aid to the per-
manently and totally (disabled programs, is a progress' o move which
has our support.. We hold the belief that, residence is an arbitrary
restriction on eligibility which defeats the purpose of a human welfare
program. Our industrial and agricultural systems require mobility
in the working population. Families must move across municipal and
State lines to get jobs. When death, family break-down, illness, or

neniplolvnent strikes, families find that they have not lived long
enou glI in their present. place of residence to be eligible for assistance.
Altot her factor relating to residence requirements is that, investigating
residence and securing proof of it, is a time-consuming effort vhiieh
raises administrative costs and diverts funds which might have been
better used ill assisting needy people.

The experience of our members who live in States with low resideineo
requirements or no residence requirements shows little evidence that
people move into these States to get, assistance, but rather for such
reasons as to get employment or to join relatives. We recommend
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have only a handful of cases in this country where the individual went
through his entire lifetime and never filed an income-tax return. 1)oes
that answer your question, Senator?

Senator MILIKIN. Well, you would colupel a lot, of people to file
income-tax returns who now do not file anything except, the necessary
papers in connection with deductions from their wage envelopes.

Mr. CALLEND R. Their employers are filing for them withholding
returns, Senator, and they must do that wherever the wage is more
than just the minimum established by the withholding-tax table.

Senator MnJAKIN. And there are'roughly, 1 would say, just. as
many housewives as there are house husbands, and most o? the wives
do not file income-tax returns. Senator George raised a very interest-
ing question, to me. How about the housewives? You said that
they would benefit secondarily. But would they benefit primarily?

x1r. CALLUNDER. No. Th,y would come uler their husband's
primary insurance benefit, just as under present law, Senator.

Over the years, gentlemen, you havo had, when you worked over
these income-tax laws, two aids il securing honest tax returns-the
taxpayer's conscience and his fear. Neither one of them is anlplo to
bring in reports of all sorts of income to a lot of little people from their
sidebusineses, and so on. With the plan I submit, you have some-
thing new. You have an incentive for the individual to file a return
andl file an honest one. You may be sure, I think, that if the taxpayer
knows that some time his family or he, or both, may need a benefit
payment from the Government based on his own income; -tax returns, he
will think twice before he files a return that is short in any respects.

Senator Ktnin. Now, if he is motivated by both conscience and
fear, each of those might produce one thought. So maybe he is
thinking twice now.

Mr. CaLMENDER. Could be. Maybe lie would think three times,
Senator.

Senator K-mE. That would be sone improvement.
Mr. CALLENDER. It would be some improvement, I think, Senator;

a decided improvement.
Senator MILIKIN. Can you tell me what conscience or fear operates

where the employer makes the return?
Mr. CALLENDEM. None; none that I know of.- That is mostly for

the self-employed and persons who have little side businesses.
Members of Congress have been struggling more and more as time

has gone along with the problem of "quarters of coverage." I wager
every Senator on this committee has many letters that are bitter and
resentful from old folks who have found that they have almost but not
quito enough coverage. Now they say they are too old to get a job
whore they can acquire that coverage. H. R. 6000 proposes to liberal-
ize the term "fully insured." But it is only stopgap, because it in-
creases the circle, and you still find more people standing just on the
outside of the new circle which is druwn; unless, as I liropose, your
circle is all encompassing. I believe that If. I. 6000 will only con-
found the problem, in other words.From the foregoing, you may see that I wish the reserve fund
theory abolished. 'IThe reasoning behind it is simply this. The
Federal Government in reality cannot create an honest reserve out of
which people working today are supposed to draw in the future;
because, as it is:necessary to cash in those alleged reserves in future
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years to meet needs existing at that time, it must then go to the people
who are still paying taxes in order to get the cash to meet thoso obli-
gations. There simply is no other way to do it under our system of
(Covernment.

Senator Krmr. How would you get it, under your proposal ?
Mr. CALTENDER. A pay as you go plan, Senator. I propose that

the income tax blank contain a small block which would be headed
something to the effect of '"Fax for old-age and survivors benefits."
The taxpayer would enter his sharo of the current year's requirements,
as estimated in advance, of course, by the Treasury.

Senator Klimu. Totally disassociat-ed from what might, be needed
to take care of him when ho became eligible, and handled on a basis
that his and other payments would meet the needs of those eligible
today?

Mr. C.,AAxnDa'. If I understand you correctly, Senator, he would
pay today his share of current, needs.

Senator Kriri. Well, whose current. needs?
Nir. CALLE:;NItn. ''he current needs for the persons receiving today

the insurance benefits.
Senator K ini, That would be the payment of the cost of taking

care of those now eligible?
Mr. CA.TLLEnD.Rj. That. is right, Senator.
Senator K-:i. Without, any regard either to the needs he might

have one day or regarding his equity with reference to tho money ho
had paid in to the program being male available or kept available to
pay b ack to him?

lr. CALLINDEiR. Well, the suggestion I have made here is, for
example, "I percent of the first. $7,500, minus I percent of the first $600
of gross, income." I don't. say that that figure is right or proper.
That. is just, an example. However, the $7,500 figure would be tle
maximum usable in future years for calculating his benefits. For low-
income persons, of course, you would have a lower figure there.
Higher-income persons would still have only $7,500 maximum usable
for any 1 year as we now use tho $3,000 muaximumni figure.

I only ;ish to stress this: I believe that, tile current, taxpayer has a
right to see the true cost of the current program. Now, that cost is
bound to go up over the years. 'rhere is no avoiding that. Tle
people at thmat time will have to pay an increased percent, perhaps on
an increased amount, to meet the needs of persons my age, for ex-
ample, when retirement comes. But that, is inevitable anyhow.
Your reserve-fumid system does in no way eliminate that condition.

Senator MILLIKIN. In the meantime, you are cmtributing some-
thing economically to tile system out, of which the costs must. conie?

Mr. CALLENDER~. I am supporting the people that need it during
my prodluctivo time, Senator, and then looking to thoso coming behind
me to support me. That is what it amounts to.

Senator Knan. That is right..
Al'. CALLENDEI.. I hold that there is no other way under the sun in

which it can be done. The retired people looking to time reserve fund
can't eat time bonds. The bonds liavo to be turned into cash and the
cash used to buy food. Food must be provided by people who are
still working, There is no other way under the sun that I know of,
Senator.
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I believe, in closing, that above all Congress should never set, forth
a financially unsoudlll plan, as some States have (lone; an1d 1 believe
furthermore that pieope should le, permitted to continue to work, or
have, that is, rea ly a certain ilcotne, thereby adding to tile gross
nationitl product, without having their Ienehit. payments shut oil
completely. The objective there is to get. away from1 the depression-
born thotight that we should push out, the older people to Imake way
for the younger. We actually need the older people to prodlee more
goods, because we need more goods these days.

I believe that is all, Mr. Chairman.
The CHAIRMAN. Are there any questions?
Thank you very much.
Mr. CALLNDEtI. Thank You, Mr. Chairman.
(The prepared statement of Mr. Callender follows:)

STATEMENT OF WILLIAM L. CALLNDER

PROPOSALS FOR CIIANGES IN OLD-AGtE AND SURVIVORS INS'IIANCE SYSTEM OF TIlE
FEDERAL SOCIAL SECURITY AU'r

Mr. Chairman, and gentlemen of the Finance Committee, my name is William
L. Callender. I an just a private American citizen. You have been kind enough
to allow me a few minutes' time for the purpose of describing a plan for Inodifyinlg
tile system of old-age and survivors insurance benefits under the Federal Social
Security Act. I speak only for myself, representing only, I feel, tile best interests
of the people of this country.

The plan which I wish to outline here is tile result of study at odd moments,
covering many years, of the actual functioning of tile old-age and survivors sys-
tell, tile methods of administering it, the nicans to pay for it and tile over-all
effects on our economy.

I do not offer to vou here any scheme by which all the old folks are supposed to
be carried along in a glorious dreamn-worl of plenty while tile rest of tilt' poplila-
tion is expected to ride the "rest, of a perpetual wavo of prosperity. lather, I
think, tile program here submitted is completely realistic and decidedly more
workable than we have at present. Critical alysis ii; invited.

My proposals have two broad objectives-altng mtith several of lesser signifi-
cance: (1) To remove, so far as possible, the inequities of the present system
(2) to simplify, and in ninny respects eliminate, some of tile involved and costly
adninistrative detail both on the part of the Government and tile employers.

Congress has available, in my opinion, just one rigitful course of action in regard
to coverage by old-age and survivors insurance. T 1ha is (With a coluple of slight
exceptions) every person in this country not now under some other plan of the
Federal Government should be brougilt under old-age 'and survivors insurance
coverage. Since everyone lust pay a part of the costs, everyone is morally eil-
titled to some of the benefits. '1 h only desirable exceptions I call think of are
newly arrived Immigrants, employees of foreign governments, and the few others
in that general class.

Tile procedure for bringing everyone under old-age and survivors insurance to
be here suggested is simple in comparison with existing procedllre. Indeed, its
one curse from the point of view of red-tape enthusiasts is its utter simplicity. It
calls for one set of records for the elmployer and one for the Governnent, instead
of the existing two each.

About 53,000,000 Income-tax returns are filed each year. This means that most
everyone having a direct ileolne files uith tile Federal Governnclnt each year till
icolmc-tax form, or has withholding forms tiled for him by ilis enl)loyer. These
incomne-tax fornis filled out and filed over tile years by ecch individual during his
productive life, 1 believe, constitute tile ideal basis for determining a primary
insurance benefit, and of course for fixing behefits Stelming from it.

I propose, then, tle complete elilminatioln of tile pay-roll tax and its attendant
colmlplications. At. one stroke, we call avoid further consideration of tile ol
question of taxing religious, charitable, nonprofit and other organizations in this
category. The same can be said of the problem of taxing State and local govern-
ments. Nor do we have to think of hara~sing the housewife with pay-roll-tax
forns In order that her household servants may receive equitable treatment at
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the hands of their Federal ('overument. Farm labor is another segment of our
society not now in covered employment whici would, of course, be brought in
automtieally. Are not all t iee people worthy?

It is ily reiollectioul that zui euiployee of a Ilorist is iiu covered emiloymuent while
in the g.rteihouse, but not while out in the iehld. Then there are the countless
questions concerning "casual enmploynent,'' "emplovinent in the enployer's usual
line of businesss" ele., etc. You iniaV recall that, at hast ii the past, the battery
of lawyers iul the Iureau of Internal hlev'iiu,, which collected the tax oil "covered
etniloyilnelit" 'oil d not always ogre(, with tlie correspoiliig group) in tile Secial
Security B board where payments; were disbursed. 'lhis is. not. to belittle these
well-meaning ini--the wonder is that they did so well in the Inae of Colnpliea-
tions. Sich liairs ilit tiig would lie done wit It, however, if Iny plan were aillopted.

In fact the terim "('overed elloyinent'" (ald similar terinitiology) would simply
disappear. Everyone would be covered one way or aiother--eitlir as established
by his ilcomie-tax forms, or as now, by being tile "wife, widow, child, or dependent
parent" of the principal.

In lie years when all individual failed to tile an incoie-tax forn (and had
liolle tileid in his behalf), lie should lie assuilled to have had sOinle niiiiluill income
(ill tile absence of fraud. with which we need not. (teal here). And ill those rare
cases where such condition prevailed throughout. his lifetime, lie woild, upon
meeting the legal requirements, become entiitled to the "uininiut primary in-
siurance benielit." To the extent that personal needs were fulfilled by this iieais,
old-age assistance could be reduced.

Object ion Iay lie raised to iy views concerning the elitnination of the pay-roll
tax ol tile grotild that, "* * * now the employer pays half the tax, wlile
von want to load it all onto thle employee * *" Icrc, we run into onie of
thle miost prevalent of all economic fallacies-that tilie emnployer pays a tax. lit
reality, no Slch condition exists at all, except, for the brief time while soie eni-
ployer is going broke. Incident ally, ill employer who is losing ioney won't.
provide for his employee. nutch soci security for very long. No: ol tie conlt rary,
the so-called employer's share of the tax is made ip by his customers. Yoll
can't buy a loaf of bread-or any hrodluet or service foi that latter-without
paying part of someone's socili-security tax. You ltist also help to pay for all
flie heavy overhead involved in endless detail. Only nonlrotit. organizations,
housewivi's, etc.-tiose who cannot pa- a' tax on-w'ould actuttlly pay a lilly-
roll tax. AnId these are all exempt under present law, their employees forever
paying bllt never receiving.

Now, I believe that the income-lax form should have a sinall block set aside for
the noting of tax for old-age and survivors' benefits. Iteri the taxpayer would
figure hiq share of curretit costs of these lenelits. as for exaniple, I peretut of tme
first $7,500, minus I pereuil of tile tirst $ti00, of gross income. I to lot suggest
that either this lpereenti, nor the amount on which it is based is tile proper figure.
I only urge that the iteii be set apart so that the taxpayer may see it and know
that )iis share, phls that of death of tilt, other millions of like persons, equals tile
aniount. beig currently used for old-age and survivors' tiemiefits. Also, the
figure, $7,500 (or soie other legally established aliount), would lie tile naximun
figtire usable for any one year in calculating average iineonie hlien the tinie ealno
for tie taxpayer or his survivorN to receive hisurance benefits. aeh figure in the
withholding iax tables would sinlly include tie aliove tax.

Froni the foregoing, it is apparent that I wish to see the reserve fund theory
abolished. I cannot emphasize too strongly ly tirui conviction that it should to
stricken out aid obliterated froin our thinking. The tiotioi that the (ioverieii
call actually create a leitiuate reserve fund is slicer ionsense. It is no reality
ini fact and is a cruel trick oil the unsuspectting.

When pleolle receive nmoiity in the forin of insurance lenelits front the Federal
Goverimnent such nioniey iliust bi' collted froni t'rrent taxpayers. There simply
Is io other sound way in whieh it cal be done. The hItroductioi of reserve funId
ideas succeeds purely i iullipllviiig adnhiistrative details for which the taxpayer
luist pity ill adulititi to the other costs. This nust alwvavs he so, for, as it btcomtes
iteeessary to convert reserves to cash for nieeting olligations falling due, taxpayers
arm still ile only source of eash.

Mr. Chairnilii, ald gentlenuill of tile Finance ('onmnittee, yoll have had tile
burden year after year, of rewriting tax laws and l'ni sture you have doime time hest
job humianly iossiblo. But you have had at. your coniuatud just two ails ili
aecuriig honest tax returns-the taxiavers' cetiscience, and his fear. We all
kiiow lieither Is aiiple to bring in trtie reports froiii all sorts of people concerning
their little side busitieswes, etc.-not to neiition the completely self-eiployed.
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BIt No11 have here solethilg n1ew--at la st a slall iueeutive to file a true report.
of inconie. You may b sure that if the taxp)aver knowAs ihat his ownti tax returns
ar, to be used iln callt inz benefits he or his family 11m som11e dav 1teed, he will
think twice Mefore overlook ing that money 11lade 'on the side. lhe reasoning
behind the seemingly high figure of $7,6Iveeonues more clear when exniined in
this light; It is exietied to eaptur, more stray taxes.

Mitelbers of congress s have ben struggling wvitlh numerousc1ases where elaniauts
for ol-age benefits suddenly found that they didn't have qu1ite enough quarters of
covered enploynment. Ant now they are too old to get a jot) where |hey may
slbsecquently acqlire thi fully iusuredl status. I would wager that every Senator
oin this committee haws received 111nerous heart-relding, bitter. resenttul letters
from 61d folks telling how they worked during the war, paid their taes, etc., otly to
be shocked Into the realivatiou that their Goverinent has left them out-mid
they cat1't even1 get their taxes refunded. II. It. t;t00 eoltains ertainl provisiotiS
forliberalizing the defi1iltion of the Ivin, "flly insred." Sue li means is. at best,
only stopllgp, ,eallse it wo1hi onll r1'ate , ne utv 111 iid \', Vast gropll that iha,
allnost, but not li ite enough, covered employnient

Under the p1atn preselited here, I again stress that all Si-ti eases wouhi si11mply
ceast to exist. because. With tile few rare exelt ions i1tt iot1ed. every mn,,t, woman
al11l child in this great country of ours miold lit into the plai, ii ss already
unier sonie other federally operated sytvm.

Of two things I feel certaliu, ('ongress sliutuld never obligate the taxpayers to a
filliail llnoiii| i1h111 itpaa ha's beei done inl sonle States. S~eeotldly. 'ongres,4
should provide for allowing the revipients of henetits to continue working -- t lint is,
adding to the gross 1ntional product- without sutTering a1 miiuni red letion in
their payments. This, I hold, is absolutely essential to contiie to Ineet inerea.4-
in total anllul1its of those~ bet,0t paye'lts.

hiopillg that \'ou itll-IV thld the merit that I believe exists iu the proposals I havo
outlied anld will consi her themi most carefully. I tihatik you kitdly.. urr t.'lairmlan
and genitlemen.

The CIit.ltMAN. ,M1r. Marioni Owen. of l'ltiladelphia.

STATEMENT OF MARION OWEN, PHILADELPHIA, PA.

Nr. O\':N. Yes; just tit the lu'esent time.
'1'0l (1 l1Arltm,,. Are You here for my orglmizliolt?
Mr. Ow': ,. No. No; I gtless 1 I'epreseit the comunuoll people ad

myself, as fart as I can.
)id you have this [handitng] ?

'111o itIIIIMAN. No, sit'; I do not. think I have it.
N1r. Ow\\'rhe ,svm elnk?

'rhe cinalMANq. No, sit'; I do not think I hllTv sen it.
Mir. OW'.. Weil, this is raithir futilamneital. I an it fundamental-

ist., nvself, mnid liV idea is that the (overtinient. shoulild ivhh, the
right f life, liberty, kntd the pursuit. of lilt 1pihle.s. lht t|' (Iovern-
net, can't go ilnd give people noney. °te\' clan give 1ten the

oppor'tulii' to get. etedit, ind pay it hack. And this is a fundatientl
idea, in this vaty: Supposing thliat the (Goverlkinent issties script, $1,
$5 aild $10 hills.

kenatior Krl. What do 'ou think they are is uilg now%?
Mr. OW'IN, They shot1id 88110 acili call it, Welfat'e, if Vou \'allt,

and stamp it welfarere'" and guaU'aite, to pay it iut 10 years. Ili other
wroils, Government. staida biy nbld says t lint will he paid 10) elts
on the dollar in 10 yeat.

Now thelln, I am1 out, of moley, wte will say, ulid I go to the post office
lin estaibliled agency of the (dovernmcnt., and I go tire anld 1 sign

a note, anid I sitn that note that I cal draw $10 it week. I am out,
of money I and Igo ani get $10 a we'tjek. All right. I pay 6 percelnt
for the irst year. They tako it out, so it gives lle $9.40. I can do
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thatevery week if I am out of money or I am out of work. I know
that 1 am protected bv my (lover'1ient ; that I can live, have tlhe right
of life, liberty, and tlie plrsuit of happiness. I don't have to take it.
1 don't have to take it unless I need it. It is based entirely on need.
'rle Government, isn't, going to put. out any money, but. it is going to
to guarantee that that. paper in 10 yeat.s is'going to be redeemed.

Well, in the meantime, I agree, 'hen I sign that note, to piy back
20 percent of iny earnings on that note. it is liquidated. InI other
words, it is it temporary guarantv that I call live. And I go to work,
and niuavbe I tm a mont Ii out. o 0 work, and tlen I get a job lit, say,
$30 a vek. I pay 20 i)ercent. I' hat is $6. and I pay that on tIthe note.
And I don't borrow aniy nore. See? I don't borrow ally mnort util
that. is liquidated.

Now, in other words, the Government can't. be out anything unless
at th end of 10 years there is a deficiency in the payback, in tie return
of tle inoney.

Now, there are millions of people that need nonee\. Tley need
cash; they need credit. Well, if they coul go right to the post. office,
their honie post otlice, and signi a note for $10 every week--say a man
has two children, It', is out of work. him and wife. lie can get $10,
his wife $10. and his children $5. That is how inuch? $30 a week.
That is Its little as four people can live right. lit, is out of work for a
month or 2 weeks. Whenli he goes to work lit starts paying 20 percent
of his money, of his earnings, right over to thIt' lost office.
The CIiAlrm \x . Sulppo' lit' never startd to work and just decided

lie would not work any w're?
Mr. OWN. Ol, lit). No. That wouldn't be so. Eighty percent

of tie people are albsolutely on tit, level and honest. And tit other
20, becatise of theii' ignorant' anti oit' thing anid another, you would
hav'e to chiek i) o t n iem. That is what I say hertz. l'eitv percent.
of the people might have to be tchecked up. Now, 8t0 percent of the
peoph are on lit' level. They will be glad to have that, credit.

Now, lie wouldn't want that credit cut off, would lie? If he refuses
to pa" hack or play square, what, is the result? The result is that. he
woul 1) put. out oll the road and intlade to build roads at. so much a day
until lt pays his debt.

Senator kRnu. Now, that is an interesting development.
Mr. Owr-N. Wo will asune that. li is honest, that. a man is asking

to get credit. A man has it wife and two children and lie wants to
live. lie comes to the post office and it'e signs for $10, and sit' signs
for $10, and tlit, children $5 av ivte. lhost' childrn are covered by a
thousand dollars insurance. Fifty cents a week is taken out, antd paid
for a thousand dollars for each of the ehildr'en. When they aire 16, if
there is no debt, thty get that money to Fo oi with their'education.
If there is a debt, it'is taken out of that insurance. That insurance
must not. ever go to tit, people. There is no inducitiement. It must
go to their fund, to this credit fund.
iln the first year, out, of this 6 percent, 4 percent goes to a sinking

fund for rteliiiptioii and for covering losses and anything like that.
'ThVo percent, the postmaster gets for his work, for his clerical work.
All the Governmnent, would be out today would be to print the book of
scrip and stnd it. to t'vt'rv postnast o in tile country with a letttr of
instructions, and notes, t'he blank notes anti all, as to just what lie is
to do. Tlhtn, inmmtidiatlyV that, is there, everybody in tht country is
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notified by posting in the post oflfee, that if they need money, need
credit, they can come and get this scrip.

The (n.1A ntAN. I believe the news would get, around, Mr. Owen.
We thank you very much for your appearance. )o you want. to

put your plan'in the record, so that we will have a chance to examine it?
Mr. OwEx.. I do. Yes; certainly.
This was offered to Herbert hloover in 1930, and he called a com-

mittee of 100 men, and( the chairman of that. committee wrote me a
letter saying they approved of it and referred it back to Congress.
But just at that time, you know, there was a turn-up, and it went
Democratic, and everything, and the result was that there wasn't
much chance.

Seiator KERR. You think if Hoover stayed in you would have putit ovdr?
Mr. OWEN. No. I don't know about that.
I would just like to read you something, here.
It. is universal in application.
The United States guarantees the payment in 10 years, 60 percent in scrip of

$1, 25 percent in $5, 15 percent in $10. The pay-back is attached to the earnings
or income. No one to be denied cash for note weekly.

I mean, when I say cash, scrip.
Every dollar spent. in small business nets 10 percent.
Ten turns and you have the dollar in created healthh .

Among the small people, you know. See? They are the people who
need it. No man of any standing or wealth is going to ask for $10
a week if he can help it, because he doesn't need it, but there are so
many thousands of people who need that little bit of money. You
know, it just saves them from the wear and the tear.

Senator MiLtam;N. Mr. Owen, if you are a large fellow, you go
to RFC?

Mr. OnWEN. Yes. That is it.
Eighty percent of the borrowers will pay back; 20 percent out of ignorance. or

maybe 5 percent out of trickery, may need be inspected or inspection. Eighty
percent of all crimes ar caused by poverty.
That is the story of the Russell Sage Foundation, I was talking to-
them. And their estimate was that 80 percent. of all crimes caio
through poverty. There can't he any poverty with this. And the
people have to pay it, back when they go to work. Thev can't have it.
unless they give 20 percent of it back, windfall or anything else. And
at that point, it, is a ceiling under poverty, $10 a week.
The CmAInmmAN. We thank you, sir, very much for your appearance.
We have your plan here before us, and we thank you very much

for it.
Mr. OwE-. There is a lot, more here of the same thing.
The CHAIRMAN. Thank you, sir.
Mr. OwEN. Thank you
.(The plan referred to follows:)
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Apt)proved by committee of 100 appointedby President lierbert ilooverin 1931.
"'lt/n/r their this Notion shall.fiorcrur C'lure."

OwE:x Svsrrm

ie it enacted by Sctnate anid house of the I'ni'ted States of .1 mcricn in Congress
assembled,

LOANS TO A.t. W110 HtUIEiSTEt

Photo. fingerprint, signature. nte. weight, complexion. nat ionalil y, married or
single, a,1i,s of %t ife and children, trade or tisiness, and sign note:

I promise to pay this note from one dollar of everylive of income, anti 6 percent
ititerest -2 percent to expenses, 4 percent to cover loss.

Signed .......

WEEKLY LOANS AND PENSIONS

All persons from 16 to 60 years -------------------------------------- $10
Pensions:

Over 60 years ------------- --------------------------------------- 20
Over 70 years ------------------------------------------------- :30
Over 80 years ------------------------------------------------- 40
('hild pension, nnder 16 years (50 cents weekly to $1,000 insurance) ---- 5

r Terns: Pay no ol debts, cash in hand, n1o intoxicating liquors, no gambling or
chances. spend within 910 days.

lBreak this depression in 2 weeks. Restore the buying power of 50 millions of
our people at. once. Every dollar pil in eirenlationi earns its way atid pays off
itself. Eighty lerceit are honest and will repay. Twenty percent to ie made to
work.

UNLA\\MU iTo DIS'tUNT WtRIP

United States to isstie non-iierest-bearing scrip due in 10 cars (100 cents, 1)
$1, $5 and $10 bills, redeemable by 20 percent payiellt of income liy borrowers.

Board of seven (two to lie women), louse to elect fonr. Senate three.

•MRI. 'M.ARIO.N OWE.N,
3210 l'hcoton load, Ac iisington, .11d.

Mail to y/our ('ongjrossinan and Senator (it once

It is universal in application the United States guarantees the payment in 10
years. Sixty percent in scrip of $1: 25 peretit in $5 15 percent in $10. The
pay-back is attached to the earnings or income. No one to be denied cash for
note weekly. Every dollar spent in small business nets 10 percent. Tell tirns
and you have the dollar ill created wealth. There cain be no ilflation as lhe more
spent tlhe more business and flie quicker pay-hack. Eighty percent of the
borrowers will pay back 20 percent otit of ignorance or maybe 5 percent outi of
trickery. May needs be inspected or inspection. Eighty liercent of all crimes
are eisd by poverty. This it lloor utider poverty stopped at $10. Weekly
give the esh lmotier kiows how to spend the monev better than you caln tell tier.
All fear of poverty is removed at once. The post otlice is the established agentiy
of the (overnuiett; pay posttiasters 2 percent for clerk hire. No pill, eidorse-
inemtt, or ecurity is needed to get the mnoicy. Just sign iote atid live tip to it;
does niot. interfere with established itistitutions, charities, credit bureaus, or
loaning banks. Uncle Sami will supply yoir tieeds in cash, %'oil pay 6 lpereent for
the favor. The right of life, liberty and the punrsmit of liappitiess. Feed niy
sheep.-Jesus.

The CutliMAN. Miss Mvrtle Willinias is our next scheduled
witness today. "Miss \Villiallls, will youl conie forwtlrd?

Miss Villi'anis is not present. Therefore, the connittee will recess
until 10 o'clock tomorrow morning.

(Therieupon, at, 12:20 p. In., the committee remssel until Tuesday,
January 31, 1950, it, 10 a. iin.)
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TUESDAY, JANUARY 31, 1950

UNITED STATES SENATE,
COMMITrEE ON FINANCE.

Washington, D. C.
The committee met at 10 a. in., pursuant to recess, in room 312,

Senate Office Building, Senator Robert S. Kerr, presiding.
Present: Senators err presiding), Myers, and Millikin.
Also present: Mrs. Elizabeth B. Springer, Acting Chief Clerk, and

F. F. Fauri, L.egislative Reference Service, Library, of Congress.
Senator K(Enit. The committee will come to ord or.
We will hear now from Mr. Marion B. Folsom, treasurer of the

Eastman Kodak Co.
Good morning, Mr. Folsom.

STATEMENT OF MARION B. FOLSOM, TREASURER, EASTMAN
KODAK CO.

Mr. FOLSOM. Good morning, Senator.
I wish to give my personal views, based upon a number of years of

experience in this field. I was an employer member of the Advisory
Council on Social Security, which the Senate Finance Committee
appointed a short time ago, and I also served on the two previous
advisory councils in this field. I have also had several years of experi-
ence with the Eastman Kodak Co. pension plan both here and abroad.

I have a statement here which I will file. I will read part of it,
but I do not intend to read all of it.

Senator Kipmnt. All rights, sir.
Mr. FOLSOM. I shall confine my statement primarily to the changes

which I would suggest in the provisions of 11. R. 6000 relating to the
old-age and survivorship insurance plan, but with some comment on
the old-age assistance and disability insurance provisions.

I am in thorough accord with the basic principles of the contributory
insurance plan, and believe that this plan offers the best method of
meeting the economic problem of the aged. Joint contribution by
pay roll tax is a sound method of financing. The plan fits well into
our economic system, with contributions and benefits depending upon
the individual's earnings. If the original objective is maintained,
that is, to provide a basic layer of protection, it will not interfere with
the incentive of the individual to save during his working life so that
he can add to this benefit. Likewise, individual companies will often
wish to provide additional pensions through voluntary private plans.

Senator MILLIKIN. Mr. Folsom, how can we assure that the benefits
paid to the contributors, when they are paid, will have some relation
in value to the amount of the contribution which they put in?

483
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Mr. FOLSOM. You mean in view of the clinging vilie of tho dollar?
Senator MI.lKIN. Trliat is right.
Mr. Foi.som. The' re is no protection that. we have against that.

Thith is ol1e of tie reasons we ir' in trouble right now: lcallso of
like sharp increase Ii prices since 1940, and becalle the benefit strile-
(tire did not, adjust for that. I will exphliii later on why I thitk We
should change the benefit plan now in order to correct that, defect.
But I think it. is going to lie nees.a'y eivry few Vears to look I lis
systeni over, to ho siu' that tho lielits aire in linio with current,
wages and current costs of living. In other words, We have to adilljst.
as we go along.

Senator MILLIKIN. You discs that later ii your talk?
Mr. FoisaoM. Yes, sir.
Senator MILLIKIN. Think youi.
Mr. FoLso,. Now, all three advisory councils whlic have studied

this problem have reached the sie coticlsion-tht. the contributory
insurance laun is preferable to tie old age assistance iethod or to it
free pension system.

Your conmitteo's Advisory Council, which consisted of 17 menm-
bers, representing employers, eiploycc,.a, and the general pliulie, stated
in its report of 1948:

Puliic-as distance pallylent' front general tax funds to persons who are found
to be in lived hav sprilols Iiumi hati:ris as i av ia nf ii ihlihi fislit\ income.
Our goal Is, so far as plomsihe, to prevent wtitWieIIC3 through social ilnillrailio
and thus greatly reitee the need for a-issistancei * * *.

The council has studied the exIsting ssvltOli of ol(-age and survivors insuralleo
and unanimously approves Its basic pritciples.

I will comment briefly on the old-ago assistance plan, which of
course is simply charity relief and offers no incentive for the individual
to provide for his own old a g.

It was recognized in the beginning that the insurance system was
preferable, but, the assistance plan was neessary to take eaie of those
who were already aged and in need and as it stop4a until most workers
could be brought into the contributory system.

Unfortunately, the program has not worked out as contemplated
mainly because the insurance system has not been extended to all
those gainfully employed. The' benefits and the. beneliciaries under
the assistance plan have increased rapidly.

The fears which many had at the beginning, about the shortcomings
of the plan, have already been realized in sone States. )io to the
liberality in the rides for eligibility, a high percentage of tho aged
persons qualify in these States. Tlhe Federal Government's share of
the cost hm been greatly increased from the original dollar-for-dollar
basis. Because of this increasing proportion of the payment by the
Federal Government, the States have not been as careful as they
otherwise would be in defining "need."

Senator MILLIMNK . Mr. Folsom, do you believe that we can evolve
an insurance system that will provide benelita that will provide sub.
sistence reasonable subsistence, for the *god who contribute?

Mr. Fo1som. Yes, sir, I do. Of course, we can't take care of those
who are already over 65, but we can as to the rest of the population.
We can for the future.

Senator MiLLyKilt. We had the thooty originally that the insurance
payments would not be allowed to riso to a real subsistence level, on
the theory that that would depress incentive for people to save.
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Mr. FolsoM. No, 1 think that if we keep it at the subsistence level
as a basic layer of protection, you will not cut down on the incentive,
and if you provide that inllueli you will not need old-age assistance.

Senator IMIlIKIN. Under the present cost. of living, what would you
say is the subsistence level?.Mr. Foisom. I bring that out later on in tile statement, Senator.

Senator N111JAKiN. All right.
Mr. FoI.somr. Ihero is it wide variation in the percentage of persons

who qualify for old-ago aisistanco, ranging from below It percent
of thoso over 65 in seine States to over 80 pereelt in other States.
The average for the country as a whole is 23 percent. There will
undoubtedly be a tenden y'in the future for the States with a low
percentage to relax their rules so that they will not. be so out of line
with other States. If this happens, the cost of the program will
increase oven more rapidly than in the past. The cost, of old-ago
assislanceo in the year 1949 was approximately $1,300,(00,000 Coni-
pared with $43t0,l4t0,00 in 1939.

Senator Kmam. Does that contemplate State and Federal cost?
Mr. Foi-sost. Yes.
Senator Kcrr. All right.
Mr. Foi.soxm. Of this cost, the Federal government'ss share in 1949

was $900,t000,00. In atky event, the cost of this program will
continue to increase for several years, because more people will be
added to the rolls each year than will be dropped because of death.

To correct this situation the following steps should be taken, in
my opinion:

(1) Strengthen the contributory insurance plan by extending it
to all those gainfully employed as i;oon as possible and thereby re uce
considerably the number who will be added to the assistance rolls in
the future.

(2) Ifold down the Federal grants for old-age assistance to the
present level of benefits.

(3) Shift gradually the old-ag assistance entirely to the States for
those who cannot be covered ailtequately under thle insured plan.

If the proposals in 11. I. 6000 to increase further the Federal Gov-
ermnent's share of tle cost are adopted, there will be ain even greater
incentive for the Stat\s to relax their eligibility rules.

senatorr NI lULIKIN. What (10 you Mean bv No. 3, Mr. Folsom?
Mr. Fo,.soM. After we get universal coverage, the need for the old-

age Federal grants will, of course, go down. Then I think we ought
to have some way in wlich we can cut down graduallyon the Federal
grants to the St'atos and put that burden on the States of supple.
molting the insurance plan.

Senator MALlKIN. The whole tonor of most of the State witnesses
has been sonmowhat in the opposite direction. They favor extending
the insurance system, but they want to got the States out of plublic
assistance; for obviouslyy tider tIe insurance system the individual
pays, the bill in the first instance, whereas under public assistance, the
State taxes Iavo to make that 11).

Mr. Foisom. I agree that we want to shift it as fast as we can to
old-ago ilsuraico, but I think we shoul put more pressure on the
States, then I think they would not be so easy on the eligibility re.
quirements.

Senator KKrn. Mr. Folsom, you recommend three steps there to do
that which you say would oorrct this situation.
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Would the permission to earn a few dollars a month by those on
these assistance rolls, as exempt from consideration of the amount
paid them to meet their needs, be another way in which the amount
of the grant could be reduced?

ir. iOLSOM. I had not thought of that in connection with assist-
ance. I think we have got to be much more liberal than we have been
in connection with old-age insurance. I would not want to say
definitely, though, about asistanco.

Senatoi KuEn. As long as the rule is rigid that anything they earn
would bring about a like reduction in what they are given, they are
certainly going to he discoulraged; or the least you could say is that
they will not be encouraged to earn anything for themselves.

Mr. k OLSOM. Yes.
Senator Kntit. Is it possible that there might be a considerable per-

centage of them who would welcome the opportunity to earn a little
with almost as muich enthusiasm as they would welcome an additional
grant with the prohibition from earning remaining on them?

Mr. FOLSOM. The trouble about that is that in determining whether
they should get this assistance, their income must be taken into
account. Of course, the amount varies with the individual case,
and there must be taken into account what the person's income is
and what his needs are.

Senator KEin. Suppose that either earnings from any source or
earnings from certain sources, maybe such as agricultural production,
up to $25 a month, say, would not be taken into consideration in
determining the amount they would receive.

Mr. FOLSOM. Of course that, in effect, is a flat pension of *25; and
I do not see why you would give it to those people any more than yot
would to anybody else.

Senator Kkati." Well, you would give it to anybody.
Mr. FOLSOM. You mean a fiat pension to everybody y?
Senator K nn. No. You wonhl not be giving tYem a pension.

You would not give any more money than you now give. But you
would not take into account the first $25 which anybody earned.

Mr. FOLSOM. Well, I would be afraid that that might make the
grants quite a little higher than they are now.

Senator KERn. You would?
Mr. FoLsom. Yes.
Senator MILLIKIN. I want to say that I am in favor of considerable

parts of this system under honest'labeling. But I think tis system
has little relation to a sound conception of insurance. If I buy
private insurance policy to pay me $50 a month when I ant 05, the
insurance company does not figure around as to how to reduce that
because I might be making some money when I am 65.

Mr. FOLSOM. You are talking about insurance, Senator, and I was
speaking about assistance.

Senator MILLIKIN. Well, about insurance, then.
Mr. FoLsoM. As to insurance, I take that point later on, Senator,

and I favor more liberal treatment of earnings.
Senator MILLIKIN. All right.
Mr. FoLsou. Another method of checking the growth of the old-age

assistance program would be to pay no Federal grants-iu-aid to per-
sons newly qu aif ing for benefits under the old-age insurance program.
The States would, of course, remain free to supplement the Federal
insurance benefits on a true-needs basis if they desired.
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Senator KEnR. How could you accomplish that objective?
Mr. FOLSOM. By simply providing in the old-age assistance part

of the program, here, that there would be no grants-in-aid to persons
who from now on are put, on tile old-age insurance program. In
other words, the Federal Government would not grant them any
more in the way of assistance.

Senator MILL.IKIN. We now have certain requirements of eligibility,
do we not.? Would you change those? Or just say that those that
were under the wire as of the date of the passage of'the act would be
retained, but it would be frozen at that. point and no new ones per-
mitted to come in, even though they had the elements of qualification
of those already under it?

Mr. Foiso.i. Provided they receive thlee o!d-age insurance ben
fits. In other words, these are the people who are getting old-age
insurance benefits. And just say that. they will not, get, a.,istane
on top of that.

Senator MI.LIKIN. Oh1, you would limit the restriction to those
getting benefits under the (;ld-age insurance plan?

Mr. FOLSOM. 'Iliat is right.
Senator MILLAKIN. I did not understand.
Mr. FoiLSoM. Tihat is only a short step.
Senator MILLIKIN. Taking that last paragraph on page 3, Mr.

Folsom, the first sentence assumes that, the insurance benefits will
provide basic subsistence.

Mr. FotsoM. Yes, sir; assuming that, it. is going to be improved
along the lines I suggest later.

Senator MILIKIN. And then the next sentence reads:
The States would, of course, remain free to suplement the Federal insurance

benefits on a true-needs Iasis if they desired.

I think as a practical matter, Mr. Folsom, if the States start to
supplement the subsistence level on a further needs basis, you will
then have pressures here at Washington to continue the contributory
features.

Mr. FOLSOM. Of course, we already have that. now. And in any
insurance plan that is gotten u to provide this minimui basis,
you are always going tohave individuals who Won't quite maeet that
test who will probably still need some assistance.

Senator MILLIKIN. Then you have no hope of getting rid entirely
of Federal contributions for assistance.

Mr. FOLSOM. Yes, I do. But I think that. load ought to be put on
the States. When you get the insurance lplan on the right basis,
that will take care of the greatest part of this load.

Senator MILLIKIN. Most respectfully I suggest, to you that they
will never taje it.

Senator Kmnu. I understand his position now. lie recommends
first that the insurance program be broadened and extended to cover
all workers. Then lie recommends that as persovis reach the age of
65 and come under the old-age insurance program, they then not. be
eligible for Federal assistance in the assistance program.

Senator MILiKiN. Yes, I understand that too. But lie leaves
room for additional State assistance to the insurance benefits.

Senator KERR. lie could not prevent that, anyway.
Senator MILLIKIN. We could not prevent the States from doing it.

And I am suggesting that we could not prevent the States from pres-
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suring us to continue Federal contribution. So instead of it being a
State addition, we would wind up with the same system we have now.

Mr. FoLsoMI. It Would he much better if you had more adequate
benefits under the insurance nreuram. rThat is what. i am suggesting.

Senator MI!LIKIN. But this is not it static subject. Every in-
crease becomes a floor for another one, politically speaking.

Mr. FoT,soM. You would have a lot more pressure to hoId it. (own if
you have more of tle load on the State than the Federal Govern-
ment, because then it. is tied tip with taxes in that community.

Senator MILLIKIN. The State, when it gets that, load, or when it
contemplates as.suming that load, immediately puts the pressure on at
Washington to have the Federal Governmenl share it.. That. is why
we are sharing now.

Mr. FoLSoM. I think you will just have to withstand that.
Senator MILLIKIN. 'lhat is a very logical solution, but. it. presents

a rather difficult political problem. We do not run this Government
on strict, logic, nor should we.

Mr. Foisom. I agree with the conclusions of your Advisory Council
that the present insurance plan has three major deficiencies: (1)
many workers are not now covered; (2) the benefits are inadequate;
(3) digibility requirements for many older workers are too restrictive.
You might be interested to know that of the 22 recommendations
your Advisory Council made to correct these deficiencies in the insur-
ance plan, we were unanimous in respect to 20. We differed only in
regard to the tax base and the method of taxing nonprofit organiza-
tions.

Senator MILLIKIN. Mr. Chairman, I do not know whether it has
come to your attention, but Mr. Folsomn was on the original Advisory
Council prior to the set ting up of this system. lie has followed it. all
of these years, was a pioneer in it., and 1 regard him as a very wise
hombre iii this business.

Mr. FotLsoM. Thank you, sir.
Senator KEiu. The chairman so advised me this morning and ex-

pressed his deep regret that he was not going to have an opportunity
to hear Mr. Folsom.

Mr. FOLSOM. If the insurance system is not strengthened soon,
there is a grave risk that the plan'will conic into disrepute and be
abandoned for either the old-age assistance or the free-pension method.
It is therefore very important that action be taken by this Congress
to improve the insurance plan.

The proposals in 1-. It. 0000 are intended to correct, these deficien-
cies. The Ways and Means Committee, in its study, gave considera-
tion to the findings of your Advisory Council as well as the Calhoun
study made for their connittee some years ago. In some respects
the provisions conform with the recommendations of the Council but
in other respects they do not.

The several advisory councils which have studied this matter have
recommended that tie contributory insurance plan should be ex-
tended to cover all gainfully employed as soon as it was feasible from
an administrative point ol view. Uaiive,'-al coverag'0 was contem-
plated in the original discussions. The sound principles underlying
the plan would apply to one group as well as to others. As the
Council stated:

The character of One's occupation should not force one to rely for basic protec-
tion on public assistance rather than Insurance.
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Inequities result from the fact that about 40 percent of employe(d
persons are not covered under th system. Many workers shift back
and forth between covered and uncovered enitployment. For in-
shice, n11ny workers inl the excluded groups haNve accunltll1ted some
credits under the system because of employment in covered occupa-
tions, especially (ring the war, and vet they have not. beef) in tile
system long enough to become eligible foi bienlits. Others who have
completed only minimum requirements will receive benefits out of
proportion to their contributiolt-. It is foi this reason that und,,r
universal coverage the cost, as a percentage of pay roll, would be less
than under the present plan of limited coverage.

There 1as been very little disagreement with the principle of extend-
ing the coverage but the question has been whether a practical method
of administration couli be. (evise(l. Both the Federal Seeuritv Agency
and tile Treasury department officials now feel tiat feasible plans
have been developed. These plans were described in detail to the
Advisory Council and tiley seenied feasible to us. We, therefore, felt
that the plants should now be extended to cover most of these in the
uncovered groups.

Senator MILLIKIN. Mr. Folsom, there have been some suggestions,
I tlink in relation to sonc of the various stamp plans that have been
suggested, that. we approaclh that part of the field in a sort of experi-
mental way. Does that meet witl any reaction front you? Do you
think we can go full scale ahead?

Mr. FOLSOM. There were two plans submitted to us, one a stanmp
book plait, and tile other a simplified reporting system. I think either
one of those plans would ie practical, and the employers would have
a choice as to which one they would take. Now, if tl;ere is any differ-
ence of opinion as to whether they can launch into this right away, I
would say as to certain groups 'oU I1ight, bring tleil in but set the
effective date some tile ahead. Instead of making it January 1, 1951,
you might make it January 1, 1952. But I don't believe it, is neecs-
sary to experiment, because I think tile only way to lick this problem
is to attack it and go right into it. And eveii if you make a few
mistakes, it is not vital. I do Ilot think it is so serious if it does rot
work perfectly at first.

Senator MiLLIKIN. Unless you arouse public resentment. Unless,
for exaile, you extended this to farm workers, and 3o ilild a system
that would so annoy tile farm worker and the farm eml)loyer that, they
wanted no further part of it..

Mr. FOI.sOM. I don't think you will annoy the worker, because Ie
is going to be getting quite a bit out of it, especially tile person who
is near the retirement ago now.

Senator N1ILLIKIN. Then you call ho almost certain that. the farm
employer may feel 8oe irritation.

Mr. FOLSOM. Of course, it surprises 111e that you have not had more
pressure front the fari groups to be brought into this system.

Senator |IILLIKIN. We have been trying to search that out, here.
There is no protest, and there is no approval. And some of the farm
organizations have been playing a little cagey and canny about it.
They have passed tile problem oil to executive boards to consider,
but they do not come up with anything. They apparently are con-
sidering it, but they are nlot puttilig out."

Mr. FoLso. Of course, one reason is that, ill tile farm States a
pretty high percentage of the people qualify for old-age assistance.
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Setnator NlimKm . That is why those farm Staths generally speak-
ing -wouhl like to have the insurance systwni substituted for old-ago
assistaiee. Blecauso the farmer is paving the taxes for the old-ago
asqistance, and so he vi ,w the insurance system ns giving him some
relief oil that.

Mr. Ioisomt. I think most. of the farm people, though, %Iho have
re aly studio it. would be in favor of co'erago. Now, we had it very
able man on our coultil, Deal Myers, of Cornell University.

S'gitietr ,II NlIKIN. Yt's.
Mr. lou.som. lieh is dean of the agrivulht ral school there. And I

hope ho will appear bt,foro your committee. Ih is4 exvedintgly well
informed and in close touch with the fartters and the fn pl'ollh, ms.

Senator NIml,,IKi. . 'rhe Farmers Union has ,madh iis position ehtar,
aid I think tlt-- ,armi Bureau lhas probably mutdo its position vlear,
but. to Or Grange is smilit ted the problem to an executive commit et'o.

Am 1 not correct in that, 1r. (ulm'an?
Stzmator K anUt. I think that. that is i'eorct ; only I think in some

States tho have already takeni tliv ctitiom
Mr. Foi.som. Tite council recommended iot only covering farmers

and farm groups, hit. other' group-. As far as thsk Hlouse bill is cts-
cerned, it does extend the pltill to t 1,tt00,t) ot of the 2i),000.tt0 not.
mow covered. Ilin tht,v still leave out quite t few of tht self-
employed, and it is very restrictive on housethol workers, and tho
i1011prddit eiolohets are oil t volunttary basis. We would alfo su-
Fest, in addition'to those groups not covered that voil ought to lu'i-g
m tho petople who are in these, Federal pension pla', and lihe railroad
ponsiol plan, bring the all tiuder this samnt system, ntud give tlthen
all this basie protectioll; ai1d then Cehmmngt those s'steils so that the
workers would still gtt tilt, .mmt bntelit5 tl, v art, getting now, but.
part would be from OASl and part. fi'omn thost e sermti'o svstemus.

Senator NlhI,IKIN. Should we do it ovenl if the b1elethicitites of tlos'
particular systems d) not. want to comte in'?

Mr. Foim. It was eXactly tht% same thing most. private pemsoutsh
lad to do in 19361 when thi s;eial security plhn camt, rmto effect. We
had to change our basic plan so that. part. came from t, (overment.
and part. from tlt, private plan. If you do not do it., the dill, ulty
comes with t.he people who arp in ti; railroad system or the F'edtrail
retirement. system only a short. tint, their ltave.. They really do mot,
get muich otit. of it.. W think that, this basic protection of the OASI
oucitt. to bt oxtendhi to everyhiody gainfully employed.

Ao our Council rcommn iuudd ilut tilt, iModal -eelritv Board sit.
down will the Railroad Retirement. poIoplt and tile (ivil S'ervice
retirement agt'n cies, and work out sense methol for doing that.

Senator ,\|III.,IKIN. Did Von Sit downt with tiler?
Mr. Fousom. We had thtem appear before the Council.
Senator Mim.qKIN. Weri they in favor of it.?
Mr. FoTmsom. No: they were not. We do not think they hald

really studied the ilan carefully, though. We think sometling could
be worked out if we would sit'down in conference.

Senator MN1MuKiN. In Colorado and, I think, in other States, we
have teachers' retirement systems and firemen's retirement systems
and policemen's retirement systems, and they are violently opposed
to Colitig in, In what degree, where that Occurs, Should we force a
system on any ono who is satifkfled with his own system?
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Mr. Fol.soM. Of course, vo could not. forest it . oll up lthe State
systems. You will have to do it on a volutary basis. I tlhik if
von aett1allV work out. i program, they will not s'rioulsly oh1'e to it.
Ilight, itow,' I think they are goilig onI elotiolt rather talt acts.

Setor M i.N.t iN. It enou1h people believe in tin error, it. lls the
fore of faltt..

Mr. Fo'somt. Surely. liult we, of th ('ouin.il felt that if oil sit
down mid work out it program you might It, able' to ov'ert'ot' tlhost,
feelitipg.

Also, I ut a little oterned about. tilt, definition of "employee" ill
II. It. 6li0. You know, that. litis heet a very highly controversial
question, ail I lttve, not. goil into it thoroughl'y, but I thitik that it,
is sometlhitig that will require vry careful tudVy before you pms ot
the Ilouse bill.

'Seiator livlcit. Where is tht pha.se, of vor stateititlit'?

Mr. lot.som. 'That is on page 7. 'hat jIts to do wilh ti, Gearhart
resolution chilging the terials of tho emplove, definition.

Senator K :tit. Vl t. is your re.omnendat ion?
Mr. lo.so.ut. I ltavelt't. any. It. is a very complicated matter, and

.1111ty emplovees feel that it would b, better not to have tllt. ili at all,
beeaisl if tIlt, phl is extetied to theso other groups lhe term "em-
liee" would really cover somit, self-em lilovd. It. las to do with

thvse fringe people. where it is tot, quite clear whether they ar'e
employees or working ott tlteir own.

Se1ttior Kt:nt1. You think, inl the tmai1, that those who are, self-
'ltiloyed should t, conipelled? Or should it be Volutntary?

Mr. lot.som. It is very dillivult. to bring people ill oti a 'oltittrv
basis; bveauste some will conie ill and so1e1 will not, and tih Very
persoit who ought. to como itt won't.

Senator M iI.KIN. The basie theory of this system was to protect
olliplovees, was it not.?

Mr. lo LOM. Yes.
Senator ii.tlIK N. Oil thl, thol'y that, it is Somewhat. fallacious

to sav thti, al itidividual t'illloyee atlli barglit at. arillt' length with
IilOgemploevri. Altd there wa i social tived for givilig the eiphloyt,
this kind of proteetioti. When you get, into tilt, field of the self-
eiiployed atd illdeplideit. coitractors, you iiro briigiti gho thebieitt
of tho system to i category of le oilt who, if they got lit at. all, Cote ill
1inde1r anil ilitilyv dilretnt. ilhtio olhv. Is that. not. Correct?

Mr. Vol,soM." Yes. Yout see, I t, Council rionliledled that. we
extend it to practically tall of tilt, self-eiplho'ed, leeause wo felt. there
has beeii ia lot, of criticism, for iistaitt, ot tle stitall-busittesm utt,
wlose llployceq are protect hed bit wh'o doe0 no hal itlie att" rlAtectiolt
himself. I iiagin, y'ou have hiad i lot. of letters fiin busiiess people
ayilig tho t'lployer hiiaf would like to lit, brought ill. We would

like to brittg il ill tit e tlf-lt loyed--bitt oil it diterlnt basis tlail
tilt vnllplo'ed.

Seiitor Ndlii.m m~. Should that. b cOllpitsory?
Mr, FlsoM. I thitik it. should. 1 don't. see, ho\" you van work

inyv vohitutary plan.
Senator NIIIKIN. A luau, I stiMgtst, has to miiaike a funidantital

decision. lit) is tithler going to take whtt security he call get olit of
being aut eiiployeo, vitlh whatever etarailty t'leixe I tif getting i wag'
envelop, at the enl of the week, or lie is going to take his chtatiees as
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an employer or as an independent contractor, with the benefits that
accompany that., when there art any, and take the losses when they
occur. The system was originally "designed to cover tile employee-.
Now it. is suggested that, it. be'extended to cover tile fellows who win\ted
to make bigger gains than tile eniployeo makes, if they could, and who
theoreticaly were willing to take tht' larger lo.s'es. *

Mr. FoLsoM. What we uwant. is to give as iany people as we cal
this basic protection oil tilt insuranto plan rather than on It relief
system.

Senator MthhlKIN. Then why not. take everybody ill? Whlyv not.
every citizen of tile United States, regardhess of his particular status?

fr. FoLsoM. I think you have to tie it. lip ill sonie way with enlpioW-
ment., because you are trying to miake iul) for loss of it1t'to111' whie' a
nail Ia have vhenl he retires. If a pelr.-'o. It does Iot have av itloillo
to start ivith, I don't see why thent you would stiidly give hil solle-
thing whe lite riches a ertatll agt'.

Senator WeItIIKIN. \t' went inio this in conneetiotl With tite resoli-
tion to which tiltyu refer. The Treasury I)eparttunt ahlitered it) the
older conceptions of eomtttt law lideiniiion of "eliplovee." autd Social
Seteuritv had invested its own definition, antd under St m-il Sctitrit 's
deflnititt titev raided tie theoret ical trust fund by about $2,00.000..
We thought if they Were not stopped they would raid it. for about,
. . . ..$00t00t ), atd iIo wie decided it outghtt. to i' steiped until at least.
tilt, ('ogres- could pass oll tilt- (lestiOl, and now tilt, Congress hl.;
ind ni opportunity to pas upon it..

Mr. ,oiLso.,%. As I say, if you don't cover the self-enlloved on a
wider stale than the ilouse thtl---thiis defitution of "tnplovee' is quite
tit important nat-ter, but 1 do not havt any definite sttggestions to
mtke to von as to how to chtgt' te who vorditg'of that. provisionl.

As I said before, if the Federal Security Agency feels tiat. nore
time is reo uire, to work out tit itltinistraive iprothdlltre for covering
some of thtse groups. such iis fati workers, tite l'tetive date of
coverage coulti be post poned.

Mv next, rceontnendation ias to do with the tax base. Tht' louse
bill proposes that tit tax bas' he increased from the first $3,000 to
tile lirst $3,600 and that, tile benetit formula be applied accordingly.
'rite Council recomlended that tile ba-e be'inereased to $.,201),
although a minority favored retentioui of the present fornutla.

The feeling of several of its was that tite objective of giving basic
protection could be provided within tite present tax base atd that
tt is not desirable in a seal insurance plat to pay substantial benefits
to those in the upper salhtry levels.

Raising tile baso would not increase tilt, benefits to those below
$3,000 but only to those it tlt tipper salary range who are better able to
provide th ir own protectioit. Ihose above $3,000, who would retire in
the early years, woutl receive a substantial windfall as tht, woult
have coutributed very little toward the coqt of tile increased benefits.

'rite $3,000 base is iniforin throughout tite Federal-State unelploy-
men t compensa ion system. It is also tsed in several St ate tenpora ry
disability benefit laws. Voluntary supplementary pension plans
are general, integrated with tile present $3,000 wage base of tile
OAS. A change in tile wage base of tile insurance plan would
rreato administrative difficulties with all thoso plans.
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The benetit formula: While the present plan provided adequate
benelts when tile aendmtnents were adopted in 1939, the Ienetita
art, now olt of line with current wages and cost of living. This
situation is caused by tile present. formuh which provides bene it, of
-1) percent of tie tirst $50 of monthly wage and 10 percent of the
next $200. Beenuse of tit, low credits ft;r earnings over $50, tile present
formula does not. reflect the increase in wages since the war. 'lhe
average primary benelit to a retired worker has increased from
$22.0 ill 1)eceiber 19.10 to $25.89 in September 19-19. or 14 percent.
'l'he olti-ago as-istane average nuonthly payment, in comalilrison,
hi mort than doubled from $20.26 in 19410 to $4.1.16 in Septemnber
19.19. Thus, while old-age assistanee payments have increased niort,
tan thle cost 'c liv'i,'g. 1hre l's t been coliparat;vely little change in
beicits untler tilt Vhli-age insurantte plami.

Thie present, blencfits alre urealist ie and in innay eases persons
who art, receiving benefits must also obtain old-a ge'asistaice. To
provide more adequate bcneits,. the Council recommended that tit'
fol'lna11 be e1ha1iged so that tlilt benefit. wouli be 51) percent of the
first $75 of an individual's average monthly wage, liluis 15 percent. of
the next, $275, but. with iti iutreinent. for' htngth of service. I. I.
t000 provides a formulaof 5) percent of the first $101 of mnithly % age,
plus 1 liercent of tilt next $200, with an annual incremtnt. of one-
half o 1 itrcent. 'rhe councill felt, that thie formula it proposed would
provitt' adettquate benefits to prtsenit and future ltnelleiries and it
Was unwise and unnecessary to coumit tile svsten to automatic
iuereaste in te fCuture.I

Seatr . iIl.IUKIN. Was that a unaniisis decision, Mr. Folsom?
Mr. Fox.so.'Nt. Yes.
Senator Kri-.miI. I'ist a mlitnute, now. Yotumr reconnendation is 50

percent of tile first $75 and 15 percent of the next $275?
Mr. Foi.soxM. Youi ste, they brought it. lp to $4.200 in their plan.
Senator lri:m. That is the reason I did not think your recoin-

nnelndat ion1 WAs linaniin1ouis.
Mr. FOLSOM. No, it wasn't, there. But I thought the Senator

referred to (lit, increment factor.
Senator Kpmun. In other words, those who did not agree to thi', in-

creasing of the base (tid agree to 50 percent, of the finst. $75 anti 15
percent of tile amount above that.?

Mr. Foi.soni. Yes. And we a greed that they should have tile
lienelits now on a right. basis and not provide for an increment for
each year.

T'i proposed formula would result in a substantial increase in
benefits with til greatest ptcreentage of increase for those in the lower
income groups. With only a belfit of 10 percent of wages above
$100 a month, however, it does not provide as great a differential
between the higher and lower earnings as the Advisory Council's
recommendations. Such a low differential might lead to criticism by
workers above the lowest wage groups. Ili other words, there is so
little difference under this formula between tile $100-a-month man
and the $300-a-month man that I feel there would be quite a little
criticism of it..

Senator MILLIKIN. Mr. Folsom, woul you let me read into the
record the membership of the Advisory Council?

Mr. FoLsoM. Surely.
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Senator MILLIKIN. I think it would be well to get that into the
record. I do not believe it has been read into the record before:
Edward R. Stettinius, Jr., rector, University of Virginia, chairman.
Sumner II. Slieiter, Lamont University professor, Harvard University, associate

chairman.
Frank Bane executive director, Council of State Governments.
J. Douglas Brown, deant of the faculty, Printceton University.
Malcolm Bryan vice chairman of board, Trust Co. of Georgia.
Nelson H. Cruikshank, director of social-insurance activities, American Federa-

tion of Labor.
Mary 11. Donlon, chairman, New York State Workmen's Compensation Board.
Adrien J. Falk, president, S. & W. Fie Foods, Inc.
Marion B. Folsom, treasurer, astman KodLak Co.
M. Albert Linton, president, Provident Mtual Life Insurance Co.
John Miller. assistant director National Plannin|g Amociation.
William I. Myers, dean, New York State College of Agriculture.
Emil Illeve, president, Textile Workers' Union and vice president, Congress of

of Industrial Organizations.
Florence R. Sabin, scientist.
S. Abbot Smith, president, Thomas Strahan Co.
Delos Walker, vice president, It. 11. Macy & Co.
Ernest C. Young, dean of the graduate school, Purdue University.

As you go along and mention the Advisory Council, if there was a
difference of opinion, will you tell us, so that we can assume there
was no difference if you do not say so?

Mr. FOLSOM. The only difference, in respect to the insurance plan,
had to do with this tax base, and the employees of nonprofit organiza-
tions. Two of the members felt these employees ought to be brought
in on a voluntary basis. That is the way the House bill provides.

The rest of us felt it should be a compulsory system.
As a compromise formula between the House bill and the recom-

mendations of the Advisory Coancil, I would suggest that consider-
ation be given to providing 60 percent of the first $100 of monthly
wages as in H. R. 6000, and 15 percent of the next $150, with no
increment factor.

The following table shows the benefits at different wage levels for
the present plan, H. R. 6000, and the above proposal, assuming the
person has been covered for 12 years.

Senator MILLIKIN. Mr. Folsom, what is the theory of the incre-
ment factor?

Mr. FOLSOM. Well, the theory is that a person who has contributed
for a long period ought to get more than the person who has con-
tributed for a short period. In the original plan, many of us felt
we should' put this Government scheme on more or less the same basis
as a private scheme: that a person who has contributed more ought
to get more almost directly in proportion to his contribution. So the
fellow who has contributed twice as much ought to get almost twice
as much benefit. But we gradually changed our views, and in the
Council of 1939 we felt we had to use more of the social insurance
approach and not so much that of a private plan. Even in a private

an consideration is always given at the start to the fact that you
Eave not had the plan in effect in the past. And you provide benefits
out of relation to -%hat a person con.ibutes, to those, closo to retire-
ment. That is so even in a private plan.

And we know that the person in the lower wage group needs a
higher percentage of his income to retire on than the person in the
upper wage group. That is why we' have this very heavily weighted
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in favor of the lower income groups, the 50 percent.. And the objee-
tion I have to the House bill. as I said before, is that this 10 percent,
above the $100 (loes not ade(luatelv reflect, tile increased earnings;
and to keep those people satisfied you ought to give them more than
that.

As far as the increment was concerned, the Council felt that it
would be better to provide adequate benefits now. and not keep on
inenasing them: because if you provide adequate benefits now and
provide f )r all ;ncrea,3e of one-half of 1 percent or 1 percent per year
on top of that, you are building up pretty heavy costs in the future.
Now, if later on, we find that tle benefits under this formula are not
adequate, you can change them again just like you are doing now.

The increnment factor is also based oil the theory that prices and
wages are going to leep on tC'easig, andi therefore you )uight to
allow for that. Well, that is not a safe assumption. We don't know
whether thev will or not. And if they do keep on increasing, you
can change the benefit at that time. WeV, thought it. was rather hazard-
ous to put that automatic increase into the formula right now.

This table shows the single man at $150, $200, $250, and $300, and
it shows the present plan, 1. It. 6000, and the 15 percent plan:

Aver e Present if. . Pro s
w ag e 1 de p- t

Single man ............................................. $150 $3#. 0O M . $5.n

2Z0 45.00 . 69 00 72.50
300 45.00 74'.00 72.50

Married man with wife over 65 ......................... 150 51. 00 87.00 8& 25
200 1' 50 96.00 97.50
250 67.50 103.50 10.75
30 67.50 111.00 106.75

Under H. R. 6000 the benefits would increase one-half percent for
each year of coverage but would remain in the same under the proposed
plan.

You will notice that H. R. 6000 has a substantial increase over tile
present plan all the way along the line. The only difference between
the plan I propose and H. R. 6000 is that the people around $200 and
$250 are getting a little bit more. The $300 man gets just about tile
same although in my case he would be taxed only for $3,000, and in
the House bill it would be $3,600.

You will see that the married man with wife over 65, with average
monthly wage of $250, gets under the present plan $67.50, and in
H. R. 6000 he gets $103.50. So he is above that $100 that we have
been hearing so much about.

In this plan which I propose he would get slightly more than that,
$108.75.

Of course, if you think that the 15 percent does not give an adequate
differential for the people in the higher groups, you could make it 20
percent over the first $100 instead of 15 percent; but I would think
15 percent is adequate, and I notice Mr. Altmeyer the other day sug-
gested 15 percent also.

Now, either one of these proposals would provide realistic benefits
in line with current living costs and would seem to be high enough to
prevent dependency, and thus adequate for a Government plan.
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As far as eligibility is concerned, under tile provisions of 11. It. 6000,
the largo numb er of older workers newly covered under the bill would
have to contribute for at least 5 years before they woulh qualify for
old-ago benefits, and many wouldn't work that long. rhus, many
of those now aged 60 or over woul still have to depend on old-ago
assistance.

The Advisory Council recommended more liberal eligibility rules.
It suggested that for the newly covered we use the same tormlia
which was used when the system originally began operation. in
effect, this would mean that tll workers who will have attained age (12
before the middle of, say, 1951, would be insured with a minimum of
six quarters of coverage. While these workers and their employers
would have contributed little toward the cost of their pensions, it is
no fault of theirs that they were not previously covered, and if not
eligible for insurance benefits, many of them would probably receive
assistance grants.

As I said before, it is customary in private pension plans to provide
benefits for the workers close to' retirement age, even though they
have contributed very little toward the cost.

I would therefore recommend more liberal eligibility rules for those
now close to the retirement age. I think Mr. Alt meyer made a similar
recommendation.

It. might seem that you are giving people quite a lot for their money,
but I think it is a feasible plan; and we want to bring in as many as
we can into the old-,ge iwAuraimo pla-' immnvdiatly. I think it, would
be better in the long run.

As to the retirement clause, the Advisory Council felt. that the
present retirement test, under wiielh a person earns $15 or more a
month is ineligible for retirement benefits is too severe. With a
broadened coverage, this restriction would become much more serious
because there would be less opportunity fo: work in noncovered em-
ployment. In my opinion the clhnge commended by the Advisory
Council is better than that. provided in It. R. 6000. The bill I'ovidis
that a person woulh become ineligible if he makes over $50. This
would result in loss of the entire benefit if the earnings even slightly
exceed $50. The Council recommended that his benefits be reduced,
not eliminated but reduced, by the amount received in covered em-
ployment in excess of $35 a month; the same provision could be made
if this allowance were increased to $50.

I understand that the Security Agency felt that that would com-
plicate the administration, but we thought it could be worked out,
In other words, if a man is making $49, and he has a chance to make
$3 or $4 more, under this provision he would lose all his benefits.
So we do not want to take away the incentive for him to make addi-
tional money, Under our plan his benefit would simply be reduced
by any excess earnings.

Senator MILLIKIN. I come back to my earlier question: Why
should not those who have contributed to the system and have
reached the pay-off point, the pay-off age, get what they paid for,
regardless of what they continue to make?

Air. FoLsoM. Well, this is supposed to be a retirement plan. You
are supposed to make up for loss' of ipcome after a fellow has stopped
working, Now, if you had a provision in which a man would auto-
matically receive a benefit at age 65, and lie continues on his work,
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then you are going to give him a premium on that.. Mhen ie is 65,
he is suddenly going to get on increase in his income. That. would
lead to all sorts of difficulties in industry.

Senator NIiLIKIN. There was a ine in industry whein Yon wanted
to get, elderly people out of the working force. *We wanted to get.
them out at that time so that younger people could get in. Now,
with all this increased longevity that we are having now anl will
have in greater degree, is not our problem just tin, reverse, to keep
them working as long its they want to work and (ani work?

Mr. FolSoM. Yes, 1 agree; that we ought to do everything we can
to keep the older worker. But 1 do not think when a man reaches
65 his income should suddenly be increased.

Senator IIILIKIN. lift thioreticallv he has paid for his insurance
part. Why should he not have it? Why should lie not be permitted
to make as much as le can?

Mr. ForasoM. It, would lead to a lot, of difficulties. If we had a
system like that, where a tman, say, over 65 was getting 30 or 40
percent more than one under 65, you might, tilid tht tlint would
result ill reducing the wages of those over 65, so that their total
income would rein the same; and tOhen you might have a tendency
of people to hire just. those workers. It would cuatse a lot of coln-
plications. You would have people doiitg lte same job find getting
dilferent incomes.

Senator MINmIKiN. The case is even stronger when you figure that
lie has theoretically paid for his insurance.

Mr. FoiLsoM. You would extend the retirement age, then,, if what
you say is true. More and more people will be working after the age
of 65, aind you can then change the retirement age to 68 or 67.

Senator XIMMiiKIN. I atm just trying to explore this thing. Otl first,
blush I do not see why at man should not get what lie has paid for and
why lIt should not get as much additiotna [as he can earn.

Mr. Foilsoht. Of course, what lie is paying for, here, is for soiie in-
come to olIsOt tite los of imncoimte he will have when lie retires. This is
a retirement plum. Umder this system lie is not paying for certain
income after 65 whetler li itas retired or not. lie s helping pay for
the cost of a system which will replace some of tim earnings lit will
lose when Ite retires. If lie has not lost his earnings, he is not entitled
to benefit.

Seitator MILmiKIN. I agree that tile system is now cast in such a
way that it assuntes retirement at 65. I agree as to that. But why
should the system l)e that way? Why do we not face ip to it and
make tile costs of the beitefits such fis to contemplate that a man will
continue to work if he is able to work and feels like working after la
is 65, atd at the sanie time give him what ho is paying for?

Mr. FOLSOM. Well, it would change the cost ftnd change the concept
of the whole system. It could be done, but I don't think it. wo de
as rood a system as this one.

benattor IILLIKIN. I would like to sug est, Mr. Folsom, that with
all of this increasing number of people who will be around and more
or less active after theoy are 65, the time has com when maybe we will
have to change our concept. And while you are on the stand, you are
tlea first representative of a large employer company that we iave had
here, and I would like to ask you what the Eastman Co. is doing in
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the way of studies or in the way of practice to give the older fellows
a chance to stay on the pay roll.

Mr. FOLSOM. Well, we have had a pension plan in our company for
over 20 years, quite a little time before the Social Security Act was
passed, and we do not have a compulsory retirement age. We have a
normal retirement age of 65. In the past we have had a normal
retirement age of 60 for women, but now we have more or less agreed
,on 65 for women, too.

Senator KERR. Are your retirement benefits payable at 65? Or upon
retirement?

Mr. FOLSOM. Upon retirement. We do not have compulsory re-
tirement at 65. We have quite a few people working beyond 65,
although we consider 65 the normal retirement age.

Senator KERR. I understand that even the Senate of the United
States has a retirement program; but which does not mature nor
become payable until after retirement.

Senator MILLIKEi. And you cannot get anyone to retire.
Senator KERR. And as long as they do not, as I understand it,

they do not get the benefits of the retirement program. Do you sup-
pose we ought to look into that, Senator?

Senator MILLIKIN. No; I think it is a pretty good system. They
get their wages as they continue to work.

Senator KERR. That is the plan he is suggesting, there.
Senator MILLIKIN. I may say that perhaps we do not pay as much

as we should, either, for that retirement benefit.
Senator KERR. I am sure he has those in his employ who would

agree that a similar situation exists there.
Mr. FoLsoM. And many of the people with us would rather stay

on and work rather than retire.
Senator MILLIKIN. And if we pay enough, answering your question,

and to provide a little Consistency, if we pay retirement benefits, I
am in favor of getting it when I reach that age-if we pay enough for
it.

Senator KERR. But you would have to change the law to conform
to either of the suggestions you make there.

Senator MILLIKIN. You would have to change the law. We had
to change the law when we put it in. And perhaps it was a nice piece
of sugaring in order to get some votes for other purposes in the same
law.

Senator KERR. Well, I was not hero, and I did not know that that
was the way you got that done, Senator.

Senator MILLIKIN. Oh, perhaps I cast an unfair implication as far
as my colleagues are concerned.

Senator KERR. I cannot tell whether it is an admission or an
accusation.

Senator MILLIKIN. Well, I want it to be indefinite like that.
Mr. FOLSOM. As far as our ownplan is concerned, we do make

every effort we can to keep the older person at work, finding new
jobs, and so on, for him. Of course, the greatest difficulty is really
for the people who are beginning to slip before they reach retirement
age, to find jobs for those.

Senator MILLIE IN. What percentage of your pay roll is 65 or over,
,in terms of numbers of workers?
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Mr. FOLSOM. I do not have the figures, sir. It is a comparatively
small number, though. Because quite a number of people have
retired, of course, under our retirement plan. However, they don't
retire just at 65. Some of them work a year or two longer, some of
them 3 or 4 years longer, and some of them 10 years longer, depending
upon the situation in the individual case.

Senator MYEns. And they never receive their retirement benefits,
I assume, regardless of the income they may receive, until after they
retire?

Mr. FOLSOM. Not until after they retire, of course. We do not
start paying the benefits at 65 unless the worker retires.

Senator MILLIKIN, How many hours a day do your workers work?
Mr. FOLSOM. We are on an 8-hour day and 40-hour week.
Senator MILLIKIN. Havu you made any arrangement whereby a

person whose energies are only up to 20 hours a week can work 20
hours?

Mr. FOLSOM. We do not have many on part time, but we shift
quite a few workers to jobs we think they can do, where there is less
physical exertion. We do that.

Senator MILLIKIN. If a man works foryou, ie works 40 hours?
If lie does not feel able to work 40 hours, or if you do not feel that he
is doing a good 40 hours of work, lie is out, either voluntarily or by
giving him the red ticket?

Mr. FOLSOM. Of course, as to those people, they would be entitled
to their pensions. And we do have some l)eople on part time, but it is
a comparatively small number.

Senator MILLIKIN. You have no organized plan to give the elderly
workers a chance to work for periods equal to their energies?

Mr. FoLsoM. Yes; we are studying it all the time and trying to
find jobs which the older person can do.

Senator MILLIKIN. For 40 hours a week? I am talking about 20
now.

Mr. FOLSOM. We do not have a systematic program on that.
Senator MILLIKIN. Are you giving that study?
Mr. FoLso.i. We are giving all of these questions about the older

worker very careful study.
Senator MILLIKIN. I picked up a London magazine which contained

some material that is very interesting. I am going to put it in the
record one of these days. A factory over there set tip a little special
factory for elderly workers who could work a couple of hours a day
if they felt up to it and wanted to work, or as many hours as they
wanted to, and they get paid on what is apparently a fair basis. In
other words, that has a tendency to augment the income of the
worker. It has a tendency to keep up his morale. It has a tendency
to increase productivity of the Nation. It seems to me that those
are three important factors. And most respectfully I suggest that
large employers like the Eastman Kodak Co. should be busying
themselves trying to figure on that. Because if we increase the non-
productive first stage of our life by lengthening the period of edu-
cation--and we are doing it-it used to be grade school, and now it is
high school, and it is going to be college one of these days-and if we
shorten our retirement age, that places too much of a burden, I
respectfully suggest, on the in-betweeners, who have to carry the cost
of the whole thing.
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Mr. FOLSOM. Of course, I agree with you. I think so few people
realize that in order to pay these unemployment benefits and old-age
benefits hud sickness benefits and everything else, the people who are
working have got to produce more. And you are cutting down the
age at which they are producing, too, which means that we have to
make a big increase in productivity if we are going to maintain our
standard of living.

Senator MILLIKIN. That is another way of saying not to take pro-
ductive people off the pay rolls.

Senator MYERS. Do you have any age limitation policy as to the
employment of new workers?Mr. FoLsoM. No sir we do not.

Senator MYERS. because it occurs to me that that is where we
have great difficulty in this country: that many, many firms refuse to
employ those who have reached the age of 40 or 45.

Mr. FOLSOM. On the other hand, you will find that the turn-over,
the people leaving, among that group, is much less than among the
young people. There are not nearly as many people, proportionately,
over 40 that leave their jobs, as the younger people.

Senator MYEns. It has come to my attention that when there is
curtailment of production in a plant many people over 40 have much
greater difficulty securing employment than those under 40. And
although there is a problem, which the Senator has mentioned, as to
the retirement of those who have reached 60 or 65, I think there is a
much greater problem with regard to those who have leen involun-
tarily retired under the age of 50 or over the age of 50 and they attempt
to seek new employment.

Mr. FoLsoM. We have had a commission up in New York State
studying that whole problem very, very carefully and making recom-
mendations as to what can be done.

Senator MYERS. What has come to your attention as a result of
that study? Do you find that men in that age bracket of 40 or 45
are having difficulty obtaining employment today?

Mr. FoLsoM!. Well, I would not say it is serious today; no. In the
frst place, there are not as many losing employment as you think,
because the employer wants to hold on to such men. The man has
been with them for some time and is a valuable worker and an ex-
perienced one and much more valuable than the younger fellow. I
think you will find it is a comparatively small number.
* But it is true that for those who are out of work there is more
difficulty in finding jobs than among the younger men.

Senator MILLIKIN. I get much mail posing that very predicament.
They have been junked by their employer, and they ae 10 to 15 years
from retirement either under their public assistance or under insur-
ance. And it poses a terrific problem.

Senator MYERS. We have many military installations in my State,
and under this curtailment program of Secretary Johnson's there have
been thousands of men who have l~st their employment involuntarily.
And I understand they are having great difficulty.
. Mr. FOLSOM. I think private industry is doing and should do quite
a lot of work on it.

Senator MILLIKIN. What is the name of that committee?
Mr. FOLSoM. The Desmond committee. I will send you a copy

of their report if you would like to have it.
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Senator MI LIKIN. It is called the Desmond committee?
Mr. FOLSOM. It is a committee established by the New York Legis-

laturo.
Senator MILLIKIN. Do you know of any large manufacturers

who are making special studies or plans on the subject we have been
discussing?

Mr. FoLsoM. Yes, I could give you a list of some of them.
Senator MILLIKIN. I would like very much to have it.
Mr. FOLSOM. I will give you some information on that. I think

most large companies are seriously studying the problem, and some
of them have definite plans.

There is one other suggestion that the Council recommended, in
line with your thinking, that is: that we have no work test for the
insured workers age 70 or over. This would be particularly desirable
if you are going to include self-employed in the system. The House
bill provides no work test after age 75. We don't see why it wouldn't
be all right, at, age 70; and then say you would get. benefits regardless
of work, on the theory that most people probably will be out of
regular employment by age 70 anyhow.

When it comes to the question of financing, this is a complicated
part of this whole system, as you know, and there is so much differ-
once of opinion on it. The House bill provides that the tax rate be
increased from 1 Y2 percent. to each on employee and employer, which
rate became effective January 1, 1950, to 2 parent each on January
1, 1951. The bill also has a schedule poviding further perio(lic
increases until the rate of 3% percent on each is reached in 1970.
The Ways and Means Committee contemplated that under this
schedule the plan would be practically self-supporting; that is, re-
ceipts from pay-roll taxes plus the interest on the reserve fund would
be sufficient to finance the plan so that there would be no need to
draw on general revenues now or at any time in the future. Under
this program the reserve fund would reach about $75,000,000,000 if
the intermediate (average between high and low) estimates of the
actuaries are used.

The members of the Advisory Council were agreed that it would
be well to have the contribution rates increased to 134 percent each at
the time the benefits were liberalized. If the benefits are increased
soon this increase in tax rate on January 1, 1950, would be considered
as in line with the Council's recommendations.

Senator KERn. They have already been increased to 1,1 percent,
have they not?

Mr. FOLSOM. Yes. I mean, if the benefits were increased, then this
increase would be in line. So the next increase in contribution rate,
to 2 percent on the employee and 2 percent on the employer, the
Council felt, should be postponed until the collections plus interest
on the invested funds are insufficient to meet the current benefit
payments and administrative costs.

Financing an over-all Government plan is different from financing
a private'plan. A private plan should be financed so that the liabil-
ity when due could be paid from funds in hand; otherwise the employ-
ees would not be protected-provision has to be made both for the
liability accrued at the time the plan is put into operation and for
future liability. On the other hand, the Government does not have
to set up a reserve fund to meet, the accrued liability, and with its
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taxing power it does not necessarily have to have the filds in lard
to meet the liability when due.

Under the contributory insurance plan the collections by the (3ov-
ernmont during the early years were bound to exceed pension pay-
monts because comparatively few draw benefits during the early
years. It would not be feasible to start out a Government plant oi
a strictly pay-as-you-go basis because of the low contribution rate
which would be required-a rate as low as, say, one-tonth of 1 percent
and with a change in the rate each year. Suceh a low rate would also
give the impression that benefits could be greatly increased without
much cost, with the resulting high future -costs.

Senator MILLIKIN. Mr. Folsom, 20 or 25 years front now, when
people who go into the system and the higher payments niust. be paid,
would they not have a just complaint that the payments should have
boon higher at the beginning than they are now?

.Mr. FOLSOM. You see, the whole trouble about this is that Wh10n
we started into this system we took on a liability for all the service
that the people had rendered up to that time. Under a private plan
we would have to put the money aside to take care of that liahility'.
Under a Government plan, that is not necessary. Now, the blig
question is: Who should pay for the cost of all that service prior to
the time the plan went into effect, when nobody had paid anything
for it before. The theory of the Advisory Coutncil is---but before I
got to that, thoerearo three methods of handling the financing. One
is a strictly pay-as-you-go basis, starting Very ow and going on lp.
We were against that from the very beginning, because we felt., as I
have said, that the contributions rate would have to be so low to begin
with that you would give people the impression that they could "in-
crease the benefits considerably without any increase in cost; and that
would lead to a lot of trouble in th future. Also, oil the strictly
pay.as-you-go bais, you would lead to very high contribution rates
in the future.

Now, the second method is that which the House Ways and Means
Committee now seems to contemplate; to put the plan on a full reserve
basis, so that you will never have to draw anything out of general
revenues to finance it.

Senator Kean. Never have to what?
Mr. FoLsoM, Never have to draw anything out of general revenues

to finance it; but you will build up a large reserve fund. The collec-
tions and the interest from the reserve funds would be sufficient to
finance it.

Now, the Advisory Council felt there was some way in between
these two. The objection to the full reserve scheme is that you have
got to be collecting a lot more money during the first few years than
you are paying out, while you are building tip this big reserve fund.
And there would be a tendency, while that is being done, to increase
the benefits. Because the people say, "What is the use of bringing all
this excess money in, and why don't we pay it out in increased bone-
fits?" And if the benefits get too high, you are loading into trouble
in, the future.
.Also, I feel that it you are bringing* in a lot more money than you
4re paying out, and you have this ig reserve find, indirectly it is
going to have an effort on appropriations for other purposes. Ini other
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words, you are going to be a little easier on sp ending money than you
would be if Vol did not, have this money to play with.

So what, the Council suggested was tiat. we have a plan inbetween,
what we call a modified pay-as-vyou-go basis; so that, we would keep
this 1 , pereento rate in eft'et, until about 1955 or 1956 or 1957, along
about that tine, when with these increased benefits the payments
will just about equal tie collections. Then go tip to the 2 percent
tax rate, on each enplover and eniplovee, and keep it at, t-hat level
until the benefits again appmach eoleetions. And at that time,
assuming you have got. everybody covered in the system, oU could
decide whether vou want to'increas ei the pay roll tax or fiance it in
soine other way.

Senator N IIILIKIN. rheni there is a period where it, is pay as you go?
Mr. F'ohsoMt. We want to get. it onl a ray-as-vou-go basis, but we

(10 not think it is feasibhl to get that unti1 6or 8 years from now. lit
tile mneantile, the fund would keep increasing anti would reach about
$25,l,000,00At in tie early sixties. The fuud would be mlaintained
at that level, with pay roll'taxes sutlcient to pay the benefits.

Senator IiI.IKIN. What is the funlction of the fllnd?
Mr. Foisom. Fronm that, time it would serve as a stabilizing factor,

aq when collections might. go down or Ipaymentsq might go up because
of ultemploynlment. -- ill other words, to take care of atny fluctuations.

Senator MliMAKIN. 1low would that be done, me, clanically?
Mr. Foisom. You would have tile income from this fttid to add to

collectionl at that. time.
Senator NliiaUKI. The interest on the bonds?
Mr. Foi.soM. 'The interest. on the bonds.
Senator NliiiKIN. That, pavs the interest on the bonds?
Mr. FoLsoM. And that would be used to supplement current.

collections.
Senator M ILIKIN. If you are on deficit financing, you is.ue new

bonds to pay tile interest on the bonds; is that right? And under the
present system m, tie funds which conte ill are spent for general purposes,
are they not?

Mr. F o.soM. Yess ir. But on tile other hand, if you did not have
this fund, if the securities were not invested in thiq ftind, the Treasury
would have had to have sol just that many more bonds to the general
public. So tile interstate factor is tile sane.

Senator NILIKJN. Wait, now. State that again, please.
Mr. FiolsOM. I say, during these years this $12,000,00000 fund,

had not been built up, and the Treasury had not sold these bonds to
the trustees of that fund, they would have had to have sold just that
many inort bonds to the general public.

Senator KHRit. Just. that number of bonds.
Mr. Foi-som. The same amount.
Senator MILLIKINq. Just that number of bonds, yes. But when you

are in the present state of the system, you have a great surplus of
contribution over benefit payments, which, as I said before, is
spent, for general revenue purposes. And to that, extent you cover
that by bonds, and the taxpayer has to pay it. ultimately. And as
you increase your coverage uider the system, the taxpayer and the
contributor tend to lose their identity. They tend to merge. And
so the contributor has to pay twice.
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Mr. FoLsoMi. No. I don't quite agree with that. Because in the
first place we have collected about 12 billion dollars more than we
have paid out in this system. Now, what will you do with that
$12,000,000,000?

Senator MILLIKIN. We have spent it. All right.
Mr. FoLsoM. But you have invested it in Government bonds.

That is the only thing you could have done. You wouldn't have
kept it in a cash drawer by itself, and you couldn't have invested it
in private securities, because then they would say you were trying
to control industry, and so on. Now, if you hadn't had this money
to invest in these securities, the Treasury would have had to have
sold $12,000,000,000 more bonds to the public. So the contributors
in the future won't be paying twice for it.

Senator MIILLIKIN. Well, now, hold on. Let us teko this sittittion
just as it is right now.

If we were on a pay-as4ou-go basis, you would have no reserve
fund. There would be no question about aying twice.

Mr. FoLsoM. But the Treasury would have had to have sold
$12,000,000,000 more to the general public.

Senator MILLIKIN. No, because it would have gotten in just as
much money as it would have needed to pay for this insurance pur-
pose. So it would not have been paying for any bonds at all.

Senator KERn. If you had been on a pay-as-you.go basis, you
would not have levied the $12,000,000,000 in taxes, would you?

Mr. FoLsoM. I am assuming that the money the Treasury has
spent during the period had to be spent for the war and other purposes,
and therefore they would have had to have had $12,000,000,000 more
to spend. They would have had to get it from some source.

Senator MILLIKIN. But when you contribute to an insurance
system, I suggest that your contribution should be for the protection
of the insurance system and not for all sorts of general purposes.
In a private insurance company, when they take in your premium
money, they use that for the insurance system. They do not take
that money and go to spending it for all sorts of other purposes, even
though they be good purposes.

Mr. FOLsoM. But most of the money which insurance companies
collected in excess during this same period was also invested in
Government bonds.

Senator MILLIKIN. Yes.
Mr. FoLsoM. Exactly the same as these funds are.
Senator MILLIKIN. Yes; but the insurance company can get the

proceeds on those bonds without levying another assessment on the
stockholders or without raising the premium rates.

Mr. FOLsoM. I would agree with you if we had actually spent
$12,000,000 000 more during the period because of the presence of this
reserve fund. That is why I do not want a big reserve fund accumu-
lating in the future. I think there might be a tendency to spend
more money for other purposes. But I do not think it has been true
during this war period. I think those expenditures would have had
to be made whether you had this reserve fund or not.

Senator MILLIKIN. I think the point you are overlooking there,
Mr. Folsom, is that the money that has been contributed for insurance
purposes has been spent for general purposes. And that, I suggest,
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is not a sound insurance system. Because it requires some one, the
contributor in his role as taxpayer, to pay it again.

MINr. FOLSOM. That is why It is so difficult, here, to explain; because

the money had to be invested in Government bonds. I do not see

anything else you could have done with it.
Senator KERR. Well, insofar as the agency was concerned, it did

not spend its money for Government expenses, did it? It did not

spendits money for Government bonds.
Mr. FoLsOM. The same as an insurance company.
Senator KERR. Now, as I understand it, if the Government needs

$40,000,000,000 in a year's time, and the taxpayers pay $30,000,000,000,
and the Government sells $10,000,000,000 worth of bonds to get the

other ten, the taxpayers have not yet paid that $10,000,000,000,

have they?
Mr. FOLSOM. No; they are going to pay it in the future.

Senator KE.Rn. So that if at some future time the taxpayers pay

the $10,000,000,000 in order to get, the money to pay off the bonds,

they have not paid the money twice, because they did not pay it in

the first place. The Government got that money by selling bonds,

not from tax revenues.
Senator MILLIKIN. But under this system as it now stands, the

contributor pays his money, and theoretically the excess over what

is required to meet current expenditures is for the protection of the

insurance which lie is buying. Correct.?
Senator KERR. It is a reserve against the insurance.

Senator MILLIKIN. Yes. That is right. All right. Now, he has

paid that. A private insurance company would get assets for that

money.
Senator KERR. Would they get any better asset than Government

bonds?
Senator MILLIKIN. I cannot say that they would, but they would

have an asset, because they would be getting the money when they

cashed the bonds in.
Senator KERR. Cannot the agency do the same thing?

Senator MILLIKIN. Now we come to the exact point of distinction.

The trust fund has an asset which it can collect from the Government.

But what does the Government do? The Government has to sell

other bonds, or tax the taxpayer increased taxes, to pay. Anld the

contributor, as taxpayer, has to pay twice.
Mr. FOLSOM. Well, as far as this practical situation is concerned,

now, we cannot go back to the strictly pay as you go, because the tax

is now, I % percent each, and you are goingto be collecting more noney

in the next few years that will be paid out. Now, what the Council

recommended is that you soon get on a pay-as-you-go basis, which

would be, say, some time about 1957 or 1958.
Senator M ILLIKIN. And that is in recognition of the very difficul-

ties we are talking about, is it not?
Mr. FOLSOM. Yes. And also I think there is a danger. What

you say is true if this money would be used for other purposes, just

because of the presence of the fund. I think there is a danger.

Senator MILLIKIN. All right. We would keep this situation in

balance if we required that the contributions would be used for tie

reduction of the national debt. Now, that is the only way you could

keep from paying twice, is it not?
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.Mr. Fotson. Of course, it. would have to be, used for that purpose
if von had a balanced budget,. If tile budget were balanced the excess
volleetions would be used to retire the debt. As long as you have a
deficit., of course, it. doesn't work. And I think from no'w on, there
is a danger that these excess collections ittight encourage deficit
financing. In other words, right. this year it is going to he easier for
the Treasury to get by. because they won't have to sell over two and
a half billion dollars of bonds which they otherwise would have to
have sold if they didn't have ill these tri;st-fund collections.

Senator MhiILIIN. Is it not true, then, 1 ask you taain, that to
tite extent that we reduce our indebtedottss Iy these coli actions that
we take in, in this tnethm, we are keeping ou'r books ill balace, tand
we are avoiding the double pV'itvint o the same thin,_?

Mr. FoLso%. Well, 1 wouldn't adtnit we had t'ulhle taxation
involved, itles, the money was spent for pitrpose. whieh it otherwio
would not have been spent. In that case I think it would be double.

Senator MmuLarM. But there is no way to tell that, Mr. Folsoin.
If you got $2,000,000,000 a year to spend, how cal yol probe the
minds of those who are doitg the spending to say whether tilt, would
or would not. have spent. an 41iivalent alolnt had they not fid this
ready source of ,noney?

Mr. Fosowm. I say that is the danger of it.
Senator imumKIN. Of couiso it. is tilt danger.
Mr. Fomsom. I don't. think it. has been so true during the war years.

because then you lhad another situation, where the mnonev had to b,
spent. for war purposes. Now I think there is a danger. I agree with
you on that.

Senator Ktaut. All right, Mr. Folsom.
Mr. FoT.soxt. I think that covers tilt, financing Dart. But I think

it. is very important that this decision lie made, because if you let. the
House bill provisions take effect there will be another increase in taxes
at tile first. of January next year. And we certainly do not think it is
neue"sary. We swy:" Postpone that. increase for 4 or 5 years attyhow.

We went 10 years without increasing tilt tax fro m 1 t Iq, and there
wouldn't be muctl use in increasing it. again within a year's time.

Under total and permanent disability benefits: The bill also provides
for tle g ayment of benefits for total and permatnt disability to
extend miring the disability. There are hardship eases causetl bV
long-term disability. 'h imvmont. of letetits for such disablilitv is
extremely difficult to administer, however, because of the difficiihtv
of deteriiiination, and the cost cannot be forecast with any degree facutraoy. As a result of these difficulties, private insurance conipanies
abandoned such insurance some years ago. For thme reasons there
is doubt of the feasibility of attempting to cover this risk by social
inenrnco. In view of the additional administrative burdens which
the Soial Security Agency will assume with the proposed extension
of coverage, it would seem prudent to postpone action on total and
permtinent disability.

If action Is to be taken, however, I would recommend that. the total
and permanent disability benefits be added to the insurance program,
that eligibility be restricted to those between 55 and 05 years of sge,
and that objective tests be applied to determ;rh' the diahitV, as
recommended by the Advisoy Council.
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Senator M,,'mis. Was that a unaninious rtecommendation, Mr.
Folsom?

Mr. Fol.soM. No; there was quite a difference of opinion on total
and permanent disability in e Council. Some o us felt. that
because of tile ditliculties that some of the private companies had had
it. would not. be well to get into it. at. this tinie. Others felt it. should
be covered. But we alt agreed that if we were going to have it. we
ought to have very strict tests applied.

Senator My ils. What was the view of the majority of the Counwil?
Mr. Foi,soM. The majority of the Comcil felt. there should be total

anid permanent disability protection under the insurnce program.
And this restriction to those between 55 and 65 years of age is the one
which I suggest.. Those art, the serious eases. And vou wouldn't
get into nearly as much ditliculty as if you tried to cover'ever-body.

Senator M'rvns. You sav those are 'the most serious cases
Mr. Foi.som. Well, I would say they are much more prevalent,

between 55 and 65.
Senator Mityrs. 1 would think the more serious would be those in

tt' younger bracket, who have growing children.
Mr. Foi~soM. Yes; I think yoN are right there, of course.
Senator KY.Rn. I think his description of them as "more serious"

was based upon the fact that he believed they would be more Iinmler-
011.

Mr. FoLsoM. Yes; tllat is wiat 1 1neal1.
I would like to comment briefly on this question of private Vellsion

plans.
Senator MiI.ImKIN. Theoretically, if you give this to any age groups,

why not give it. to all age groups?
Mr. Foisom. Well, what do you mean there?
Senator MNI-.s. rho need would be greater, though, among

certain groups.
Senator MILt.KIN. If a man has a need at 35, wihy limit it to 65?
Mr. FOLsoI. Mainly because of tile serious administrative ditlicul-

ties involved. And they are serious, too. We think the provisions
applied in the House bill are not so strong as those suggested by the
Advisory Council. As to the Advisory Comcil, though the majority
of them thought we ought to have it, they thought we ought to be very
careful, because you can pile up a treniendous cost. in the future on
this. And there is no way of estimating wvhiat tile cost is goig to be.

Senator MNIIJKIN. If that cost is not shared in by tho Federal
Government and/or the contributors, the system would have to be
borne iv the States, would it not?

Mr. 1 oLsom. Yes; except. that they might be a little stricter in the
determinations. In other words, it. iight be a little easier for people
to Fet on it alid not be taken off if covered under tile insurance plan.

Senator MnummN. You just cannot throw lip your hands and say,
"Brother, you are totally disabled. But it. is to;o bad. You are not
55 years old." I mean, if there is a bonn fide eed there, it has to be
taken care of somo place. I have 1o suggestions as to where it should
be taken care of but it should be taken care of sone place, and if it
cannot be helpA by Federal contribution tle burden is going to be
.on the States and those communities.

Mr. FoLsom. Well, the big argument for the restriction to those
between 55 and 05 is, as tho Senator said, that. there are more numer-

507



508 SOCIAL SECURITY REVISION

ous cases after 55. This would give you a chance to get into the
system and work out some scheme of handling it. If it works out all
right, then you can gradually extend it to lower age groups later on.
This is the first step that I am talking about. This would not be the
final answer.

Senator MILLIKIN. What are these administrative difficulties?
Mr. FOLSOM. Well, to find out whether a person is really totally

and permanently disabled.
Senator MILLIKIN. It is a great field for malingering and phony

claims, is it not?
Mr. FOLSOM. Yes. That is what the insurance companies found

out as to the private claims.
Senator M Yns. If the cases are more numerous in the age groups

which you have mentioned, I would think you would have more
administrative difficulties there.

Mr. FOLSOM. But there the fellow is approaching retirement age
anyhow, and you have a short period in which to make payments,
5, 6, or 7 years. So you are not building up the same costs aii if you
were putting a man on at age 30 and paying him all the rest of his
life.

Senator MYEns. You would undoubtedly have malingerers, but I
would think in the case of real total and comiiplete disability it is much
more important that we give some aid, help, and assistaece to those
in the lower age brackets, because they have it real dependency
problem.

Mr. FOLSOM!. Of course, there is no question about having to give
assistance to them. But some of these risks you cannot very well
cover by social insurance. And I am saying Some of those just have
to be taken care of on the regular charity and assistance basis, rather
than on the insurance basis.

Senator MILLIKIN. I suggest, Mr. Folsom, that you can start out
with a very rigorous Spartan-like series of tests to determine the thing,
but that under political pressures there is a tendency to relax tests of
.that kind.

Mr. FoLsoM. That is the difficulty.
Senator MILLIKIN. This committee has it in connection with the

problems of the veteran. You get into the field of presumptions.
And when you get into the field of presumptions, you have opened a
pretty wide door.

Mr. FOLSOM. That is what the Council meant by saying we ought
to have severe objective tests.

Senator hLLIKIN. We ought to have a rounded theory on how
total and permanent disability is going to be taken care of -hen there
is bona fide need; and whose responsibility it is going to be to take
care of it.

Mr. FOLSOM. This would be just the start of it, of course. When
it comes to private pension plans, because this does relate to the
Government insurance plan, there ,are now over 12,000 individual
company pension plans covering between four and five million persons.
Most of these have been adopted since the enactment of the social
security law in 1035 and are integrated with it. In the great ma-jority of these plans, the sharp increase in wages and cost of living
have had the same effect as on the Government plan and the benefits
are now out of line with current wages and living costs. The proposed
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improvement in benefits under OASI will go a long way to correct
this situation for workers with annual income below $3,000. Except
for sonic recently adopted, most company plans provide definite
benefits in addition to social-security benefits and in most cases the
workers will receive the full increase in the Government benefits.

Of course, that is not true as to some of these plans just adopted.
In our plan, for instance, we provide a definite benefit. It is 1 percent
of salary for each year of service for a salary below $3,000 and 2 per-
cent for each year of service for a salary above $3,000. That differ-
ence is in order to adjust for the social security.

Now most other plans are on a similar basis. So any increase insocial security benefits the worker would get, and it would not neces-
sarily affect the private plan. Of course, the private plan, if they
wanted to change it, could later on be changed, but in my opinion
most of them will not be changed, so that the worker will get the full
increase in benefits.

Senator MILLIKIN. As distinguished from the number of pension
plans, can you tell us the number of persons that are covered under
plans where the social security is added, and the number where it is
subtracted?

Mr. Foisoa. I will say a great majority of workers were covered
under plans where there was a definite benefit in addition to social
security, until these recent plans were adopted. Then, of course,
these ie\ companies include large niunbers.

Senator MILLIKIN. May I ask Mr. Cohen if he has any,statistics
on that? I am not, talking about the number of plans, but the number
of persons who are affected by the plans: (a) Where they can add their
social-security benefits to what they get out of their private plan;
and (b) whcre they have to subtract them.

Mr. COHEN. I think, as Mr. Folsom indicated, the number is
almost completely in tie great collective-bargaining plans that have
been added in the last. year and a half or two. And that would
probably add to something, now that those contracts have finally
been consummated, in the" neighborhood of probably a million and a
half to two million people, as a rough guess.

Senator MILLIKIN. If you can get something that is not so rough,
will you put it. in the record?

.fl'. COHEN. Yes.
tTMe information requested is as follows:)

IIFIMTIoN BETWIEEN PRIVATE I{ETIRi-MENT PLAN BE-NEFITS AND On-Ai;E AND
SURVIVORS INSURANCE BxEFITS

Benefit formulas in private retirement, plans generally make sonic allowance
for the old-age insurance benefit tinder the Social Security Act. This is usually
done in one of two ways:

A. Benefit formulas that take into account the benefit formula of the act.
These are found especially in plans unilaterally sponsored by employers.
The following are illustrati'ons: percent of the'first S3,000 of annual earn-
ings, plus I j percent of annual earnings in exeess of $3,000; 34 percent of
annual earnitigs between R600 and $3,000, plus l percent of earnings in
excess of $3,000.

B. Deduction of the full or part of the amount of the social-security benefit
from the amount of the benefit resulting from the benefit formula under the
private plans.

As of December 31, 1949, our files show at least 1,903,000 out of approximately
7 000 000 employees are covered tinder plans .of the specific deduction type
(h abovc).
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Shnce tnsutvtN of th newer plais beig ottatllied through colloctivo bargaitting
follow the Sieet attd Font dedutton-t ype formula It Is Ilkely that. the utmiier
covered tttnter this type of fortimla Is utow over 'J,(WO,(O.

Mr. FOLSOM. With the recent widespread discussion of private
pension plans, the question naturally arises as to the respective fields
of the Government plan and voluntary plans,

Most students are agreed that a governmental plan is neessary to
provide the basic economic protection for the aged and that, all'the
gainfully employed should be included in it. This protection should
be sufficient. to prevent dependency but opinions naturally vary as to
tho exact level.

As stated above, the increase in benefits as provided in It. 1R, 60100
would sem to be adequate for the (overnnent plan.

Aged persons do not need so largo an iuonoe after retirenlt to
maintain their standard --the children are grow and tlli homnyi gen-
erally paid for, and other expense can he reduced. Those who have
had considerable experience with pension plans feel that for ti, workers
in the lower-wage groups a combined annuity from the (loverilnent
and private plans of about. 50 lerceht of pay is about right. For the
midto group a rate of around 4.5 percent, would h, a,quate, with
lower percentages for the higher salary groups. 'There would thuis
still be strong incentive for the individual to practice thrift during his
working lifetuno so that Ite can live after retirement without. too much
of a drop in his scale of living.

The following table represents the percentage which the benefits
would represent, of the average monthly wago i tie ease of a single
man and a man with wife over 05 under 11. I. (t000, assuming 12
years' coverage:

Benefits as percentage of aterage trage

[Asumtng It 7t4 a~, r

single lan withATv motlyF wWO4 tm wife o1W

Si ................................................................ Ifea go tee 8
W O5 ... .................................................................... . 39 as5

go 41
37

This plan would go a long way toward meeting the pension problem
of companies located in some sections of the country and in tsall
cities and towns where living costs are lower. Companies in these
sections might find it necessary to have a supplementary plan only
for those in the salaried groups. In large industrial centers, however,
supplementary brenfits for the higher-paid factory worker will also bo
necessary.

Some people are suggesting that benefits under the Goverullnnt
plan should be high enough to make it unnecessary for companies
even in industrial centers to have a supplenentary plan. Such action
would be a departure from the basic principle underlying the Govern-
mout plan, which is to provide only pnilimun protection to prevent
dependency. This should be the extent of the Governinent's obliga-
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tion. Oice tie G(overnment attempts to proviile income flbove this
level, we would lie establishing a new principle which could lead to
guarauiteed income for other groups in the conunuuity and eventually
to a plauued economy. It, i interesting to know that the Socialist's
of Great Britain do not, favor going this far. heir plan at, present-
and there is no indication they are asking for any change-provides
a maximum benefit, for the worker, whose wife is 0i, of 2 shillings a
week, which represents about 35 percent of the average monthly wage
of factory workers in E'nglnd. Information 1 have received from
England about their plans over there is that there is no agitation from
the workers to have that. inerased; beaeause they know that if the
beuelits are increased their contributions will have to be increased.
And there aire hundreds of company plhs in Enghlnd to supplement
the (lovernnent plan.
SOio are also concerned that the spread of supplementary plans

will result in au illeveil pattern for pensions, with sone workers being
better off than others. l1nt these ppleo forget, that, a uniformity of
lneits or wages is not, an essent ial of our system. The needs v'ory
widely with ty pe of industry and location. As long as there is a basic
Enotv-t0ion, little harm and probably good would result from variation
between compaies and iitustrics. Ve have always had such earia-
tio in the past..

Senator MILLIKIN. Mr. lolsotm, you have always had such aria-
lions il the past, but have not tlh;sc v'ariations l;tien sharpened tip,
in view of these recent privit petIsiotIs? You and I start to work its
nlachinists today, and we hoth leart to operate the samto type of
lathe, and we do exactly the sano typt, of work. I work for "Big
Steel," and you work for a little outfit. lin tho wink of an eve or two,
we, each of us, are 65. 1 get at hundred bucks. You get, fet us say,
$23.50, o' something like that. Or let us make it. $50. Make it
anything short of $100. Hlow long can that kind of a system with-
staund the pressures?

Senator Ki:nn. Under It. It. 0000, he would get. a hundred bucks.
Mr. FIomOM. If yon get the Government seleto on the right

basis, then your variation won't be anything like its great as it haa
been in the p ast,.

Seiator N I But *will not. eaeh new adjustment, we make
provide, as I have said before, a plateau for a new movement to
make new variations in the private plan?
Mr. IomsiM. Well, not. nece rily. I think vou will find that if

you get. the (lovernuent scheme ol the right, blsis, with these atle-
quate benefits, along the lines I have suiq,,sted here, yout are going
to take quite a little of the pregstire from this pension drive. Because
a lot of the younger worke's are naturally more interested ill other
things tham they are pensions at, 65. Anid as loug as they feel that,
theye, are goiug to hav'e sole protection at, 65, they art, not. going to
be so concerned about lauit ting presume on private conipanies to spend
most of their monev on pension llais rather than something else.

Senator Mu1. ,KIN. Most of tel so-called small-business outfits of
this country cannot afford such pension plas, can they"? So that, il
tile Case of two mel doing exactly the sano type of 'work over th
sae110 period of time, of identical age, there will be somethiiug in tilt,
nature of a discrimination against the onte who is not fortunate enough
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to have e'mplo,\1elnt withI 1a coimpativ that has a better ehlre bY reason
of its sit(, and wealth to make goo til th pension plan.

Mr. FOISOM. Of co1rse, there are ai lot of other dif'ireees, too.
Some people iaturally, would rather work for a slualler company
eve1n if they" didn't, get ll-e beleits. T here ar'e ad\valltages to work-
ilg with a smaller coilnplm, too,

'l'akt two industries, lik, the automohil, industry and tlhe oil itiuds-
try, both of which developed during the salme periul of title. II tihe
oil imlstry tilt' emlployevees' belefits. ill these betllelits on top of wIeq
a1mtouti to about. 23 or 2.1 percent of tihe pay rol. lII the antoiln hile
industry those benlits ae down to about. It lpelt'ent. Yet neither
onte of those industries had a1N ditliculty in Fetting worker., So
it. is part, of our whole economy to have tlesel varlat ions. And people
can pick the eo1mpalies they want to. If they wt'it to go to ia coUllany
that. lis at ood Pension pin, they eon. If thev waut to go t)to a coin-
l11 that,llas so11ethig better, thev con g to that, colmily. I

don't, ihink we have to achieve unifornit v.
Senator MuIMKIN. I do not. think it Is elntirely pick a1d choose,

Mr. Folsom. If "llig Steel's" Iav roll is full at til, monlet, luld I
am looking for a job to operate it' lathe, I go Where I eanl get i job.
Smy have preferred working for "Big Steel," but I go where I have

to, to I et the jot.
Mr.lolu.so.m. I say over the years most of tilt, larger coumpanies in

the large iutlstlitil enters wil" llve to have SUpll elltary pension
pms. e'rhoy may eventually have thenm in more or less (lit, a a1ue
pattern. I don't. think we oight to legislate that, though.

Senator NM11IN. No; I do not think we ca1n legislatt, on the private
subject at, all.

Let. lme 1put. it to You this wa., though: l o ou not itlieve that, a1s
these private 111111-s pay more id more for pelsions. You will have

1More an11d more pressmilos on this systell, just exltly as we are h1avilig
11ow, to ileeose tIhe benelits n1111tler this sv'.enU, ilortder to tae care
of those who do not have the henelit, of these expensive uians?

Mr. Foi~sOm. 'l'he most imlportant thing von can do now. I think.
is to get. these social-security leleits on til, right basis. 'l'he we
will Fet. a little more reason into tin' cousiderationt of these private
])eiisoin plts that are going onu uow, aind we will get thlll n onl at sounder
uasis,

Senator NIM,1,11I,. Let is a UlUe we were doing it todiy. Then
would you merely not. havo a new starting point, for a new st'leis of
tho sialio thiig?

Mr. FolmotM. Not if the companies really fac, the facts as tow how
111l10 pelision plans cost. Of coule, I halve felt for years, tlyself.
that, aiplnsioln plam is a goodl invest ment for at companIy. I t ihiik in
t~mo long im at company will derive satvilg fromit a pensionl pl that.
will tond to offAse the costs. I think von Fot a better organization.
better morale, and lower tU'n.-ovr. l O, it, if collpan1y is going to
faeo the faet 11nd pay what, thev should pay, it is going to bta ver,
xppIeuive busiless for 1an1y yet r1". You ivo to pay for till this pasl

service, n111d yo1 tve to pay\ for tho fuire service It. is it questlionl
of cost.,

Smlaor M1m,laimN. 'I'ht brij us back to the little coinmumv.
'1ho ittl o mpny op'rat s udelrh v'ery thil margilns. The little
company is imotin m p sition to i11ke a good-flith pensionl plan of tho



5 13

t ype%11 t t h ig company ittakest-. They mighttilmake at jdattI, hutl itmight t111,1 out to ho' m)t worthI the paperi it is writ teti on. IHow
11tatty 1ompaiels itta6116t ait cont ilmoli exisItttele, sy o 0yas

and1 116 ltin aill their solvency. for .50 N-vatl?
Mir. I" t.somt. That is. \\,t% I say vonl have to get the Covernttelit.

pla111 ott the right basis. 'he1,0 the smll er ci ttpattieits will have most.
of t1hei. penlsionl prohil etttI et care of, except for thn' people ablovo

thi s vo o v .
senaltor Nitt T ht . ll is4 tacti \Ilkwht 1 am11 t aliti lil a it I

Atwle wordsN, lilh, highe.rtate"; oif heItet'ts unite1r tii ss e re ittdlived
ill part lby thet pis's1-Mrt's t hat niecessalY cottie fromt thet lit tle~ fellow
Who (1a1itOt du Wihi't e t hig-plvitig pettsiott plaits(of thte big
comtpaiite. isl t tat tiot right?

Mr. Foi'som. N es. Anld if we, haid had this planl onl this; liasis itl
the htst few years, I don't thittk wei Would have so tt11t14h of thlis
pressure tt0W.

Senator. NI tt.t1t h i. Attd if vonl httd the power, today to estahlish
these ittereasd eil eeits, t Itttt would ttot preventt at str*ikel tontorow
for Itigher penslionls inl tilt, companies that have high pettiotts. Attd if
they siteccedled 411td tilt,\. 11ave heet vey sucsflYou wotuld Siitply
Iniv (t itl satttll to do till over. tgttit.

M r. Foi'sox. Kxcept that I thltk it will let~qt tile PITresst' colt-
sidevaly, tiailiy hweause (t tile opittions' of thet yotunger people, whot
itre ttot nevat'l11y it it creIted lit p111o1t40 itS t1 e o11e11 0 11 i ole.

Sttiit t r Nit i.t.t mtN Youl votil lit,'4suprisedi Mt. tilte vottag ptlople
Whlo talk ito lite without securllity, lit tilte age oif 30.

Mr. Ftwsomt. I kttow. Attd it is; rather suiprisiitg.
Senator K tit. ;kll right, Nilr. Folsotm.
N\It'. Fl~o.somt. Others4 are,1 COtn'ertted about. tilt,' ittvestmi tttet o tint,

r,1Tseves1 Whticht wolild lit, tweiuittlitted if upeietityprivatte pla11ts
Were1 adopted tl it widet settle'. It should het reallii'ed tlttt if thet OASl
is iti 1irtived alotig title littt's of Il. It. t60t10, tlte grealterl part oftit e peti1-
stott load (if tl to cottttrv will het assttttted 111tder the (ioverttiettt lit.

Evell With thet ritpid utl mth ilitt sppletttitit titry plitis it, will piolaittil
hie s'ottie yearsN before, thle inutuiiieeutiti ol reserves umder t bent
will tiltttill e trrettt aveutliut ioti ittider thet (htvertttttcttt. lIbItI.
whlte reserves 1tite privitte tIatusII litter rt'hlare proport iotts, t li
OV0erttttient phtIIt might titen it' oil it tttote4 tuetRlY pity -ls-youl-go bttsis

mid the~ eotuhied ftttts aviihie for invest itxt ituttialify might. nuot.
lit,' so ti11te0t more thbit t hey are 1tow.

i'Te importialit eotiettion in otutteltiol With sitplilemteit taty
pet'lsioll plaits is thttit cittly tietionl het tiikett by the Ciottgi'es to ittprttvo
thte utisttt'it 011111. Cottiptutties will thenl kttow wilttt hasie, pixtettionl
will li tiliovide'd by thet Gloveituet plittil atud culn uItIII their liaxugramts
to provide dt't'tttie belletitsk as- a1 s11tupileit'ltt. We Wvotuld titus be itt
goodl posit ion to ttia1ke Sountd prtgi'es4 lit titeetittg thisl peitsioti probilemt.

Ittet Nb1(16 y eniplovers for pits-ionl 111h11s arte dthductiblo fotr tax
t4ituts' 1ttdt't' r lhiid dowit bly thet ''reasurv l)eliart t11itt. Eti-

1it'(vet titt os ltowt'ver, tit' mot. taX-tleditet itle itt'tns. E'11-
(loll r11010 tt't would lie, given to titltptiiou of volunitairy contributory
plaits if etii1ploy ee, payiitts uutdt'r estttblished plians iud tvitlti pre-
scrihedA lititits werep deductilel for itotte-tax puitpost\s iii tho ym'ir iii
iltlt Ittti'ilts woure uniude. It. i's tx't'uiuitded thatt. Yotutr eloituitteo

give' cOnsidtltttionl to muuwlt anfi thtutt
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Senator KERR. What would that cost?
Mr. FOLSOM. The Cainadian Government has a similar provision

in their law.
Senator KEeR. What would it cost in terms of lost revenue?
Mr. FOLSOM. I have not figured it out. I will try to get some infor-

mation on that.
Now another serious tax problem has arisen because of the recent,

ruling by the Bureau of Internal Revenue which requires that the
capital value of an annuity payable to a second peion under a joint-
and-survivor form of annuity must be treated as part of the estate of
the deceased anmuitant for estate-tax purposes. What that is, is
that sonie people, like in our plan. instead of receiving an annuity of
$150 a month a man might say, "I will take $100 a month and have it.
continued as long as myv wife lives." The Treasury Department is
recently ruled that if y'0u have a plan of that sort, when it, comes to
determining the value of your estate they will figure the present worth
of that annuity to your wife and tax it.

Senator Knim. On the basis of her expectancy.
Mr. FOLSOM. And if she should (lie next. month, you would not get.

tie tax back. This ruling greatly discourages tie use of tills type of
annuity and tends to deprive the survivors of protection which might,
otherwise be given. It is suggested that consideration be given by
your committee to a revision of the tax law to correct this situation.

To summarize, it is important that action be taken by this Congress
to liberalize and extend the Federal old-age and survivors insurance
plan. I would recommend-

I. That the following changes be made in II. R. 6000 provisions
relating to old-ago and survivors insurance: P

(1) That the plan be extended to all noncovered groups of gainfully
employed to the greatest extent feasible;

(2) That the eligibility provisions be liberalized so that more work-
ers now close to retirement age will be eligible to benefits upon retire-
ment;

(3) That the base for taxes and benefits be maintained at the present
level-$3,000-instead of being increased to $3,600;

(4) That the benefit formula which in the House bill provides a
monthly benefit of 50 percent of the first $100 of average monthly
wage anti 10 percent of the next $200, with an annual increment of
one-half of I percent, be changed to provide a benefit of 50 percent
of the first $100 of average monthly wage, and 15 percent of the next
$150, with no annual increment;

(5) That the work test be changed to permit earnings up to $50 a
month without loss of benefits and that the benefit be reduced by
earnings in excess of $50; also that no work test be required after
age 70;S(6? That the effective date of the tax increase to 2 percent on each
employer and employee be postponed from January 1, 1951, to Janu-
ary 1, 1955.

I. That no increase be made in til formula for Federal grants-in-
aid to States under the old-age assistance plan and that consideration
beg given to methods for gradual reduction of such grants.

1I. That if action is taken in comeetion with total and permanent
disability insurance it be handled itt connection with the insurance
plan, that it be limited to persons totally and permanently disabled
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between ages of 55 and 65, and that stricter tests be applied to deter-
mine the disability than provided in the House bill.

IV. That changes in the income-tax law be made to permit em-
ployees' contributions under established pension plans to be deductible
for income-tax purposes.

V. That the tax law relating to joint-and-survivor annuities be
changed so that they will not be subject to estate taxes.

Thank you very much.
Senator MILLIKIN. Mr. Folsom, while we are talking about things

that have such long-range effect-I touched upon it. earlier--do you
know of any way t hat we can preserve the value of the dollar so far
as preserving the validity of this system is concerned, as distinguished
from preserving the value of the dollar in all other directions?

Mr. FOLSOM. Of course, the answer to that, the first answer, would
be that. we certainly otWht to do everything we can to not have a
deficit during a time, like this.

Senator N hLlKIN. The answer, then, is that in this field and in all
others we have got to conduct ourselves under sound fiscal policies.

Mr. F'oisoM. I thiiik it. is true that, the people who have sutffered
tile most from the inflation we lave had, the lowering in the value
of the dollar, are the people Oil fixed incomes, such as those oil pen-
sions. 'Tlhere is just nothing those people can do to meet tile situation.
And, looking ahead for 20 years or so, the chances are that we prob-
ably might have a gradual increase in prices. Some economists think
tlt, and some think we might have a tendency in the other direction.

Senator MILIKIN. Does that not depend on how we increase our
productivity?

Mr. Foisi.w As I said befoi'e, if we increase very much the benefits
to people who are not working, the only way you can prevent that
front lowering the standard of living is to increase the productivity of
tile people wh'lo aire workitig. We in the past have hadan increase of
between 21 and 3 percent, in our productivity each year over a long
period of time. Unfortunately, since 1940, wve have not increased at
that fast. a irate.

Senator MNIIiiKiN. And we have been increasing the "deducts";
have we not?

Mr. FOiLsoM. If we don't increase il productivity, we are bound to
lower tile value of tile dollar or lower the standard of living, one or the
other.

Senator MILIKIN. As far as the system is concerned, if the value
of the dollar should continue to decrease, we are going to have to make
frequent revisions of contributions and benefits.

Mr. FoiLsoMi. Of course, if wages keep going up as they have in the
past., you might be able to finiince these proposed benefits with a
maxinluinl cost of, say, 5 percent of pay rolls, instead of what they are
estimating now, about 7 percent of pay rolls. ihe system right now
is costing leIs in terms of percentage of pay rolls than we thought it
would in 1939, because wages and pay rolls have gone up, anti the
benefits iave not gone tll accordingly. So, you see, -there are two
factors in the equation.

Senator MILLIKIN. But in the future?
Mr. FiOiLoM. In the future, if Price- keep going up ald wages go up,

then we will have to revise benefits. in fact, the Council felt that you
ought to have a restudy of this thing every 6 or 8 years, or at least

(10505 -5110 - lit. 2- -- 24
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every 10 years, to bring it. up to date. And we have waited too long
this tinio'to adjust it. That is why it is necessary that something be
done right away.

Senator KERR. Thank you very much, Mr. Folsom.
Senator MIMLKIN. May I take this opportunity to express my

personal thanks for the fine job you did on the Advisory Council.
Mr. Foisomt. Thank you, sir.
(The prepared statement of Mr. Folsom follows:)

STATEMENT OF MARION 11. FoIAsOM

I an Marion B. Folsom, treasurer of Eastman Kodak Co., and I wish to give my
personal views based upon a number of yearse experience in this field. I was an
employer member of the Advisory Council on Economic Security, which Xsisted
in the drafting of the original Social Security Act, of 1935 and a nmember of the
Advisory Council on Social Security which sitbmitted recommendations resulting
In the changes made in the act in 1939. I have recently served on the Advisory
Council on Social Security appointed by your eommktee. I have lind experience
for many 'ears with the private pension and other employee benefit plaits of the
Eastman fKodak Co., both In this country and abroad.

I shall confine my statement primarily to changes which I would suggest in the
provisions of 1I. R. 6000 relating to Old Age and Survivorship Insurance, but wit h
some comment on tie Old Age Assistance and Disability Insuirance provisions.

I am in thorough accord with tie basic principles of the contributory insurance
plan, and believe that this plait offers the best method of meeting the economic
problem of the aged. Joint contribution by payroll tax is a sound method of
financing. The plan fits well into our economic system, with contributions and
benefits depending upon the individual's earnings. If the original objective is
maintained, I. e. to provide a base layer or protection, it will no, interfere with tlhe
incentive of the Individual to save during his working life so that he can add to this
benefit. Likewise, individual companies will often wish to provide additional
pensions through voluntary private plants.

All three Advisory Councils which have studied this problem have reached the
same conclusion-that the contributory Insurance plan is preferable to the old age
assistance method or to a free pension system.

Your committee's Advisory Council, which consisted of 17 members, represent-
ing employers, employees, and the general public, stated in its report of 1948:

'Public-assistance payments from general tax funds to persons who are found to
be in need have serious limitations as a way of maintaining family income. Our
goal Is, so far as possible, to prevent depetidey t reugh social insurance and thus
greatly reduce the need for assistant ce * *

'Tle Council has studied the existing system of old-age and survivor insurance
anet unanimously approves its basle Thrinciples."

OtLD-AOR ASSISTANCE

Old-age assistance is simply charity relief and offers o incentive for the indi-
vidual to provide for his own 1d age. It was recognized in the beginning that the
Insurance system was preferable but thn assistance pati was necessary to take care
of those whio were already aged and iti tecd and as a stop-gap uttil most workers
could be brought Into the contributory System. Unfortunately thle rograin has
dot worked out as contemplated, mainly because the Insugra p oticn of tceas not been
extended to all those galifully employed. The benefits sad the, astefilaries under
the assistance plan have Increased rapidly.

The fears which many had at the hegitnng, about thle Shiortcomitngs of the plant,
have already been realfited in some States Due to the liberality ii the rules for
cli sbllt , a high percentage of the ged persons qualify in these States. The

Feea lvrmn' hr ftecost has been greatly Increased fromt thle original
dollar-for-dollar basis. Becau.4e of this increasing proportion of the paymlent by
the Federal Government., the States have not beem as careful as they 'otherwise
would be In defining "tneed."

There Is a wide variation lIn the percentageo of persons who qualify for old-age
assistance, ranging from below 10 percet of those over 65 lit some States to over
80 percent In other States. The average for the country as a whole Is 23 percent.
There will undoubtedly ba a tendency in th6 future for the States with a low per-
oentage to relax th 9lr rulfA so that they will not be so out of line with other States.
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If this happens, the cost of tile program will increase even more rapidly than in
the past, The cost of old-age assistance in the year 1949 was approximately
$1,300,000,000 compared with $430.000,000 in 1939. Of this cost, the Federal
Government's share in 1949 was $900,000,000. In any event, the cost of this pro-
gram will continue to increase for several years because more people will be added
to the rolls each year than will be dropped because of death.

To correct this situation the following steps should be taken: (1) strengthen the
contributory insurance plan by extending it. to all those gainfully employed as soon
as possible and thereby reduce considerably the number who will be added to the
assistance rolls in the future; (2) hol downi the Federal grants for old-age assist-
ance to the present level of benefits; and (3) shift gradually the old-age assistance
entirely to the States for those who cannot he covered adequately under the in-
stared plan. If tile proposals in I1. It. 6000 to increase further the Federal Gov-
ernment's share of the cost. are adopted, there will be an even greater incentive for
the States to relax their eligibility rules.

Another method of checking tie growth of the old-age assistance program would
be to )av mo Federal grants-in-aid to persons newly qualifying for benefits under
the old-age instraance program. 'rihe States would, of course, remain free to sup-
pleanent the Federal insurance benefits on a trtae needs basis if they desired.

OLD-AGE AND SURVIVORSjP INSURANCE

I agree with the conclusions of your Advisory Couttcil that the present plan has
three major deficiencies: (1) many workers are not now covered; (2) the benefits
are inadequate: (3) eligibility requirements for many older workers are too re-
strictive. Of lte 22 recommnendations made by the Advisory Cotincil to correct
these deficiencies in the insurance plan, wve were unanianous it; respect to 20. We
differed only in regard to the tax base and the method of taxing nonprofit organi-
zations.

If tile insurance system Is not strengthened soon, there is a grave risk that the
Ilan will come into disrepute and be abandoned for either the old-age assistance or
the free pension method. It is therefore very important that action be taken by
this Congress to Improve the Insurance plan. " I

The proposals in 1i. It. i000 are intended to correct these deficiencies. The
Ways and Means Committee, ia its studv, gave consideration to the findings of
your Advisory Council as well as the Calhoun study made for their committee
some years ago. In some respects tle provisions conform with the recommenda-
tions of the Council ba itt other respects they do not.

EXTENSION OF COVERAOE

The several Advisory Counetis which have studied this matter have recom-
mended that the contributory insurance ila should be extended to cover all gain-
fully employed as soon as it was feasible from an administrative point of view.
Universal coverage was contemplated in the original discussions. The sound
principles underlying the plan woultl apply to one group as well as to others. As
time Council stated, "'rho character of one's occupation should not force one to rely
for basic protection on public assistance rather than insurance."

Inequities result front the fact that abotit 40 i)ercent, of employed persons are
not covered under the system. Many workers shift, back and forth between
covered and uncovered employment. For instance, many workers in the excluded
groups have accumulated some credits under tile system because of employment
in covered occupations, especially (hiring time war, and yet they have not beei in
the system long enough to becoine eligible for benefits. Others who have com-
pletei only minimum requirements will receive benefits out of proportion to their
contributions. It. is for this reason that under universal coverage the cost, as a
percentage of pay roll, would be les than tinder the present, plan of limited
coverage.

There has been very little disagreement with the principle of extending the
coverage, but the question has been whether a practical method of administration
could be devised. Both the Federal Security Agency and the Treasury Depart-
ment officials now feel that feasible plans have been developed. These plans
were described in detail to the Advisory Council and they seemed feasible to Its.
We therefore felt that the plans should now be extended to cover most of these
in the uncovered groups. '

I recall that during the discussion of the original bill, in 1935, many predicted
that it would not be feasible to collect contributions and maintain 'records for
tile many millions who would be covered under this system, especially the employ-
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ees of small companies. Yet the administrative problems were satisfactorily met
and the plan is now being administered on an efficient and comparatively low
cost basis. Very little criticism has been heard in recent years of the adminis-
tration of the plan. I doubt if it would be a& difficult now to extend the existing
plan to other groups as it was to initiate the plan originally. Admittedly there
aro some serious problems, particularly for the self-employed and the casual farm
labor, but I feel that they can be solved once the job is tackled.

Under I. R. 6005 the coverage would be extended to approximately 11,000,000
of the 25,000,000 workers not now covered. In general the House bill provides
for extending the coverage to the nonfarm, self-employed persons (other than
certain professional men, such as doctors and lawyers); some household workers;
employees of nonprofit organizations, other than ministers and members of reli-
gious orders; agricultural processing workers off the farm; Federal employees not
covered under existing retirement systems; employees of State and local govern-
ments If the State enters into voluntary agreement with the Federal Security
Agency.

The Advisory Council recommended coverage including all of these groups.
It also recommended that coverage should be extended to include farmers and
all other self-employed groups, agricultural workers, and household workers on
a broader basis.

It is also felt that basic protection provided under the insurance plan should
be extended to the Federal civilian employees and railroad employees., both of
which groups have separate plans. We would not propose that employees cov-
ered under these plans lose any of their present benefits, but rather that they
would be given basic protection under the general plan and that their plans would
be adjusted to supplement the o-age insurance plan. The combined protection
of both programs would be at least. equivalent to that of the present plan. Such
an adjustment was made in thousands of private plans when the original Federal
plan was inaugurated. This change is particularly necessary for the short-service
employees who benefit vury little from the preseu plan-thi, is a :uhistanzial
group. As general policy, there is no sound reason for the Government's oper-
ating special plans for any group. All should come under the basic plan and
then those who shift from one occupation to another will not be penalized.

The House bill would extend coverage to employees in the Virgin Islands and
if requested by the legislature to those in Puerto Rico. Beacuse of the low level
of earnings and special conditions in these islands, It would seem preferable to
establish a commission to determine the kind of protection appropriate for those
possessions.

The bill contains a now definition of "employee" which may lead to many
complications. Most of the new persons intended to be covered might better
be considered as self-employed. In any event, this section requires careful
study.

If the Federal Security Agency feels that more time is required to work out
the administrative procedure for covering some of these groups, such as farm
workers, the effective date of coverage could be postponed.

TAX BASE

The bill proposes that the tax base be Increased from the first $3,000 to the first
$3,600 and that the benefit formula be applied accordingly. The Council recom-
mended that the base be Increased to $4,200, although a minority favored retention
of the present formula. The feeling of several of us was that the objective of giving
basie protection could be provided within the present tax base and that It is not
desirable in a social-insurance plan to pay substantial benefits to those in the upper
salary levels. Raising the base would not increase the benefits to those below
$8,000 but only to thoee In the upper salary range who are better ably to provide
their own protection. Those above $3,00, who would retire in the early years,
would receive a substantial windfall as they would have contributed very little
toward the cost of the increased benefits.
The $3,000 base is uniform throughout the Federal-State unemployment com-

pensation system. It is also wised in several State temporary disability benefit
lawe. Voluntary eupplementary pension plans are ge nerally integrated with the
present $8 000 wage base of the OA I, A change in the wage base of the insurance
plan would create admini..tratlve difficulties with all these plans.

BENEFIT' iFRMULA

While the present plan provided adequate benefits when the amendments were
adopted in 139, the benefits are now out of line with current wages and cost of
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living. This situation is caused by the present formula which provides benefits
of 40 percent of the first $50 of monthly wage and 10 percent of the next $200.
Because of the low credits for earnings over $50, the present formula does not
reflect the increase in wages since the war. The average primary benefit to a re-
tired worker has increased from $22.60 in December 1940 to $25.89 in September
1949, or 44 percent. The old-age assistance average monthly payment, in com-
parison, has more than doubled from $20.26 in 1940 to $44.46 in September 1949.
Thus, while old-age-assistance payments have increased more than the cost of
living, there has been comparatively little change in benefits under the old-age
insurance plan.

The present benefits are unrealistic and in many cases persons who are receiving
benefits must also obtain old-age assistance. To provide more adequate benefits,
the Council recommended that the formula be changed so that the benefit would be
50 percent of the first $75 of an individual's average monthly wage plus 15 percent
of the next $275, but with no increment for length of service. H. ik. 6000 provides
a formula of 50 percent of the first $100 of monthly wage, plus 10 percent of the
next $200. with an annual increment of one-half ot 1 percent. The Council felt
the. the formula. it proposed would provide adequate benefits to present and future
beneficiaries and it was unwise and unneessary to commit the system to automatic
increase in the future.

The proposed formula would result in a substantial increase in benefits with the
greatest percentage of increase for those in the lower income groups. With only
a benefit of 10 percent of wages above $100 a month, however, it does not provide
as great a differential between the higher and lower earnings as the Advisory
Council's recommendations. Such a low differential might lead to criticism by
workers above the lowest wage groups.

As a compromise formula between the House bill and the recommendations of
the Advisory Council, I would suggest that consideration be given to providing
50 percent of the first $100 of monthly wages as in H1. R. 6000, and 15 percent of
the next $150, with no increment factor.

The following table shows the benefits at different wage levels for the present
Ilan. H. R. 6000, and the above proposal, assuming the person has been covered

Por 12 years:

Aym Present IT H. MW~ 'Monthly t H.R.pa 000 pl

Single man ................ .......................... $19 $t 5 4.00 00 $57.50
200 39.001 641.00 6t.00

300 45.00 74.00 72.8Maried man with wife over M ........................ 1 81.00 87.00 8.2
200 58.60 9.00 97.80
21 67.5D 103.69 108.75
300 67.60 111.00 108.78

Under It. I. 6000 the benefits would increase one-half percent for each year of
coverage but. would remain the same under the proposed plan.. Either proposal would provide realistic benefits in line with current living costs
and would seem high enough to prevent dependency and thus adequate for a
Government plan.

ELIGIBILITY REQUIREMENT

Under the provisions of H. R. 6000, the large number of older workers newly
covered under the bill would have to contribute for at least 5 years before they
would qualify for old-age benefits, and many woulh not work that long. Thus
many of those now aged 60 or over would still have to depend on old-ago assistance.

Thie Advisory Council recommended more liberal eligibility rules. It sug-
gested that for the newly covered we use the same formula which was used when

-he system originally began operation in 1039. In effect this would mean that all
workers who will have attained age 62 before the middle of, say, 1951 would be
insured with a minimum of six quarters of coverage. While these workers and
their employers would have contributed little toward the cost of their pensions,
it is no fault of theirs that they were not previously covered, and It not eligible
for insurance benefits many of them would probably receive assistance grants.
I It is customary in private pensioneplans to provide benefits for the workers
close to retirement age, even though they havo contributed very little toward
the cost.
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I would, therefore, recommend more liberal eligibility rules for those now close
to retirement age.

iETIH CEMENT T'ET (WORK CMAITE)

The Advisory Council felt that the present retirement test, under which a per-
son who earns $15 or more a month is ineligible for retirement benefits is too
severe. AN ith a broadened coverage, this restriction would become much more
serious because there would be less opportunity for work in noncovered employ-
ment. In my opinion the change recommended by the Advisory Council is
better than that, provided in 11. It. 6000. The bill provides that a person would
become ineligible if he makes over $50. This would be rather severe and wold
result in loss of the entire benefit if the earnings even slightly exceed $50. The
Council recommended that his benefits be reduced by the amount received in
covered employment in excess of $35 a month; the same provision could be made
if this allowance were increased to $50.

The Council also recommended that, there be no work test for insured workers
aged 70 or over; this provision would be particularly desirable if the self-enployod
are included in the system. The House bill provi(dls for no work test after age'75.

FINANCINO

11. R. 6000 provides that the tax rate be increased from 1% percent each on
employee and employer, which rate became effective .anuary 1, 1950, to 2 percent
cacti on January 1, 1951. The bill also has a schedule providing further periodic
increases until the rate of 3!j percent on each is reached in 1970. The \Vavs and
Means Committee contemplated that under this schedule the plan vould he
practically self-supporting-i. e., receipts from pay-roll taxes plus the interest
on the ",erve fund would be sufficient to finance tie plan so that there would be
no nee4 to draw on general revenues now or at any time in the future. Under
this program the reserve fund wa'ild reach about $75,000.000,000 if the inter-
mediate (average between high avvl low) estimates of the actuaries are used.

The members of the Advisory Council were agreed that. it would be well to
have the contribution rates increased to 114 percent each at the time the benefits
were liberalized. If the benefits are increased soon this increase in tax rate on
January I, 1950, would be considered as in line with the Council's recomnmenda-
tions. The next increase in contribution rate, the 2 percent. on the ciployce and
2 percent on the employer, the Council felt should be postponed until tlt collec-
tions plus Interest on the invested funds, are. insufficient to meet the current
benefit payments and administrative costs.

Financing an over-all Government plan is different from financing a private plan.
A private plan should be financed so that the liability when due could be paid front
funds in hand; otherwise the employees would not be protected-provision has
to be made both for the liability accrued at. the time the plan is put into operation
and for future liability. On the other hand, the Government does not. have to
set up a reserve fund'to ,tteet the accrued liability, and with its taxing power it
does not necessarily have to have the funds in hand to meet the liability when due.

Under the contributory insurance plan the collections by the Goveinntent dur-
ing the early years were bound to exceed pension pavnents because comparatively
few draw benefits during the early years. It. would not be feasible to start out a
Government plan on a strictly pay-as-you-go basis because of the low contribl-
tion rate which would be required-a rate as low as, say, one-tenth of I percent
and with a change in the rate each year. Such a low rate would also give the
impression that benefits could be greatly Increased without much cost., with the
resulting high future costs.

The fund since 1939 has grown faster than anticipated due to the sharp Increase
in pay rolls during the war and lower benefits paid because of the higher propor-
tion of older persons remaining in employment. Although the contribution rate
was not increased front the beginning until this year, the fund has grown to about
$12,000,000,000. Based upon present benefits, the excess collections in 1950 are
estimated at $1,900,000.000. Even if the benefits were changed to take effect
the lst of July, the excess collections would probably exceed $1,600,000,000.

With the increased benefits, the collections at the present tax rate will continue
well in excess of the benefits during the next few years. The actuaries estiniats
that with the 14 percent rate, the benefits plus administrative expenses will not
equal the collections plus interest until about 1957. According to the Council's
plan the rates would not be increased to 2 percent until that year and the 2 percent
rate would be maintained until the disbursements again approach the receipts.
The Council made no recommendation as to how the additional cost would be
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finpmced front that time on---which would be In the early sixties-whether by
further increase in pay-roll taxes or by other methods. It would depend oil the
conditions at, that time, and on whether universal coverage had been obtained
in the meanti e.

Thii plan. which is a modified pay-as-you-go plan, would seen to be tile logical
method of financing. The reserve would build up to between 20 and 25 billion
dollars during the next. 10 or 12 years and that reserve could be maintained as a
contingency reserve.

There are strong arguments against putting the Government plan on a full
reserve basis a, contemplated under the louse bill. With a rapidly increasing
reserve fund and with the increases in taxes contemplated, it would be difficult to
prevent a further substantial increase in benefits. Such an increase would lead
to much higher cost in the future. The large excess annual collections, together
with tile large balance in the reserve fund, would also undoubtedly have an in-
direct, effect. toward increasing appropriations for other purposes.

It is advisable to keep in the bill a schedule of future tax changes so that it
will be known that the system requires substantial increase.. in taxes in the future.
I would, however, recontuend that. tile proposed tax increase to 2 percent be
postponed to at least January 1, 1955.

TOTAl, AND PEaRMANENT DISABILITY BENEFITS

The bill also provides for the paynwt of benefits for total and permanent, dis-
ability to extend during the disability. There are hardship cases caused by lung-
term disability. The payment of benefits for such (lisabilitv is extremely difficult
to administer, however, because of the difficulty of (etermination, and the cost
cannot be forecast with any degree of accuracy. As a result of these difficulties,
private insurance companies abandoned such insurance some years ago. For
these reasons there is doubt of the feasibility of attempting to cover this risk by
social insurance. In view of tile additional administrative burdens which tWe
Social Security Agency will assume with the proposed extension of coverage, it
would seem prudent to postpone action on total and permanent disability.

If action is to Ie taken. however, I would rvecomnend that th6 total and
permanent disability benefits be added to the insurance program, that, eligibility
he restricted to those between 55 and 65 years of age, and that objective tests
be applied to determine the disability, as recommended by the Advisory Council.

PRIVATE PENSION PLANS

There are now over 12.000 individual company pension plans covering between
four and five million persons. Most of these have been adopted since tile enact-
ment of the social-security law in 1935 and are integrated with it. In tile great
majority of these plans, tlo sharp increase iii wages and cost of living have had
the same effect as on the (lovernnent plan and the benefits are now out of line
with current wages and living costs. The proposed improvement in benefits
under OASl will go a long vay to correct, this situation for workers with annual
income below $3,000. Except for seal recently adopted, most company plans
provide definite benefits in addition to social-security benefits and in most cases
the workers will receive the full increase in the Governnent benefits.

With tile recent widespread discussion of private pension plans, the question
naturally arises as to the respective fields of the Government plait and voluntary
plans.

Most students are agreed that a governmental plan Is necessary to provide the
basic economic protection for the aged and that all the gainfully ;mploved should
be included in it. This protection should be sufficient to prevent dependency
but opinions naturally vary as to the exact level.

As stated above, the increase in benefits as provided in 11. It. 000 would seem
to be adequate for the Govermnent plan.

Aged persons do not need so large an income after retirement to maintain
their standard-the children are grown and the home generally paid for, and
other expenses can be reduced. Those who have had considerable experience
with pension plans feel that for tile workers In the lower wage groups a combined
annuity from tile Governnnt and private plans of about 50 percent of pay is
about right. For the middle group a rate of around 45 percent would be adequate,
with lower percentages for the higher salary groups. There woulu thus still bK
strong Incentive for the Individual to practice thrift during his working lifetime
so that he can live after retirement without too much of a drop In his "ole of
living.
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The following table represents the percentage which the benefits would represent
of the average monthly wage in the case of a single man and a man with wife
over 65 under H. R. 6000, assuming 12 years' coverage:

Benefits as percentage of average wage

(Assuming 12 years' coverage)

Married
Average monthly wage Single man man withwife over

65

Percent Percent
$100 ......................................................................... 5s 75
$110 ............................................................................. 39 58
$2 ............................................................................ 32 48
$250 ............. .----------- ----------------------- -------------------- .2 41

This plan would go a long way toward meeting the pension problem of companies
located in some sections of the country and in small cities and towns where living
costs are lower. Companies in these sections might find it necessary to have a
supplementary plan only for those in the salaried groups. In large industrial
centers, however, supplementary benefits for the higher paid worker will also be
necessary.

Some people are suggesting that benefits under the Government plan should be
high enough to make it unnecessary for companies even in industrial centers to
have a supplementary plan. Such action would be a departure from the basic
principle underlying the Government plan, which is to provide only minimum
protection to prevent dependency. This should be tle extent of the Government's
obligation. Once the Goveroment attempts to provide income above this level,
we would be establishing a new principle which could lead to guaranteed income
for other groups in the community and eventually to a planned economy. It is
Interesting to know that the Socialists of Great Britain do not favor going this far.
Their plan at present provides a maximum benefit for the worker, whose wife is 60,
of 42 shillings a week, which represents about 35 percent of the average monthly
wage of factory workers in England.

Some are also concerned that the spread of supplementary plans will result in
an uneven pattern for pensions, with some workers being better off than others.
But these people forget that a uniformity of benefits or wages is not an essential of
our system. The needs vary widely with type of industry and location. As long
as there Is a basic protection, little harm and probably good would result from
varibtlon between companies and industries. We have always had such variation
In the past.

Others are concerned about the investment of the reserves which would be
accumulated if supplementary private plans were adopted on a wide scale. It
should be realized gat if the OASI is improved along th lines of H. R. 6000, the
greater part of the pension load of the country will be assumed under the Govern-
ment plan.

Even with the rapid growth in supplementary plans it will probably be some
years before the annual accumulation of reserves tinder them will equal the current
accumulation under the Government plan. When reserves under private plans
later reach larger proportions, the Government plan might then be on a more
nearly pay-as.you-go basis and the combined funds available for investment
annually might not be so much more than they are now.

The important consideration In connection with supplementary pension plans
is that early action be taken by the Congress to improve the insurance plan.
Companies will then know what baslo protection will be provided by the Govern-
ment plan and can plan their programs to provide definite benefits as a supple-
ment. We would thus be In good position to make sound progress in meeting
this pension problem. I

TAX INCENTIVES FOR PRIVATE PLANS

Payn ,rnta by employers for pension plans are deductible for tax purposes under
rules lal,. down by the Treasury Departnment. Employee contributions, however,
are not tax-deductible Items. Encouragement would be given to adoption of
voluntary contributory plans if employee payments under established plans and
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within prescribed limits were deductible for income-tax purposes in the year in)
which payments were made. It is recommended that your committee give con-
sideration to such an amendment.

JOINT-ANn-SURVIVOR ANNUITIES

Another serious tax problem has arisen because of the recent ruling by tile
Bureau of Internal Revenue which requires that the capital value of an annuity
payable to a second person under a joint-and survivor form of annuity must be
Created as part of the estate of the deceased annuitant for estate-tax purposes.
This ruling greatly discourages the use of this type of annuity and tends to de-
prive tile survivors of protection which might otherwise be given. It is suggested
that consideration be given by your committee to a revision of the tax law to
correct this situation.

CONCLUSION

To summarize, it is important that action be taken by this Congress to liberalize
and extend the federal old-age and survivors insurance plan. I would recomi-
mend:

I. That the following changes be made in H. R. 6000 provisions relating to
old-age and survivors insurance:

(1) That the plan be extended to all noncovered groups of gainfully employed
to the greatest extent feasible;

(2) That the eligibility provisions be liberalized so that more workers close to
retirement age will receive benefits;

(3) That the base for taxes and benefits be maintained at the present level-
$3,000-instead of being increased to $3,600;

(4) That the benefit formula which in the House bill provides a monthly bene-
fit of 50 percent. of the first $100 of average monthly wage and 10 percent of the
next $200, with an annual increment of one-half of 1 percent, be changed to pro-
vide a benefit of 50 percent of the first $100 of average monthly wage, and 15
percent of the next $150, with no annual increment; ,

(5) That the work test be changed to permit earnings up to $50 a month without
loss of benefits and that the benefit be reduced by earnings in excess of $50; also
that no work test be required after age 70;

(6) That the effective date of the tax increase to 2 percent on each employer
and employee be postponed from January 1, 1951, to January 1, 1955.

II. That no increase be made in the formula for Federal grants-in-aid to States
under the o!d-age assistance plan and that consideration be given to methods for
gradual reduction of such grants.

III. That if action is taken in connection with total and permanent disability
insurance it be handled in connection with the insurance plan, that it be limited
to persons totally and permanently disabled between ages of 55 and 65, and that
stricter tests be applied to determine the disability than provided in the House
bill.

IV. That changes in the income tax law be made to permit employees' con-
tributions under established pension plans to be deductible for income-tax
purposes.

V. That the tax law relating to joint-and-survivor annuities be changed so that
they will not be subject to estate taxes.

Senator KERR. Mr. Edgar G. Brown of the National Negro Council?
Is Mr. Brown here?

Dr. Marjorie Shearon, editor, American Medicine and the Political
Scene.

Dr. SHEARON. It is so late in the morning that I would barely get
started, and I wonder if I could go oVer until tomorrow, perhaps?

Senator KERn. I am not aware of or familiar with what has been
set for tomorrow, but my judgment is that those who are losing their
place today would not "have assurance of a place tomorrow. It is
or purpose to hear all of the witnesses today who are set for testimony
today.

Dr. SiEARON. Are you continuing after 12?
Senator KERR. Yes; we are.
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STATEMENT OF MARJORIE SHEARON, PH. D., EDITOR AND
LEGISLATIVE CONSULTANT, WASHINGTON, D. C.

Dr. SHEARON. I see. Very well.
My name is Marjorie Shearon. I am appearing in the public

interest to oppose 11. It. 6000 in its entirety. I am an expert in social
security, having spent 9 years in the Federal Security Agency, 5 in
the Bureau of Research and Statistics, 4 in the United States Public
Health Service. From 1945 to 1947 I was a Senate consultant on
health and social security and in 1947 was health consultant to the
Senate Committe6 on Labor and Public Welfare.

In 1937 I wrote the economic brief, Economic Insecurity in Old
Age, used by Robert Jackson in defending tie Social Security Act
before the Supreme Court.

I would like to show you a copy of this volume, because it. contains
mere information on insecurity in ol age than any other document
that has ever been published.

Senator KEnlt. All right, Doctor.
Dr. SHEARON. I think I am correct in saying that.
It has been said my brief was largely responsible for the favorable

opinion given by the Court when it sustained the four disputed titles
of the act. I have been working in this field for more than 17 years,
at Federal,* State and local levels, and have l)ublished extensively.
Presently I am the editor of the weekly paper, American Medicine
and the Political Scene. I speak as an ind eponlent, not being in the
pay of any organization and not representing any group. In other
words, I am an expert, and I hope that my knowledge wi I11) of some
value to the committee.

THE PROMISE AND THE FAILURE OF SOCIAL SECURITY

In 1935 when the Social Security Act was passed, many people
felt it would ultimately bring about the end of destitution. I myself
was greatly impressed with the seeming possibilities of the plan. We
were still in the depths of a great depression. The claims for social
insurance were appealing. For many years I worked on the assist-
ance programsI old-age insurance, amid compulsory health insurance.
But the Inoro I studied the philosophy and history of social insurance
and the more I saw of the operation of the l)rogranis, the more con-
vinced (lid I become that they could not bo made to work. It takes a
long time to see through the Social Security Act. The law is technical
an( complicated. However, whether or not one can follow the
intricacies of the law there is no doubt that the promise of social
security has not been, and cannot be, fulfilled. The act has failed
of its many purposes. Commissioner Altmeyer, himself, claimed only
one achievement for the law. He said the almshouse had been
abolished. Unfortunately, lie has no proof for tha. statement and I
many will question his right to makd the claim. So far as I know
the only census of almshouse populations was made in 1923, which
was 12 years before the act was passed.'

You may recall that back in 1935 when the WPA was being liqui-
dated Harry Hopkins said the Federal Government was going out of
the relief business. But the Government has failed to do so. It has
simply changed the names of the variotis types of public aid. In 1932
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the Federal Government spent a little over $4,000,000 on social
welfare. Three years later it spent $2,000,000,000. The country
was then in the deptlis of a depression. We thought of the expendh-
tures as a temporary expedient. But now, 15 years later, luring
years of great national prosperity, years when national income is high
and unemployment low, th Federal Government is spending -lose
to $10,000,000,000 a year on health and welfare services. This is
about four times as much as was spent in each of the depressions years
of 1934, 1935, and 1936, and 2,500 times as much as was spent in
1932.' In 18 years the Federal Govermnent has increased its expend-
itures 2,500 lilaes.

The Social Security Board in 1936 took over most of the jobs being
done by the WI'A, IH1RA, and other Federal welfare agencies in the
early 1930's. However, had it not been for that act which crystallized
anld mnado perlmnancivt it vast system of Federal public aid, we might
reasonably have expected ti demand for such aid to subside as
unemployment receded and national income rose. But the Social
Security Act saddled the country with a more all-embracing system
of public charity than we had in the depression. Now for 15 years
we have seen increasing numbers of people looking to governmental
agencies for support. Public charity of one form or another is being
accel)ted as it way of life by millions of our people. Many benefits
are now being given under programs labeled "social insurance."
This is it dishonest apl)ellation because, as the British pointed out
many years ago, social insurance is neither social nor insurance.
,Under these programs certain favored persons, through paynot of a
token tax, receive Ieiefits for which they have not paid. It is just
as much charity as it is when a person visits a charity clinic and pays
25 cents for medical care costing $10.

An artificial distinction has been drawn between social insurance and
social assistance. The former is supposed to be due to certain workers
and their (npendents as a "right"; social assistance, on the other hand,
is given to other persons and their dependents as pauper's aid. In
reality there is small choice between the two since both forms of cash

payments are made from tax funds. The recipient, of social insurance
enefits is in a privileged class. By paying the token tax-and sono-

times not even that-ho becomes '1entiled" to certain benefits which,
in the main, are paid for by the whole of society. His next door
neighbor, less favored, may receive benefits also paid for by the whole
of society, yet he may be compelled to submit to a means test.

The point I would make is that the various public aid programs
which now cost the people of this country about $1 billion a month,
from Federal, State, and local funds, are all similar in character.
Some are financed from general revenues and are bestowed with or
without a means test. Others are financed in part from general
revenues, in part from social-security taxes. They are bestowed with-
out a means test and are called social-insurance benefits. However,
they are simply tax-supported benefits for favored segments of the
population. They are not self-supporting; they are not insurance;
they are a species of public charity.

The job which the Social Security Act was supposed to have done
and failed to do was to find some way of providing for those individuals
in the population who are unable t6 provide for themselves-namely,
I Tb oe al Sectrlty Almanac, National Industrial ConferenceBoerd. 1049, pp. 10-13.
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neglected and dependent children, the needy aged, sone of tiho blind
some of those who are otherwise permntinently and totally disabled, and
the chronically ill who are needy. rhest several groups comprise
roughly 10 percent of the l)olulai on at, present.. ''l heso pepoe con-
stituto the hard core of deptdenv. As Sir William lleveridgo
pointed out,, we have them wili us ilwHys, in good lines aid bad.
The number shrinks during periods of high eiiplylnelit. 11(d increases
when job opportunities decline. The tire it tiore or less (onstant.
charge oin society and must be suplirt-ed blv fimilY and friends or by
the taxlpWers to the extent their own savings tire inadequate.

Our legislative und administrative (llis witi tlh Social
Security Act lhve arisen htrgelv from t- l that the act stIs up two
comlpet'ig methods for te klhdig dependecy: social assistln'ie 1ld
social insurance. 'I'liIihivtt'isita 'ruel liotix. *Workers tit'( iot litiyittg
insurance; they are not paying premium tlue. artIhe )Iiyi tin otilrdiiry
income tax.2 And I cite'theere i teicft'leti t he Sitplile Cout
brief for the petitionetrs, in JkIherinlg Pemts Dais, the brief prepared
in the l)epartmet of histico, in wltieh the tngunient was itnd over
and over again, in defending the act before the Sttpreme Court, tht
these were taxes. Well, if they were taxes in 1937 to win the ('lies
heforeo the Supreme Court, tley tare taxes- today, and t hey htve not,
become anvtl ing else.

Senator MILLIKIN. It was suggested at the ti1e that to (t11 thell
taxes was the only way that the thing could le (10110 constitutionally;
therefore they were called taxes, and the argument was bas'd on the
premise of taxes, just as we call niany streams navigable which ill ftct
would not float a toothp ick.

Dr. SIKEAnoN. 'that is correct. But at any rate, it, was tle arghu-
ment, it was the thing that was used by Nr. Jckson. Tho claim
was made over and over again that they were taxes, its the only way
to get the thing through and uphold the validity. If they were tlxes
then, they are still taxes. Ihey have not become insurance pireniuns
or any other fancy name to sell an idea to the public, and also to
Congress, perhaps.

Ti workers of this country do not have it contractual agreement
that for such and such a prentiuni they will Ie entitled to it certaitl
annuity at ago 05. The workers of thi' country think they are pay-
ing for old-age annuities which will beeome Iayable at, age 65. In
reality they will not get anything unless they stop work, and unless
they have had a specified number of years in covered emloyiient..
What they will get, if they got it, is a small wage-loss retirement
annuity which will come to tlem as a gift from the Government, that
is, from other taxpayers. 'These facts should be explained to the
people so that we may have an end to all this talk about "benefits as

'he fact to be borne in mind is that millions of workers are destined
to be fooled. Even now they are being cheated right and left, while
the Government pockets the taxes wkt iout either paying benefits or
returning what the individual has paid in. Thus a woman may work
for 8 or 9 years before marriage and'may never again return to the
labor market, At age 05, if her husband has qualified under OASI
sho' will be insured by virtue of her tqerriod status ani will be entitled
to the fraction I benefits accruing b her as wife or widow of an in-

11 s'Courtl I ha State s A181, 4hlrynIi v , D e, brief for petitioners, 910, p. 40. 10.
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sured worker. However, she would Illv been entitled to those belle-
fitS even had she paid no taxes herself. She has thus been cheated
out of 8 or 9 years' taxes for which she receives nothing at, all. In
the i aggregate , the Gowrnment save large sun1s by tho scheme. I
leave it to you to decide what, mltit e to apply to that sort of sharp
practice.

I wish to call to your attention still another fori of saving which
Federal ollicials have in mind. There are now 3.5 million persolls 115
and over who aro cutith,d to be fits. Of this number 1.5 million
have not, applied for OASI benefits, presuimlly IecllUs they do not
know their rights or art, still working. l)uriiig the next 150 years
millions of workers will he cheated in Iius way. They will pay taxes
for years but, ever collect anything. h'liks is part of the F4ederal
pl t I not an accident. The council of Economic Advimrs to the
Prcsident., in discussing this natter, states:

Tht. foliowilg tablh' illllhirates, for thu itxt qtlrtr century, iti protlihg growth
of il, total agcd lopllai at aittad of tle n111ilt ,ri eligible for and receiving ret irc-
liltii't I ts miiit tlti tr pro ,' ,svd lglihItion.

I will give you a copy of this table. I did not have it, incorporated
in tle text. khat i1 from the report of the President, the Economic
Report of the President, transmitted to the Coigr1ss ,January (1, 19 0.

May I have that inserted in the record?
Senator KF:um. You may.
(The table referred to follows:)

l"'stirmind proportion of Ihe agrd population clipille for oad receiving old.ape imsur-
anco benrfils, 195 V-75 1

PIIotitltOi age 113 ,'q ors and over

FlIgblh, for hienflis
ipnill rletwll lt of letirtA nlid rrlvins |witrlts

Yea'lr 011l'ler

(illlhiui) ........... ... ______

Numbr lrrmit of Nuiir prmit of Permillt of
tol N u t ul r total AImit total
l10lU atlol ns liolmhlltl[ol| cllRll1l

1950 ........................ M. 3.3 W01 2.0 17 A7
I 9M..................... i2. 0.9 si 4. I 32 69
I91,0 ............... ... .. 14.4 9.1 612 &9 41 116
110%....... ................ 18. 11.1 T 7.7 4 69
I07 .................. 17,2 i1.0 71 .t m 73
1 78 ........................ 1.7 14. to) 1 112 (1 78

I Soiirrc: The Hoitomlo Iteiort of li11 reslont, Jan. 6. 1950. p. 122, from lSA, ldl Security
Aditltltst3lon.

Dr. SnMARoN (reading):
''he eitiit are Iansed on our belief that. tinity aged imlihidual will not. retire

volilltarily In1 al ecoiwtyli with Ihinditt job opportmiltoh. Accordingly, tile
itmnher o Indlvhltials recelvIng hteiitts Is estimated to bo well below We. iinber
cligibhu 1111der tito inmlrfitnoo systeill.3

Just. what does this Ieal to the old folks? It Ifeans tho law has
been so written that 1.5 million persons 615 and over, or 43 percent of
all who are now eligible for OASI benefits are not colleetitg them.
To that extent the Government is profiting. Five years hence, .c-
cording to the governmentt planner, there will be nearly 3 million

V Tho Itonoilo Report of tho liresldent, transmitted to the Couleso Jan. 1, 190. p. Il.
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persons 65 and over who will have paid their social-security taxes
and will be eligible for benefits, but who will not apply. Vwenty-
five years from now 25 percent of the eligible aged wil probably not
be receiving any cash benefits and 40 percent of all the aged will not
be retired and will not be receiving benefits. If 25 years front now
two-fifths of the aedt are still going to be without old-age insurance,
what possible justification can be found for perpetuating the system?
Furthermore, if a man pays social-security taxes for 40 years is he or
is he not entitled to something for his money?

The Social Security Act has not accomplished any of its major
purposes. Mr. Altmeyer himself has admitted that. It has not rid
the country of destitution. It has not resulted in better labor-
management relationships. There is certainly a greater feeling of
insecurity among mature anl aged workers than there lis ever ben.
To be sure, a few have retired oi lush OASI benefits for wliich they
did not pay. They are receiving a (tole under another na.ie--social
insurance. Thius, after 15 years Qf SociailSecutrity we fii(I the (oiliti'y
groaning under n increasIng tax loadl for public aid. We find( the
trust fund $7,000,000,000 in the red. Employers, bedeviled to set~ up1
welfare funds, are urging more and larger benefits with a view to
getting organized labor off their necks. No one is satisfied.

Under the present multiple system of public-aid prograins there is no
way to get around the anomalies and inequities of the act. Millions
now o1 or approaching ol( age would aot be held we tle Govern-
ment to bring additional groups under the insurance system. Mil-
lions still would not be provided for either now or 25 years hence.
H. R. 6000 does not now and never will provide old-age insurance for
the great bulk of the aged. Millions will continue to fall between
programs as bureaucratic and legislative casualties. If all taxpayers
must pay for the benefits, then all taxpayers should share in the
benefits on some consistent basis. If the Government insists on
getting into this field of old-age annuities-and I sincerely wish it
woul stay out-then at least the plan should be universal in sropv.

Current efforts now being made in Congress to patch lip the un-
workable Social Security Act are based, in the main, on statistic-J Rnd
actuarial predictions projected to the year 2000. Obviously such
pre(lictions have no validity. We cannot foi'esee events 50 years
hence any more than we could, in the year 1900, have foreseen the
great depression of the thirties of the calamity of two world wars.
Estimates of cost and coverage which have been presented to you are
weighted on the favorable side. They assume an expanding economy
with rising wages, controlled unemployment, no major depression,
and no wars. If any or all of these factors materialized, the estimates
would collapse. It is, as a matter of fact wholly unreasonable for
the Congress to attempt to legislate for the future. Has the Congress
any right to impose tax burdens on generations yet unborn? No
Congress thus far has been willing t6 ask this generation to pay what
the proposed social-security scheme is costing. Why, then should
tomorrow's children be compelled to 'shoulder larger taxes than this
generation can bear?

IT 18 NOT TOO LATE

The dilemma faced by Congress i a serious one. The longer you
postpofie.comipg. to grips with it 'the worse the situation becomes.
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Patching up the Social Security Act is no final solution. It will still
bankrupt the country. Fortunately, it is not too late to undo the
damage that, has been (lone. Nearly half the working population is
still free of the social-security taxing system. Benefits are still low.
You could repeal the act, or at the very least, titles I and IL an I the
former title VIII, now suhehaipter A of Chapter 9 of the Internal
ltevoeiuin Code. Money thus far paid in in taxes coul be credited to
eml)loyers and elal)loyees. A fresh start could be made. It is better
to admit than lperp't iate a legislative error.

RECOMNM ENDAT IONS

I wish to make the following concrete sugge.tions to this committee:
1. Look indo the philosophy of social scc'urity.-Ylou will find the

scheme was evolved by lismnji'ek f1n(d his 'conolic adviser in tile
188O's. The primary purlIose then, as now, was to tap new sources of
reVlatl. A uial seleieiiI Was proposed: on tie one hand the govern-
ment. was to take over control of banking, conummications, and insur-
ance; on the other, it, was to set up compulsory state insurance to
provide extremely small cash benefits and free medical care for the
very poorest part, of the population. The cash benefits were to cover
part of the \wage loss occasioned by imndustrinl accidents, ol age, sick-

.ss, anidl disability. Ilsmarck's adviser stated that these conlulsorv
laws were designed not only to raise revenues and redistribute wealth
but also to control the personal ex)endituires of the working class
through regulative interference. Since the laws would enable tile
state to exercise suich supervision over the workers, they were termed
''social insurance" laws. In the beginning there was no state subsidy.
Labor and nmnagement footed the bill and the government furnished
the compulsion. The benefits 60 years ago were aptly referred to
Its "small bribes," and the total scheme of state control was called
"the high waternmark of state socialism." That was back in the
nineties, and it was so recognized.

Social insurance \\,as taken ul) by other ministers of finance who
were looking for new sources of revenue. In 1911 both Great Britain
and Russia adopted compulsory health insurance and other parts of
Bismarek's plan. In 1919 the International Labor Organization
was forced as an arna of the League of Nations. We did not join
either organization. Tle 1I1 adopted Bismarck's program as its
own during the ensuing 15 years. Under the directorship of the
leading French Socialist of that time, Albert Thomas, the ILO carried
the gospel of Geneva to all parts of the world, not overlooking the
United States. In 1934, through the activities of' Frances Perkins
anti with the approval of President Roosevelt, the United States
became a member of the 114. In so doing we agreed thenceforth to
make our social legislation conform to the socialist principles laid
down in Geneva. The President immediately appointed the Com-
mittee for Economic Security. Two men were brought over from
Geneva to help draft our Social Security Act. The law as passed in
1935 was something wholly foreign in concept anti philosophy. It
(lid not belong on Anmerican soil. Probably few people at that time,
save the planners who designed it that way, knew aout the socialist
structure of the Social Security Act.
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Before we become any more deeply involved, I think the cominiiittee
might advisedly review the origin of our Social Security Act, look into
its philosophy, and recommend repeal.

2. Investigate the activities of the Internatiowl Labor Organization
am coewsider the desirability ofhaving the United States withdraw fronm
that bryanization.-At present we are definitely committed, as a
member nation to conform our social legislation in the fields of labor,
health, and welfare, to Old World patterns that are entirely out of
keeping with the traditional beliefs of freedom-loving Americans.
TVhe principles unlerlying 11. R. 6000, for instance, were laid down in
Montreal in 1943 during discussions between Commissioner Altmever,
Cradle-to-Grave Sir William Beveridge, .Wilbur Cohen, slid other
social planners. rhe principles they developed were adopted in
1944 at the I I. Conference in Philadelphia and were given the blessing
of President Roosevelt.' I refer to this Ollicial Bulletin of the ILO, in
which these principles were enunciated.

Senator MILIAKIN. For the sake of the record, will you describe the
bulletin accurately?

Dr. SHEARON. it was the Official Bulletin of the I1,, Juno 1, 1944,
volume XXVI, No. 1, and the contents relate to the declaration,
recommendations, and resolutions adopted by the International Labor
Conference at its twenty-sixth session in Philadelphia.

The legislation was tYen (draf ted in tho Social Security Admninistra-
tion, and today, Wi years later, we are discussing adoption of this
socialist-inspired bill. I iight say. I have a tramseript of the co-ver-
sations in 1943 right here, with Sir William Boverilgo and Mr. Alt-
meyer and Mr. Cohet and other members from this Government,
laying (town the principles on a very broad basis for this Socialist
scheme throughout the world, country by country; and after these
discussions in 1943, they had the official meeting in 1944, approved
the recommendations, lind then, we being a member nation, of course,
we have agreed to conform our socia[ legislation to those recom-
mnendations.

Senator MILLIKIN. I believe, Doctor, that it is not quite that rigor-
ous. The Council, the International Conference, has the right to
recommend. We have the right to reject. But there is a certain
pressure to accept the recommendations, since we are leading spirits
in the organization.

Dr. SHEARON. That is right.
Senator MILLIKIN. I mean, technically, we still have our freedom.
Dr. SHEAnON. Technically, you still have, but it is a technicality,

orgetting to be so, more and more. ,
That is perfectly true. The Congress of course has the final word

in saying what legislation shall he passed. But year after year you
,have legislation brought out to you to consider, like this bill 11 R.
6000, which is drafted along the line of the principles laid down
in Geneva.

After the 1943 Montreal moetini, Beveridge pushed hiq plan
through Parliament in Great Britain. It resulted in Socialism. The
same plan, if pushed through in the United States, would likewise
result in Socialism, for fiational compulsory all-embracing social
security is the very heart of Socialism.

40mia llth ILO, To]. V1, No. i, Jwo 1, 10441 Also Doe. 261, U. It., 78th Cons., 2d sew.May 29, W
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3. ake a thorough study of the Social Security Administration.-
Consistent adt oft-repleateil complaints have boon made against this
agency because of maladministration. It would appear the com-
mitteo has a duty to the people to ascertain what foundation there is
for telt) charge that Federal funds have been misused and Federal
laws broken. It has been demonstrated by witnesses beforo lhe
Senate Committee on Labor and Public Welfare that false and mis-
leading research reports and statistics have been given to Congress
by Commissioner Altmneyer and inoeniers of his staff with a view to
influencing hgislation. 'Furthermore, in 1147 a considerable number
of Social Security officials were charged by a sulbeolninittee of the
louse Expnditures Committee with having used Federal funds for
lobbying.6  The FBI investigated the charges anti reported to the
D)(artlineit. of Justice. The case has not yet been prosecuted in the
1, era colts.

Finally, I wish to bring to the attention of the committee a charge
of a serious character which has recently lien reported to tine. 'I'To
source of the information is exceptionally reliable, blut 1 Cannlot reveal
it lest repirisails be instituted by the Social Seciirity Adinistratiion.
rI liq particular infringement of the law occurred in th Bureilu of
Old-Age and Survivor Insitic o during 19149. It involves the plrepia-
ration of data of a confidential nature derived from the wViago records
of inlividuall workers. Tabuilations were preptired for John L,. Lewis
over the tnmotests of the Director of the lhireau of GASI, Oscar C.
Pogge. I ressure was put on him by Cotmmissioner Altiniyor. 'Esti-
iates of the cost of those tabulations range front $180,0010 to $935,000,

with ulofilcial estintittes rolling its high its $50t,0l0.
You will recall that. the Social Security Act. stipulates:
.Sr1c. !101t. No disclosure of any return or portion of a return includingg itfor-

ination returns tid other written statements) filed with the C0onImIIiss oeller of
Internal Iteveiiue uilor title Vill of the 4oeiail Scurity Act or the Federal
Instraneo ('oatirihitions Act or inler regilatiat an t inder autlorifly tliereof
which has heen transmitted to tho Adinitistrator by the ('oniliiissionor of ilteinal
Rtevenite, or of ally file, record, report, or otlier paper, or any infornat ion, oil-
tainled at ally tille 1y the Adninstrator or by nyll) officer or cnployee of the
Federal Security Agecty in tho course of discharging fhe ditties (if the Federal
Security Ageicv, and no lisclosire of any sich file, record, or otlier paper, or
itfornlilIon, olitaited at any tite by any lprson ftoll the Adlinilstrator or

front aiy olicer or employee of tlhe Adnitiisrator, shall he nmado except, as tile
Administration may by reguiltiilons prescribe. Any person who shall violate
any provision of this section shall be deemed guilty of a nisletieali.-ir siid, violin
conviction thereof, shall be finished by a fine not oxceelitng $1,000, or by im-
plsolilnen, tiOt exceling I year, liuiished or both.

Now I call to your attention that the Social Securlity Administra-
tion is trying to have that see. 1100 changed so as to permit the revela-
tion of confidential material from the wage records to anyone who
seeks it. Note the wording of section 1108 (a) (2) as it was inserted
in If. R. 2893, anti carried over into 11. R. 6000:

At the request of any agency, person, or organization, tile Adlulnlstrator is
tlihorized, to the extent consisteit with (llilent adininilstratlon of this act aiit

subject to sutcli conditions or limitations as lie deems neee,.isry, to furnish special
report on the wage and etiploylOlt. records of ildlu'dilals atid to conduct
slicial statistical studies of, anti conille special data with respect to, any matters
related to the irogralIls authorized by this act.
I Hous Report No. 79, 0th cons., tIt sma,., 1047.

60805-0--pt. 2- 25
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If it be true that the confidentiality of wage records has been
violated once, it could be violated again. Any labor boss could gain
undue power over the men in his union and lie could resort to re-
prisals if he so chose. The question here raised is a serious one,
namely, the sacred inviolabilit of the relationship between a citizen
and his Government. If an official can break section 1106 of the social
security law, would it not seem to the members of this committee
we have progressed a long way toward the police state?

I might add that one reason students of social security distrust
social insurance is that it places far too much power in the hands of
Government officials. It offers inducements to officials to indulge
In dictatorial practices.

4. Abandon the costly. wage records system in Baltimore.-The
Government is now paying over $1,000,000 annually to rent IBM
machines to keel) the records in Baltimore. During the fiscal year
1949 wage records were posted to over 50 million accounts. During
the 1948 accounting year nearly 190 million wage items were received.
As of June 24, 1949, there were over 115 million names in the employee
index. Over 2.5 million employers were annoyed with the necessity
of making out quarterly reports. As of June 30, 1949, the number of
accounts which had been established was 93,356,137. As you know,
the Social Security Administration is trying to persuade Congress to
authorize an appropriation of $12,000 000 for a new building to house
twice as many records. How many buildings do you suppose would
be required during the next 50 years if the wage items keep pouring
in at the rate of 190 million a year? In 10 years there would be 19
billion, in 50 years well over 100 billion. And, of course, the number
would be very much larger if we had the entire population covered.
The scheme is utterly fantastic and incredibly expensive.

If the Congress should enact H. R. 6000 into law, the administra-
tive expenses of the Bureau of OASI would double at once from about
$58,000,000 to $108,000,000 or $122,000,000 a year. That difference
in the estimates depends upon whether they have the stamp-tax
plan or a modified income-tax form.

Commissioner Altmeyer predicts smaller administrative costs, but
the Bureau which has to do the job estimates double the present
administrative expenditures.

It would be interesting to find out how many wage items have not
been posted to accounts. Over 20 million items came in in 1948
which could not be, matched by machine matching.

The fiction that benefits are geared to earnings might as well be
dropped, because changing formulae have blurred much of that
relationship. Furthermore, one of the primary purposes of social
insurance is to redistribute wealth. Formulae are weighted so that
those who earn more and pay higher taxes receive relatively smaller
benefits.

If you are going to change those benefit formulae every few years,
as Mr. Folsom/has suggested, you will more and more destroy any
Relationship wtiatsoever between the benefit that a person gets and
what he has earned in wages.

Furthermore, if you leave out the'increment factor, you will then
make an additional lack of gearing between the money earned and the
benefits received.
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In connection with the wage records I would point .out that no
estimate has ever been prepared of the true administrative costs of a
program like OASI. The Nation, as a whole, has had t.) pay for the
cost of rec-ird keeping by over 2,000,000 employers. This task falls
with especial weight on small employers who frequently have to hire
extra employees t9 handle time manifold j.)bs imposed by Government
in the operation of the Welfare State. I raise the question whether
the Government has a right to compel millions of people to work for
it without pay as they now do in demanding private aid in the adminis-
tration of these complicated systems.

5. Cease discrimination against women.-The Social Security Act
reflects its Old-World origin in discriminating against women. I do
not know of any cost-of-living study which indicates that. an aged
wife requires only half as much as her aged husband for food, clothes,
and the like. Nor do I knaw of any evidence that a widow can live
on three-fourths the amount her husband required. Furthermore,
the bill proposes to lower the retirement age for women to 60. Women
already have enough difficulty in the labor market in obtaining work
after they are 35 or 40. If the retirement age is lowered to 60, em-
ployers will be even more loath to hire a middle-aged wnan. There
is vet another area of discrimination. Maternity benefits are given
only to women working outside the home. 'The reason for this
particular bit of discrimination is that our legislation has been drafted
to conform to the ILO principle that cash benefits are given for wage
loss nt as a financial aid for a physiological condition such as Umatern-
ity, ol age, sickness, or permanent invalidity.

I might add here that if we should adopt the stamp plan, that would
be another discrimination against women that you might not think
about. I have just returned from a study of socialism in action in
Great Britain, and I asked the wife of a physician if she would show
me what she had to do each week for the Government. And she
brought out an enormous folder like this [indicating), full of regula-
tions, ledger cards, stamp cards, and so forth, that she had to prepare
each week for the Government.

I said, "Well, that takes a lot of your time, doesn't it?"
She said "Oh, indeed it does."
The books were: A stamp book for herself, her husband, her daugh-

ter, the secretary, the gardener, and the housemaid. Then there were
the ledger cards to be kept for the PAYE--pay-as-you-earn-taxes,
which were independent of these stamp books. She had to keep
another bcok which was obtained from the Department of Agricul-
ture, or Ministry of Agriculture, for a ration book for the chickens.

I might say that it may sound rather funny, but in actual practical
realities, the stamp book is an invention of the devil, and women in
this country would so find it. Can you imagine the housewives of
this country, your wives, all the other wives, and all the other women
who ever hire housemaids, having to keep stamp books, or else having
to make out a quarterly report to the Government for income-tax
purposes? How many women in this country know how to make out
income-tax blanks? How many husbands would be bothered to death
by having their wives coming to them and asking them for help in
making out all these forms.

533



SOCIAL SECURITY RlEVISION

Senator Kram. I think it, is a matter of our experience that it is
seldom (lint the American wife, seldom if ever, approaches her husband
in quest of knowledge. [Iaughter.

Dr. SIAIIO.. I mean, as a pract ieal person, you really ought to
look into this stamp book ihing and look into it for a long tiine. They
toll you the Treasury and tie Social Security Administration have
now worked out methods for handling farmersanid the svlf-im'nloved.
there is nothing ne\w about, the stiiip book. It is as old as (,ermalu
social insurance.

6. Abandon the work test as an eligibility requiremnlit.-IThis is
socially undesirable aud economically wasteful. We should en-
courage people to work as lolg as they"poosildy can. With the rapid
increase in the number of the aged wewill lind it. more and moro difli-
cult for the working segment of the population to sul )port this older
groUp. Therefore for economic reasons, if for i ot1ieis, we should
as a matter of national policy encourage very one to worli ilslt ld of
retiring. Part-time jobs should be tiovelol;ed. Tho ' aged will bo
happer and in better health if tho'aro gainfully occupied.

7. The self-employed shild dot be eompeled to enter the sm'ial-se.
curity systen.-It would be a great injustice to tile majority of self-
eml)yed persons to force them to pay heavy taxes. tll their'lives for
benefits that, ii most instances, they would never collect. ,armers,
professional ion, and the owners of small businesses would generally
not wish to stop work at ago 05. A farmer does not wish to sell lit's
farm or to cease operating it simply because Ite roaches apo 65. A
physician does not ordinarily wish to stop) practicing medicine. 'the
man or woman with a small business does not wish to give lp an ocu-
ation whieh is rewarding in niany ways in order to receive a small
government annuity. I think many a self.employed person would

F refer to have his none to invest in his business over the years than
he would to be compelled to pay higher taxes. My husband and I
are self-employed. We do not want anything from the Federal
Government. We just want to be let alone, anm I think that is t Ie
sentiment of millions of other self-employed persons, and l)IerlIaps
others, too, who are not organized atnd who do not. come here as pres-
sure groups. Self-employed groups that are highly organized, such
as fanners and physicians, have protested vehemently that they (10
not wish to be included in the taxing system. That was said in t he
Ways and Means Committee: that the farmers in particular have said
they (lid not wish to be included, and the physicians said the sano
thing. In strange contrast, social workers have ap feared before you
asking that you cover all self-employed persons. What interest do
social workers have in compelling independent groups to submit to
Government control? Why should a social worker want to have mie
covered into this system? I just cannot understand it.

Senator KERR. Maybe she thinks that you are "social."
Dr. SHICARON. I am not a social worker. My training is in

mathematics and-
Senator KERn. Not a social worker, but "social."
Dr. SHMARON. Well, I don't mind that word, except that it has an

a vful connotation.
Senator MIL t.Nr. He smiled When he said that, you know.
Dr. SnEARON. I know it. Ile is all right. For instance, you are

lawyers-
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Senator Klblnt. That, would not 1)e too violent all assuuiitioll.
)r. SiAno,. And would you want to cone in under the Social

Security Act? Would you want. to see a son of 25 come in under the
Social S'curity Act?

Senator KICitil. I remind you lhat we are listening to statements;
not giving them.

)r. SH A:oN. That is a rhetorical question, too.
Senator MIIlIKIN, We are both under the retirement system.
)r. SHIEARON. A different kind of retirement system., It really

pays yeil sonlhethil.
I dt't thhiik we ihave hard anywhere near enough from the self-

eliplh d. I think it, is extrentelv unfair. If voU suddenly pass
this new, it would pit. a heavy nilrden on ine, ailld I Iave outigll
birleis ailvady. I hIve been iaxed 2 yeirs already under the social
security system. I have been gypped out, of $00, and I will never get a
cit,t. out of it.. I resent. it.. I resent it, i lot. And 1 don't want to be
brought. in under the self-eiployed. It iight, put tile out of business.

8. Abandon the fiction that social in.virance i,; either social or
insuranre.---1 t is ia clever taxing devito and notlhng more.

9. Aba ndoni the trast-funl conrcqdp.-According to Comnmissionter
Altineyer's own testilnuony, the socal security taxes are being used
to finance present dlay (overnient, operations. The taxpayers of
soie future diate will be compelled to pay twice-once for their own
social scturit, txt, which will be higher in the future than they
today, and in addition they will have to pay for the rt('lmtioil of
i)olu s which are being issue todiy. In other words, siiie tlhe Govern-
letit tl odil does not (lare to tax the peolo enough to pay for the
welfare stlit it is asking on the charges to tho next generation.
Put mere baldly, we are going oil a national binge tolhy with the
nioney which is io lie squ eeezd out. of toniorrow's taxpayers,. Although
this liis been adlmitted, the Social Security Adiniistration still talks
about a trust fuid and would lead the workers of the countrv to believe
that their ioney is being saved for then by the Governinent. It's
tine to tell the truth about these matters.

Social security trust funds are a temptation. It is said Hitler used
thein to finance his operations. There is nothing to prevent dictators
in other countries-here for instance-from getting a start in life even
as Hitler did.

I think this committee would do well to consider whether the
Government has i right to charge all taxpayers, even those not under
the social security system, to pay interest on the 1 0 U's in the OASI
trust fund.

I am being compelled to pay out of my income tax for that
$200,000,000 a year interest. I ha is being paid, and that interest is
just a subsidy to that trust fund, and the social planners counted an
awful lot on thiat subsidy, on the interest on the money that isn't there.

Senator MiaIIN. "I ou are going to have to pay for the bonds in
the trust fund some day.

Dr. SITEARON. Certainly. That will l)e left, for the next generation.
hut I am glad to see that Mr. Folsom, with whom I heartily disagree
on most things, has finally come around to saying that we do need a
pay-as,-you-go system. That is a great concession, and I am glad to
hear him say that; but he says to put it off in the future. All of
these things, as you know, are being put off in the future, because
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they are so difficult. You cannot solve the problems today. That
is one of tie characteristics of social security.

10. Pass a simple yaypsy.youjgo universal old-age aninui! law.-lt
has taken me a long tune, I may say, to come around to this: I didn't
believe this in thebeginning. I didn't think it was a proper way to
handle the problem. I was sold on the social insurance idea. I havo
now come t') this conclusion, after yeams cf thought, and worrying over
the thing, and having administered programs at the State tud local
level, as well as having been in the F'ederal Governmnt. I make
this suggestion. I suggest incorporation af the following principles:

(a) Benefits to be payable at a uniform rate to all pers.ui at ago
65 on presentation of pro.)f of ago and citizenship;

(b) Tit Federal Government might pay some basic sum. such as
$50 ,r $60 a month. I would not go a on g with Mr. Willininsoi on
as little as $30. I think that that would not do the job. States
could augment this amount in those sections of the country, in the
North, especially, where levels and costs of living are often higher.

t enator MlII IKIN. Dr. Shenrn, are you speaking now of an
insurance system?
Dr. S1AHOti. No.
Senator MILLIKIN. You are away from that now?
Dr. SimAnON. Na. It never has been insurance. I say lot's be

honest about it. and drop it. And if we are smoking university, why
not drop the social insurance idet? If it is nearly universal, there is
no sense in having the so, ial insurance concept of saying that suel
and such people are entitled to it. If as nuch as 00 percent of the
people are entitled to it, it doesn't pay yoa to try t) administer it and
exclude the other 10 percent.

Senator MHIhKIN. Would You hvy a special tax to carry your
system?

Dr. SHERItON. Well, I think that we might levy a special tax. I
have made a couple of suggestions here on theo next page as to how it
might be done. I am not too sure in mv own mind about this. It
might be augmented by the States, in thoseStates where it was believed
to be necessary. Such State augmentation would take care of geo-
graphical difference to some extent. The Federal benefit might wol
be enough for modest living in one of the cheaper sections of the
country.

It would be assumed that many old people would still live with
relatives, and that many would have some savugs, as well as a home,
and other assets. At the present time, roughly two-thirds of all per-
sons 65 and over have sonme income, the median amount l)eing $808.
Only 3.5 million, one-third the aged, are entirely without cash income.
The task, therefore, is to augment present resources rather than meet
a problem of complete destitution.

My thought in mentioning $50 or $60 is that what the Federal
Government should give as a tasio benefit no questions asked, should
be enough to take care of most of the public assistance case loads and
simply wipe out public assistance altogether. That would be a tre-
mendous saviug administratively. It would also be a tremendous
help to the aged. It would take them away from the means test.

And I do not think there is i.nything much worse that could be
done to a human being than to give A metns test. I have given it to
people,' and I think it is horrible. That is one reason I came along
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,ol the social-insurance idea. In the depression I administered relief
at the local level, and later on maIde it very careful study of old-age
assistance, and I was horrified at what it'did to the people. So I
would wipe that out in soie way.

Senator MI.LIAKIN. What woull your system cost?
l)r. SHJEABON. Well, it would be "a matter of easy multiplying, as a

natter of fact.
Senator Krmo. There are 11,000,000 aged. If you give then $50

a month, that is $600 a yrear.
Dr. S.EARON. That i4 right. It. would cost around $6,000,000,000

at the present time.
Senator K mui. About 7 billions?
l)r. Sni:AOtuoN. Six to seven billions. And it would go on up. It

doesn't, go ul) indelinitely. We know the total load would be about
19 billion later oin. So you do know what the level is. It, isn't as
though it were just going to keep on going up forever. It is going to
level off.

That amount is large, it is true, but we are paying more than that
in various ways. You take administrative costs and the dual pro-
grams and overlapping, and the administration is quito an expensive
job for the State and local people who actually do administer the
programs --that is where the job is done; not here in Washington-
on the old-ape assistance.

The benefits should be made available at age 65 without retirement
from the labor market. I think it is extremely important tiat we
urge everyone to work as long as possible.

(c) Benefits should be made available at.age 05 without regard to
retirement from the labor market. Fewer than 1,000,000 of the aged
now have cash income in excess of $3,000 a year. Earnings decline
rapidly after age 65 for most persons anti consequently it does not
pay to set up expensive administrative machinery to exclude from
benefits those who have a substantial income. The number will be
less than 10 percent of all the aged.

(d) There should not be a means test or work test.
(C) Financing of Federal annuities could be accomplished either

by a 3 percent tax on all income or a tax of $100 a year on every
worker. Now, that is a largo amount, but it might bring home to
the workers of the country the fact that these programs are expensive.
They have to be paid for. Tite workers should be made to compre-
hend that when benefits are universally available there is no longer
a fictitious "other fellow" to be taxed'for their benefits. Fheryono
has to pay. And as we get these benefits more and more universal,
we are all in the same boat. We all have to pay. If we all have to
pay, we all ought to get benefits; and that is an argument for uni-
versality.

But I think it is particularly important. to let the workers know
that these benefits are costly, very costly. I wouldn't mind starting
out with a rather small sum. I might. take Mr. Williamson's figure
of $30 although I think that is pretty low. That wouldn't do the
job. Tihat would cut across part, of your public assistance pro rams
in the States where the payments are low, but it wouldn't tale off
the whole public assistance load, which I think you ought to try to do.

That is my concrete suggestion. I am not particular about the
details. These are the general principles: that it should be universal,
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should be payable, I think, at tgy 05 with no questions asked except
age and citizenhlhp. That would niae it autoniatie. You wou|l do
away with the costly wage records, nad you would do away with
public as.sistance administration.

Mentor MlhJKtiqAPNor all 0coupAtions?
Senator Kuit, All citizens.
Dr. 8irAItHO, Yes, for everybody. Make it universtl. In tht

case, I think that it should h universal. The present ssVtenm is so
unequal and so unfair that untiversality is a had thing; as, for Instance,
the way it hits the self-employed wito have to givo up their lmtshss
at age t5 and take a very small 6ovolllllt annuity.

Senator i,nint Doctor, if I may interrupt you at this point, we
have about another 10 inutts,

Dr. SuNAHoN, I think I can findsh.
Senator KniIn, All right,
Dr. 81liAlON. 11, Do not embark on a perniantn atid taoi dii.

bility program under social itisurznce.--. ain strongly op)osed to this
pro rrim for two major reasons. First., no one can predict what, it
willcoat, It the system is a highly' restricted as suggested by Mr.
Fol4o1, it wouldn't' help very miuh, and there is no use it 'your
starting It, Over the years pressure would be exerted to lil)oralizo
eligibility requirements; and that of course would increase the cost
beyond these present modest estimatos,. y seon d obec o to a itiore fuudaientitl one. There is not the
slightest doubt that thls plrtyrani would constitute the thin edge of
the wedge to nlationalise medicine. If you were to adopt this program
there would be an imedite demand to introduce the coarelativo
program for compulsory cash slcknes. benefits, 'ho social security
plaqluers have advocated both programs for years. Indeed, if goveril-
mental ageniole are going to give a lnti cash benefits when hisI neot10
.tops because lho Is aged, unemployed. or permanently disabled, tOen

* there Is no logical reason for not tidlng him over flnaltclally when his
Income ceases because h is teniporarily sick, The two sickness
benefit programs go hand li hlnd-one for temporary Illness, the
other for disbility preoauned to be total and pernnient. The pro-
krams call for cys m nnents to replace part of earnings. But hero
i the danger. If thezoveruanent makes stelh cash payments during
periods of,tomporary anl permanent disability, then the Oovermnent
must sot up a program of compulsory iodlc41 care, It must nation-
ahlzo medicine. This.is the logical course because the Governinent
muit pr~toot the Insuraneo funds, Tite argument will he advanced
thatpeoplo cannot afford to buy medical care and that consoquontly
t hoy Wll .q drWlng sickness and disability benefits for longer periods
t L ftwould b th "o if the Govornment provided so-calod free
modloal aol , , . . .. -

It is of the gVeatest important to .eo a bill like H. R, 0000 and
ohullar socl surlty bills, swh asS. 1070 for the natlonalliation of

Whine -'1to ol a total progr, Thus far what the Congress.
4. " is pt, ng pleceaetm portions, of the tal f c iallst

'0 pfo eneva, Tho program calls for total compulsion, universal
V a o 'almd c plte ibservonmp to the State. With respect to

COOui40t ' Ilad downthese principles at it. wonty-alxth
o biailpho,lkt'4ay 4 1 o44a member
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slieial liwssago oil M~ay 29, '1014, sent theso priticiples to the Cougress
with his blessing, Hero they are:

Tho railge of colitligiolep to ho covered by ctomipiilnory social Insilranice
eliouhi 0111bree all eiilitieiclem IIhilt all Insured persioi In i~Veiited (roil
i'ArltIg him lhIvg, whot her by h inbIlIty to work or Inauilly to obtain romivrnt lvo
work or inl whieh ho' dimn Itevin gat (16m~eidmi~t tanitly, amd should ieluch certain

lisvaed enwirgieieciis, geiaNl oxicrh'nced, wiceh Inv~olved extraordinary
strain, til iuitanI~l income11s, Insofar am thoy are, tiot etherwiso vovered.'

Thle citilgoiieies coveret 4wAQuI he tnsled its follows, avcording
to the 11,0: And I I)*It-thes0*'ouC 4-b5 show liow extremely eonipre-
lIeISMiv is the 6Oruu-iti totall: (11) AOfionsq, (b) maternity,
(0) inivalidlity, (f) ol e1 tgo, (e) dethl of breath kiwier, (f) unei ploy.
aneont., ( I) 6116g(AlIC ('' expense, andt (he) eniploypimit, injuries.

T'he I1 rlkd1i (uoverilleiit j)Ali40(li iAln4;urimee latw iUI 1140 covering
till of t-114 ' ipusuremie ppiltiguentilvs. I inh'nt, to bring ,lit tle booklet,
amid I Nh I give it to"o 'If voll"Aro 1)Mercasted, ali, liN Bheritish
syntenl coveriluit Dacatly Iti of f-hogi t.Iultage aiic wor it out, very
inuchk itIntho same'tmiaM i a h" Il.tt)f~Tey Ia the total
stien&ilthere'. NNe are pa Ps 'tmgo Neeso i6n n omst

Mo WIN'llstat go to Irnt (~ I it I (, It~r ml boford' men w'll)t
he .1hltge 0litIo tom l ) d the totjil picture

does $iot comel(A iwIQ 4ats'lt, ~..s P ato I Soia I s ut~i
114 I1 J0 ilso goe% -04 to* aw1411 fhi 1ti es nsII bellefits l ou d ho

an pplonentod f r eat IIIo theo it' 'Awb children andc thlt% provision
for f it) Cbe e lle 11Ku~t bc1 0tt NIMPP (~~u or e1j$ld ren's tih-

'I'lilisTa ots ilell fior et pois o nn Rusi

is he itvprogram o 6 & Ilfr1 tli o ils imiiRteOnly colmitry which hkas fol owed through ooete y. E'ngland
it; woll oil tjIo %f, Iloth E~glandt and INu *b an'lu theitlr social-
insuranice piranrtuk1Rk V.Pighntit e usr eat nuac
laws inl 1011.. 11he p*aWV)% oi9~tJlflRx by employees and em1-
love~r taxes Will state &ubstiflies. In t1937 Itussiai chIanged over to

nat iol alimed oyatenus supported front general reventues li 1040
(h'eat Britain passed a new soelal ilisuranice law and at the sainic titti
niationalixed medicine. WVe aro fohloiii the pathl downl wichil
Blritaint lio gone. When I visited (Irtat llritain this summer both
Conservatives andl Socialists said to me: "You are following inl our
footsteps. You will haive the compulsory welfare state in 10 years
and a completed Socialist lprograill."

It is for thes reasons that I urge this oxniitteo to see where at
bill like I1. It. 0000 is leading. The United States today in net
Bianarek's ()ormsziy of the 1889's; it Is nt Stalin's tussia or Aneurin
Bevan's Britain of today. It Is still at reasoinably free country where
tie ehtlviena ire not yet Cenplaorily bound to the state. Lot us
rotinaiilt free. However, if the Congress persists in forcing larger and
largtr segments of the population into a system of comnpulsory social
Insurance, if the Congress dheprives the people of larger andi larger
taxes to support the welfare state if thes thing are done under
cDompulsive laws with throats of VPedoral punitive notion gslnt
anyone who fails to do as orderedt by Washingtonl officials, then

101011flitta, 1160,. LO vol. XXVT, No. 11 tuns 1, W.44 pp. 10-11.
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surely this country will Ie emlracing the teelutiques einploye d by
Britain and Itus ii and it few years hence tho United Slt tes will turn
into a Soeialist or it Conuninist, st4te. Year by year we have been
going down the road of no returil - the road to stato socialisil. I litgo
t lit this bill be rejected ill its eittirely and liat i Alrican l I)rograll
bo devololeWd.

Senator Kr ni. Are there tny further questions, Senator?
Satoator MI4I.IKIN. I would like to ask this question, 1)octor:

What is the Itsie dilfrert'nce )tIw yo1ii' plhn fiird tihe so-calIed
''owtsetid plan?

i)r. SIEARON. Tho TowitseIld planm? I. have never gole alolig with
thenti. I havo felt, they wanted too nuch. And I don't really know
enough about the transactions taxc to know how it would olan'ate.
Wheni I worked out a few eases, it. seemed like a lot of money to charge.
And I Was I little dlijotus arorat. the effect oil the ecoioliiniy. I think
whatever Oango lwe nake and whatever we do 11now, we ought to start
hi in a smail way anid see how it. works. We ought to do it year by
fear; not try to foreseeo the future, which is harder to for~eo' than it
Ias over beeni I think. Make it snall. Mako the taxes not too

heavy. And tien put oil it program of education and publicity on the
air and in the prs to let the workers know that these proglras are
oxpiuisive. At the present titne, we are not doing that. %\Vo are
covering up. We conceal it.. We don't. tell the workers this is going
to co8t, so inlih, And we have heen running oil a deficit financing
basis that, conceals the real situation.

I think we ought to just ('onto out with the facts, tell the truth, and
say: Of course, you would like to have $500 innsions a1 month if you
Cl afford it, but if you are going to have that Iuch it is going to cost
so much il taxes.
Thank you very muel.
Senator Ri tt.' Tiank you, 1)oetor.
las Mr. Brown come into the room?

Are Mr. Griflith and Mr. Hall here? Can you gentlemen be here,
at 2:30?

The committee will recess until 2:30.
(Whereupon, at 12:fl5 p. mu., a recess was taken until 2.30) p. ni.,

this same (lay.)
AVWE1RNOON SESSION

(Tie coininittee reconvened at, 2:30 p. m. upon the expiration of
the noon recem.)

Seator Kmtumt. The comtnittee will come to order.
Dr. Griffith?
Will you give the reporter your name and identification?

BTATEMENT OF DR. H. X. ORIFFITH, VICE PRESIDENT, NATIONAL
ECONOMIC COUNCIL, INd., NEW YORK, N. Y.

Dr. GUIPPITH. My name is I)r. II. 1M. Griffith, vice president of
the National Economic Council, Inc., in New York.

Gentlemen of the committee,, the National Economic Council,
whoso membership includes a cross section of the American people
upon a national seale, is opposed to the enactment of this bill or any-
thing similar in character.
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We (to niot ilipuilgil tho. 111oives of tho, who .tlpport this legislation.
l)oulalhvs., tiuy are amnialed by sin'erely hltumltarian nfi l o
Yt Itost of hli, worhl's trothldeoitralry to popular mlythology, do
atot toiii, fro ball eti. They come from the good ptiopl, - Ieoph
w,,*ho, to gilth ltds thalt. tltl war to bo desirabhl, Hl)(po0t, int, vlulwhielh
aie highly% h' llthsiraldi,, tm which il fatm. l , Ei dtri,,luti e of tlt

i'r. gold tlt,' 4tt'ik.
Ts good, for evory individual to wialit, to feel, and ho, Secure.

IThe National l,.-oloincI Council does. not quarrel with tli(i objetiv,
for it is the drt'ani of every ti ai d woman to ho secure, tit far as
sttelritv is possiblil i a rl of acidoent, disast, onid inovitailde tiath.

But )how is tin inldividlial to alt aill t'urityv? its hi to mnin it? Is
it, to be providl'd for him by others? 1 it. tht, duty of others to give
it to him if h Iiistte out it" oarting it fi himself? If SO, who should
payN. his shalurt of th cost? Sltould somtont' who has earned his
ow61 waiy bo forced to sllolitdt'ir i portion of his yearnings to the in-
providentt and unsticcessful? If 5o, uipon what moral ground is the
teiolnnd n1d, and wIlt) has ti' right. to nlmake and t'aforee it? Theso
are fiindlincntl questions which ytui Iuat, ittsk and antwr before
You decite wht , er this it a good or bad bill.

T'i' National Elconoiie ('ollneil bit't'q that, despite the humlall-
itariant intention of those who propost, this and similar legislation, it,
is it v ry lad hill. Wet blievo that it is not 3 only miorlly bad, btit,
that it i-s economically bad, id will, if eateted, ultimately result. in
the loss of all rteal st'eurity for everybody. We therefore wislh to state
brii'fly Ste of orlll reastols for opljsinlg'it, and for asking this commit-
too to reject, it.
1. This leibldation is not eonsonant to tMe mainitInae of a fr'e society

'lt, lato Sir Henry Maine, probably the best-iiformed student of
the evolution of human esoict' and law who ever lived, summed up
thi e ote of social progress when he Fati that "the nlovonielit, of
progressive societies hashitherto been at movement from status to
contract" (Ancient lAw, p. 100).

,Jiet what. did lie mtean by a moveinnt from status to contract?
Anient societies were all societits of statuis. All aseortIe the pri-

mniiry right of the sovereign or of the sovereign group. All rights of
tit, nnhl-idual were permissive, dependent upon the right of the family
or titubgroup to which ho belonged, amid could h canceled at pleasure.
From cradl to grave all mlt were tinder obedience. What limited
rights they posstesset depended upon the t atusit assigned them by the
sovereign or tii group. Today we call the group society.

There were, however, certain advantages to those who livt as
subjects under a society of status. They had to work under compul-
sion, but in return thoy wore taken care of at, subsistonc levels by
the group. They had nothing of what we would call "freedom," bit
they did possess what we today would call "social security."

After many centuries when mankind had experienced no form of
hunian association than the compulsory soelety of status, a complex
of revolutionary ideas began to ferment. Some came from the Greoks;
a greater element, cime front the Christian religion. They touched
and awakened to life the desire for freedom lying deep within every
human breast.
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After centuries of conflict there emerged in certain quarters of earth
societies based upon the revolutionary principle that rights are indi-
vidual, that they do not depend upon birth or upon the permission
of the group, that they are the gift of God to every man simply be-
cause he is a man, and that they cannot rightfully be taken away from
the individual even by the group-what we today call "organized
society."

It is the assertion of these rights and their necessary implications
of which Sir Henry Maine spoke when he said that social progress
has been a movement from status to contract. It is called "contract"
because it rests upon voluntary agreements and associations.

Each of these two kinds of human society-and history knows but
these two-is characterized by distinctive political and social institu-
tions. Under status, men work by compulsion and are taken care of
at subsistence levels by the group. Under contract, men work freely
for rewards, assured that they can retain the fruit of their labor.
Under contract, hope of increasing reward provides incentive for
inventiveness and productiveness. Under status, whose economic
characteristic is collectivism, lack of incentive means that production
is and must remain at low levels. The free economy of contract must,
in its very nature, outproduce the economy peculiar to the society of
status.

Status professes to offer just one thing that contract does not profess
to offer, that is, guaranteed security. In its very nature, on the other
hand, the free society which holds out the chance of success also in-
volves the risk of failure. It cannot guarantee against failure without
destroying the incentives it holds out to those who seek success; that
is, it cannot guarantee subsistence. It guarantees opportunity, with
the premise that superior ability, greater energy, and more tenacious
ambition will bring rewards far above mere subsistence levels. In
doing this, the free society of contract releases high-energy human
potentials which raise the standard of living far above what a compul-
sive collectivist society can achieve.

The American Revolution marked the greatest step ever taken by
men in purging themselves of the fetters of status and supplying
themselves with the instruments of free action. Our constitution,
the first national political instrument to be based entirely on the doc-
trine of contract, is as much an economic as a political document.
This dual character supplied the necessary conditions for the material
and human progress we have made in the last 150 years.

Individual freedom, then, is the essential precondition for the release
of economic energy. Our founding fathers deliberately chose freedom
as the regulative principle of our total life, whether viewed politically,
economically, or socially. They fully understood that the doctrines
of the society of status, or any portions thereof, are inconsistent with
the successful operation of a free society.

Today a tide of reaction is sweeping the earth. Its impulses are
stog here in America. It is a, reac tonwhclaesief"po

gressive,") or "liberal," and purports &o be concerned for human
welfare, As a matter of fact it is neither progressive nor liberal, and
it is the enemy of human welfare.. For it is a great regression-an
attempt to return to the pattern of status while stealing the vocabu-
laiy ol those who, through many centdries fought to free themselves
from status. /
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The pattern of this profoundly reactionary effort is emerging clearly
in the whole complex of proposals made year after year to the Con-
gress. What is artfully called social security, though it is really
no such thing, is a part of that pattern. The original Social Security
Act of 1935 was a part of the pattern of reaction. Steps by this
Congress to enact the extensions now before you might fasten the
pattern inevitably upon the.American people, for this is a stop which,
once taken may never be retraced.

Those wio aim to take us back from the.freedom of contract to the
rigid authoritarianism of status, and thus end the long struggle of
the western civilization for human freedom, invariably confuse the
issues by stating their ostensible objectives in humanitarian terms.
They ask us to adopt this or that institution peculiar to status by
arguing that it will accomplish some direct human good. Some of
those who make such proposals know very well what they are doing
and what will follow; others simply do not understand that the end
result must be reversion to the society of status and the abrogation of
human freedom.

This bill is in its nature characteristic of the society of status and
destructive of a society based upon freedom. If its stated objective
seems humanitarian, its effects are bound to be profoundly anti-
humanitarian. The end result of the pattern now being imposed upon
America, of which this legislation is only a part, will be to destroy
the free system which it professes to strengthen. This will in turn
involve the destruction of the real security of everybody in the general
economic and social ruin that must ensue.

The issue then, is not the welfare of a few millions of aged people.
It is the welfare of the American economy as a whole. If that econ-
omy is destroyed, there will be no real security for anybody, the aged
least of all. For a collectivist society can never produce enough to
take care of everybody. And even if it could, those who live in it
would not be free.

2. This legislation is morally wrong
This bill employs the device, now become so familiar in the twentieth

century, of employing taxation as a device for taking the fruits of
labor from those whohave earned them and transferring the fruits of
labor to those who have not earned them.

The practical effect of such action is sharply to limit the incentive
of those who produce and whose production alone enables the free
economy to function. It strikes a blow at the heart thesis of the free
society; namely, that except for the absolutely necessary expense of
government, one who earns or profits is entitled to retain the fruits
of his own labor.

This presents a supremely important moral issue. The fruits of
my labor belong to inc. They do not belong to anybody else. They
do not belong to you. They do not belong to anyone who has the
might to take them. They do not belong to government. They
belong only to me.

When government employs the coercive device of taxation to take
my earnings away from me and to give them to someone else whom
government deems more deserving, it robs me of what is by natural
right my own. The fact that the robber bears the label "govern-
ment" does not change the nature of the case. The rights of man are
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based upon the lUll iil hiw, the law of Ood, wclii existS prior to kind
inidepenldeit, of lhe power of other ncl whether oi'gililiz7ed or uiorgi-
izod. (lovernineilt llowhere ias nlly igl. or mlndate to violate this
natural law, and if it dotm so it. i Ihe duty of tlit, hidividual to resimt.
it. If this 14 not so tIhe ln stliigh o of the Anglo-Saxon peoples for
liberty was a mtockery aniid t te lceiritioln of ideplwldtlle nd14 our
Constitution were pious shais. loth thost' grent docinielits are
hilei sqIllarely 11ll(liht, assertion of inalienale rights. 'fie rohhery
Which thiS legisilitiol lprltlils to legalize is b0YOlld ti llp'lr of maiiti
to make moral.
nif only way in whih, government, can deny that. it is ilk effect

breaking the ioril hiw when it taxes iie in ordtei ito give ill' l iN1lg.
to Soltiod)y, else, is Ito iike the tite, all-ellibriuglig 1ssilniontiondllheor-
lyilUg the sovietv of stiltus-tiha1t. rights are not illerelit, in hille citizen,
but ilow front the periissiol of the state, that. the rifhls of the stato
are priniarv and as such prior Ito all other rights. Shrink froim it if
you will. It you vote for this hill you voth for that assunition.

But tlis is the foundlion(lolli1n which all aibsollitisis rest. it is
the foutidation ilpoi which Only absolutisn mav res-t. It is a prineiplh
fatal to the oi lthlued existelice, of t free soei;,ty. Olie gralited, ill
natlural rights are swept away so far ats ire naked power Cnii do it.,
ind 110 1n1 has armor with which tto hlfiitl himself against tie, state.
Oneo grait. this assunption 11nd holieclforth noe Iniority (iill live

uider the protection of law, for the sLate lis iisserted its own will to
li) the suiprelme obligation and what tihe state deeres is anything that
those who rule snv it shall decree.

If you voto foi this bill, tlien, you vote to detlaro that. steahling is
not stealinig when it is done by government and under the fori of law.
You vote to elnd thesocial, political nid Wollonlic coisequeices of the
Anerican Revolution, and to I urn back the clotk of humai history.
You vote to abandol lle society of contract, of inalienable freedom11.
You vote to return to the dark iages of status of hondage, to tho lower
energy output of a society tlhn. doltcs out sulbsistence to serfs. You,
vote to liqidahnte the fr'vi, society which ofiers opportunity, rewards
the inalionable right of every mai to enjoy the fruit. of energy, intellig-
eno, and frugality.
8. What tis ill offers is not really insurance

Tie American people believe in ilisuIraieo and are biounl1d to have a
favorable opinion of something presented to then as "insurance."
But this legislation is iot really insurance at all; it fails to distinguish
between what is really isuratice and what is really maintenance of
the needy.

Insurance, properly understood, is an economic and actuarial trans-
action. it is based not upon beuovolenco or need but upon pay-
monts for contacted benefits which are guaranteed by reserves kept
inviolate for payment of suAh benefits. Anything less than this is
not insur w ice aiid to call anything less "insurance" is fraud upon
those who imagine themselves to lbe insured.

Wh government goes into what it calls the insurance business, it
almost invariably commits this fraud. And it gets awvay with it by
repeated assertions of noble inteoitions which h1ave nothing to (10 with
what it professes to offer as "insurance." As a matter of fact, while
goyorqinmet ha no real function iii the field of insurance at all, it
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does have a proper function in the maintenance of those who may be
in dire need and without means to meet it. (Tnder our constitutional
system, this function resides in the States and local commiuities, not
in the Federal Government.) But when government gets into insur-
unce then talks about, it, in terns of hunnan need and the obligations
of society, it is fatally confused about the nature of what it is doing.
Tho resIlt is, that it. provides neither real insurance nor does it confine
itself to its. proper fintctiois in relation to the needy and the dis-
tressed. flit by It. it, adopts portions of the doctrine of status, and
proposes direct maintenance or supplementary grants to persons who
are not indigent, but, who soeie bureaucrat may decide do not have
enough income to make them feel socially secure.

'rhIs tendency is not, peculiar to the Tnited StateA. It is peculiar
to the confused ureaueratie mind. In Germany, the cradle of so-
called social insurance, the same confusion took place-with drasti-
callv bad results for the whole economy. Th1e great German insurance
authority, Walter Kaskel, saw in 1922 a tendency---
to inwreasingly eml)hsizm t liv public relief character of the institthimb toi make
tho state guarantor of the in il un sulisistmire levcl of its ,itizelis atm( to trams-
form the contrihutlio- ht a kind of tax levik on those most eoneerumw, in order
to ralso tho needl aueanus.

,rhe state was moving then in the disastrous direction of general
maintenatice of tei, whole polplation. When litler moved in, ho
found the systenl agreeable to Nazi totalituianism, and highly useful
in the enforced Nazification of Germany.

Senator K.an. May I ask a question there?
)r. (1l11FITII. Yes, sir.

Senator KEll.t. You state, "the taxes collected are spent for general
purposes of the Goverllent.." You are aware of the fact that is not
correct in view of the fact that the taxes or contributions or whatever
vol may call them are collected and then invested by the agency in
Government bonds, are you not?

)r. G RlFITi. I am not aware of the interpretation you are putting
oil that transactionl being a correot interpretation, sir.

Senator Kn.it. When you use the word "spent" do you have a
different meaning in mind than when you nse the word "invest" or

])lrchase'?
lr. G1i'I'Tn. Ill this particular case, yes.
Senator Knn. Describe to me the wiay you understand the trans-

action takes place.
Dr. GRIFFITH. I understand that the money is collected, sent to

the Trensury, that the social-security system then notifies the Treas-
ury that it \wants credit on a certain number of bonds. Sometimes
that is done over the telephone, as I understand.

Senator Kwutit. Does it all add up to a transaction whereby the
Social Security Agency as such becomes the owner of Government
bonds? .

Dr. GRIITa. It gives the appearance of that, but I do not believe
it. is a real transaction.

Senator Kanat. They either have bonds or they do not.
Dr. GnIFFITJ. I understand that. no physical bonds change hands.
Senator Kmnr. When you write a clck on a bank you do not

transfer the physical money, as I understand it. You transfer the
ownership of money located in a central institution for safe keeping

5,45



o.~o SOCIAlh SECURITY 1I\I'lON

f ourelf to the one to whom the cheek is given and "the ,et.
1ecT'rit.V Agency either teomes the owner of (overnuent, bonds or
it. does ilot'. Now if you are telling ns that it, does not, that. is one
fhing. I would liko to know what you are telling us.

Dr. GInmTu. l think, sir, that, both the Treasury and tile social-
security system are difert,nt agencies of the same Gover[mlet.

Senator Ki:nn. I think that, probably the committee will take olicial
notice of that. fact..

Dw. thFFvrir. Yes; and, therefore, \vhel onle branch oft ti Gkovern-
Smerit goes through the form of selling an obligat ion of the (1ove rievnt
to another branch of th government , there is no real transaction.

Senator Klnn. L)oes tl one brane of th governmentn, that, sells
the bond have the right to sell it?

r1)', (1nviI'rn. It. has the right, to sell it, if it, is being sold to some-
thing other than itself.

If you will let me lit it. this wiay. think the transaetlon is just as
if i ptt. an 0 aT to myself in my own bank account and tried to von-eiler that, as an asset.

Senator Kli.nn. If that, is tile way it, is, then you or I do not unethr-
stand what takes place; and if I do not imderllntaelo'(I it, 1 wanl, to he
advised. If you t o not, 1 vould think thiat you would want. to he
advised.

)r. (RIF"ITu. I think we are agreed oil that, sir.
Senator Kti. Yes. Now tle Vederal reserve hank is a creature

f le (overnnent. is it. not?
)r. Inirrur,. Tiat is right, it, is a creature.
Senator Kt.ln. Tilte Soial Seerit3-y Agetny ist a creature of t he

Government?
Dr. Omi FFITu. No. sir; it, is a part, of it.
Senator Knti. Is it. created by tlin Congress?
)r. GiImI'i. Yes, sir.

Senator Ktnu. Is it. a part, of the Congress?
Dr. (luimrut. No, sir.
Senator Knr. Then it has an identitheat ion, does it not, an identity

and you have been lsitlg tile word here which I think might be applih-
cA11)l in ono of its broat leanings, it has it "statis."

Dr. (litivorir. That is right.
Senator Klit. It. receives money and it pays oit. ioley?
ir. (1lnimiTIl Yes, sir.
Senator Kl-mn. Now are you saying to ie that it dots not have thlt.

identit which lerilts it to becole tin' owler as aill eiley of it bond
belonging to ti (tovernnlent.?

Dr. (n+RWITh. I think, sir, that it. does not. have the kind of identit.y
whieh would permit , it to be eonsihered separate fiom the ilentity--

Seinator lini. )oes it hive tin' right, to buy bonds?
Dr. OnIFITH. 1 would think it has tint righi, to buy private seeir-

ities,

Senator l(ni. Doe, it havo the right. to sell the hond?
Dr. (IFF'ITnH. It Inight haivO the right, to sell tit' hond, Air.
Senator Knm. If it. has the right to buy the bond and sell th

bond, thoen it has the riplit, of opera ation and with it the corretsponding
roslonsibilit-y of operation, does it. not.?

Dr. (mitilTii, If I grant, that, air, I still cannot. grant--
Senator Kwin. I am not, asking you to grant. anything; I am lut

asking you a question of flet. '1 mntin ti is ctiier correct or it is
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lt(. 1 task youn to dot taotlait, for' lit, antd youn tsk tult to alo nothing
for you ItI recogntit ion of whetrfer, or nlot it a'a'tt1 athintg is at ftae(t. It ks
eit her it fiaet or it is atot. If it is. I revognlize it, ad if it iq not, you
V11t1110t 11itta it, sot, atnu vicet Vvisa

D r. (C u rr tlt. Tl'lt is right but I dot not thlitik thet conclusiot inl
Yomr mtinda Its the result of thel fatets you htave illst stately is at trill
voitcln1siott. If 111Y right la11aI owes ttai* I eft Ia11u1d sotu itailg, I still
dto not owei it to 11i tivitody else butt 1ttvse'lf.

Settat tot K i,:ta iti vol; follow thIat tIo it, logical voatelulsioti, itl view
of t lie fact t11 li w t tli pople at ic soverteigna. thetn mit ttever thIeir ( overit-
ittetat oai s lOcv owve attid wita t e'ver thItit' ( overttttttctt owns t heY own;
lacreforei, thley, owet. lacatisves at11 it)l donot oeattavtittaig.

Dr)a. ' a wi.No, sir; I. would iot stay thliat laccatuse I thlintk tilt,
( ~v eatitet tIs lilt ctt it v ill it d itl'ci'cta svtts't% ha11t1 the liaioile tate tll

cat( v ty. 'IThe jaa'ajulet ac'O soNTca'igat. It i.; at foitittatittl of power.
Setilt tot' K tlaaa You atteatit formt of t vitv ill thIeir tloveraataaeitlt?
Dr)t. ("m u t I 'll. l'The people htave fori'iai'a thir Utavertittactit itato ttll

etat it V.
Sviltlitor K irut. You do tnot thlik. thotagit, t(hiltt tilte (overtutetit litas

formed t01v Soi'il] Si'catait v -i g Nev imItit l entt it v?
1Dr. tatrr t. I thIitik, it I in votid tilt, 'Sacial Security Agettcv

itt at witit we tuliglt ('atlh at sateilt ity whichl is at port iota of thlao Uovira-li
11tviat itself.

Scitor K t.tata. is1 hot tilt%' 6ovvrttniNt at putiota of thn' people?
D r. (Ontat ratia. No.
Svttattor K ltit. %ll right, proeved.
DVt . (GttRIFit'ti. Wet laaae Sail thiatt 1uta1e8A proper atal aadequalt

reserves,, tar kept, for theI iet ing of voaltt ctd obligations, thet
trattisatiiota should ntot atnta cantntot hottest lv het descsriaca a1i1 ''iusttr-
lane. '' e F va'~ taa,11eile of this cotiltatit tee katows thtat. tit( -Alcale

reevskept by tlit, (overimiaetat of thet Uitted Stntt e. for social-
secutrit N. K e ttarott not t'eallv reserves, tit till.

Sttittor 1M IAt tlit' record showv thatt tllt taentaler of thec cott-
atait tee whlo is haresi'tit. aloes taot htlt thtat kitowledge.

IDr. ('11ttvrtitl. l'lie tate hook ctt is otihy. of ttal obligation of tilt
Giovernmiett to itselt. 'tataa\vs vollected at spent foe getaeraal
ltprpose af tlit, overn ttitt. 'Uhai is at fraud utpoan the Amaericanu
people i ho geett''ally at"saattte that Goaverntmettt ilttrtnce, of Course,
ivaes 11lt tat legal s tiltalltads 84' fal irnsuattataae comptaltt'. lit this
reSI.Iv't whtat (t, e(veriiv'ilt oif tw li Uniteda States is adoitag is tat Call
a'thlictal wltai it. wolld jail a1n1V ItSitratia,10Ce M11N fiilfrdig

Iftilyil'uale, OM)tll,1 anly Saositova anly suctenattries tatna
tao retal atssts se aiia a, tttal aittouetall tat itaaa' aaontrtactuatal obligat-
tiotas, it wautlad lie aclosead overnaight tmid its ohia'ars would bae lroseatite.
''Thev wvoutlad a'N ptraosecteda righatly, faor they waould he lackiung itt
flutittiatetat tll 1l-t's .

Etartta'pstly. it stay tat yau thaat tilt) wvhole soa'ial-.4ea'trity fabric itt
this attattt rv t'a'ks \ -it it this t rattspaarelit fraaat. aiaataiiiatg tilt) out-
tvwad fortds aof itasuraI'llec it, baa' ks tilt, fuamntal itetagrity anta
chiaractter aaf itasuatt'ata. To'a exatnd tlals to mailliauns auf plea'Oltl'ow siaid
to hao ''aneaavaritd'' is to extaenad tlt) fraudxa. In tttav rea itasatatac

st' iotohoahy is coverede" taaw anad ntaaaly aOsau ta'tlI be "covered"
if tlt, hill before yatat slttta he 11a4issd, 1tataless yata 1114oa 'titict legislation
requ~airintg thaat atahaqttata, ticta, reserves hai' araatta anda aaaaintalited.
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Senator KERR. How would you do that?
Dr. GRIFFITH. The only alternative, sir; would be to have the

Social Security System hold the securities-
Senator KERR. What securities?
Dr. GRIFFITH. Just what I was about to say, sir; to hold the

securities which are available for ordinary investment excepting
Government securities.

Senator KERR. How would you feel about it if they had cash?
Dr. GRIFFITH. I think they ought to keep some cash.
Senator KERR. How. would you feel about the integrity of the

transaction if they had it all in cash?
Dr. GRIFFITH. I think 9s far as its .integrity is concerned, its

integrity would be all right if Government lives up to'its obligation.
enator KERR. They collect cash, do they not?

Dr. GRIFFITH. That is right.
Senator KERR. Suppose they just built a vault big enough and

kept it all in the vault; they collect it in the form of cash and then
instead of paying it out in checks, they pay it out in cash; would that
satisfy your concept of the requirements of the trust and clothe it or
vitalize it with integrity?

Dr. GRIFFITH. That would make the transaction honest as between
the agency and the citizen. I do not think that would be a good
thing for them to do, however.

Senator KERR. But would it meet your requirement to where it
would cease to be a fraudulent transaction?

Dr. GmIFFITH. To that extent; yes, sir.
Senator KERR. If it does, it does.
Dr. QRIFFITH. There are other aspects ih which it is not good

insurance either.
Senator KERR. I am talking about that phase of it.
Dr. GRIFFITH. That particular phase of it, yes.
Senator KERR. Do you have a piece of cash in your pocket?
Dr. GRIFFITH. Yes.
Senator KERR. Would you take it out and look at it?
Dr. GiFFITH. Yes. I am sure you will not object to a dollar bill.
Senator KERR. I know more about it than any other one.
Dr. GRIFFITH. Right.
Senator KERR. Do you think if you had retur is in this form right

here that would meet your requirement concerning the integrity of
the operation and the elimination of fraud?

Dr. GiriFyITH. Of that particular phase of it.
Senator KERR. Well, that is the phase you are talking about?
Dr. GRIFFITH. That is right.
Senator KERR. I read here that the United States of America holds

$1 in silver payable to the bearer on demand. Is that more than a
promise of the Government to pay?

Dr. GRIVFITH. Yes, sir; it certain is.
Senator KERR What is it beyond that?
Dr. GiFFITH. It is the promise of dhe Government to give some-

thing which it says it has on hand. I
- Senator Kvtm. That is a promise to redeem. Is that not what it'
amount to, Doctor?

Dr. GRIMTH. A promise to rede' this in silver; yes, air.

/ / 1/:~
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Senator KERn. Does that have a virtue which a bond does not
have?

Dr. GRIFFITH. It certainly does.
Senator KERR. It is more valuable than a bond?
Dr. GRIFFITH. In that respect, yes, it is secured by something be-

yond the faith and credit of the United States, secured "by silver.
Senator KERR. And would you feel safer about the transaction if

the Social Security Agency kept its income in non-interest-bearing
certificates?

Dr. GnIFFITH. No, sir, I do not say that.'
Senator KERR. Instead of in bonds?
Dr. GRIFFITH. I do not say that. I do not feel safe about the trans-

action either way.
Senator KERR. You said this would have the virtue of integrity.
Dr. GRIFFITH. I said it would relieve it of being what I spoke of as

an illegal transaction.
Senator KERR. Do you happen .to have a United States $5 note in

your pocket?
Dr. GRIFFITH. Now we are getting some place; yes, sir, that is a $5

bill in irredeemable currency.
Senator KERR. This happens to be a silver certificate just like the

dollar bill you gave me.
Dr. GRIFFITH. I am sorry, I will see if I can find you one of the other

kind, a Federal Reserve note.
Senator K aRR. I did not ask for a Federal Reserve note but it will

do the same job. What does that say?
Dr. GRIFFITH. Do you want me to read it, sir?
Senator KERR. Yes. Does it say that the United States of America

will pay to the bearer on demand $5?
Dr. GRIFFITH. That is right, that is what it says.
Senator KERR. Do you think the $5 note you have there is of equal

integrity as the $5 note?
Dr. GRIFFITH. No, sir.
Senator KERR. You do not?
Dr. GRIFFITH. No, sir. I think any economist knows that, sir.
Senator KERR. You think that if the Social Security Board did have

$1 silver certificates or $5 silver certificates, they would be living up to
the obligations of honesty and integrity but if they had the Federal
Reserve notes, United States bank notes, they would not?

Dr. GRIFFITH. I think that is a safe conclusion from what I just
said, sir; yes.

Senator KERR. I think it is of value to the committee to find out
how you think the Government can maintain the integrity of this fund.

Dr. GRIFFITH. r did not suggest that they maintain it in that
fashion, sir- that was your suggestion.

Senator kERR. No, it was not my suggestion; it was my question.
Dr. GRIFFITH. Yes sir. You asked if I thought it would make it

more honest. My answer is "Yes," but I still do not advocate that
method of investment.

Senator KEaR. I understand, but assuming that objective has
been agreed upon, the means of accomplishing it then become of some
interest and naturally the Government wants to do it in a way that
will meet the requirements of integrity.

549



550 SOCIAL SECURITY REVISION

Dr. GRIFFITH. Of course, sir; it is not my position that they should
have this fund at all.

Senator KERR. I understand, but then one of the reasons you gave
for not having it was that it was a dishonest and an immoral transac-
tion.

Dr. GRIFFITH. That is right, sir.
Senator KERR. I was trying to find out how you felt it could be made

either or both honest and moral.
Dr. GRIFFITH. Well, sir, I tried to say a few moments ago-I do

not know whether I completed saying it or not-it could also be
rendered honest if they invested in the sort of investments excepting
for Government bonds which are legal investments for life insurance
companies. But that, of course, would mean that we are on the other
horn of the dilemma and that Government would shortly own too large
a slice of American industry with some very bad consequences.

Senator KERR. But you think if they took the money and invested
it in securities, bonds, or other assets than Government bonds, that
it would be more honest or that'it would be an honest transaction as
contrasted to the present one which you described as dishonest?

Dr. GRIFFITH. Yes, sir; that is a very fair statement.
Senator KERR. All right.
Dr. GRIFFITH. Real social security in the United States will not re-

sult from this or any other variety of economic quackery. For econ-
omic quackery it is, despite all the pious humanitarianism and the
$10 words used to extol it. Real social security will come from only
one thing: increased and further increased production. This will
automatically carry with it full employment, steady employment, and
a wider diffusion of economic good. Nothing else will provide these
things. Asking for doles, setting up schemes for handouts which are
miscalled "insurance" when they are not insurance attempting the
economic imbecility of so-called full employment bils is to miss the
real point of how a free economy works, and the real benefits it can
provide.

Prosperity, like happiness, is never achieved when sought for itself.
It is always a by -product, gained only when men seek first of all to be
useful, to find and to satisfy real economic needs. Such needs are all
about us. There is enough potential demand for goods and services
to support vast extensions of our economy here in America alone, even
if every other continent were to sink into the sea. In our own lifetime
we can see that extension come to pass, see such prosperity as we have
never known, if only one thing is done.

The fetters and shackles now hindering American business enterprise
must be unlocked.

To do this, or to begin to do this, is in your power. Give us, not
doles, not insurance that is only a caricature of real insurance, or the
other types of economic fakery that pass for business statesmanship.
End the adventures of Governmentinto the attempted suspension of
natural economic law. Take the shackles off business. Make it
possible for business to function as business. Give us a bill that will
reduce taxes so that business and industry may distribute profits and
have enough left for replacement and venture into new enterprise.
Reduce the load that business' mupt carry of subsidizing the non-
productive at the expense of the productive. Give us lower individual
taxes so that people can save for old age instead of being dependent

S / , ]
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upon Government which impoverishes them during their productive
years and then gives them a small part back as a "benefit." Give us
a sound currency, upon which-we can rely. This will be a full produc-
tion bill. Pass it and see what happens.

In large measure your decision will determine whether our free
society of contract will be maintained and strengthened, or whether
we are to choose to revert to the ancient pattern of status and servi-
tude from which our forefathers made their escape. The burden upon
C is heavy. You will be running counter to the current fashion.

ut you will be embarking our society again upon the road that made
it great, from which it has been detoured for 16 years. We appeal to
your insight, patriotism, honesty, and good judgment. We ask you
to reject this bill. We ask you not only to reject it, but to substitute
for it sound legislation which will bring the true social security we all
want, but which this bill can only pretend to offer.

We ask you, not as repeating a catchword or slogan, but seriously
and earnestly, to reject the philosophy of status and to reestablish
the principle of freedom as the great test of all legislation and the
dynamic energy of the American society.

Senator KEan. Dr. Griffith, do you have anything further for the
record?

Dr. GRIFFITH. May I submit a little additional memorandum on
this matter of the investment of the bonds?

Senator KERR. I would be delighted if you would do that.
Dr. GRIFFITH. Thank you.
(The memorandum referred to follows:)

STATEMENT SUBMITrED BY H. 'M. GRIFFITH, VICE PRESIDENT, NATIONAL
EcoNoMic COUNCIL, INC., NEw YORK, N. Y.

There are several "trust funds" established by law on which the Government
is crediting and paying large sums as earnings or interest from alleged investments
of the funds in Federal securities, the ones with which your subcommittee is

primarily concerned being the "Federal Old-Age and Survivors' Insurance Trust
und" and the "Unemployment Trust Fund."
As to the former "trust fund," the Social Security Act provides that:
"There is created on the books of the Treasury a trust fund to be known as the

Federal Old-Age and Survivors' Insurance Trust Fund," which, under the act,
is to be managed by a Board of Trustees.

As to the latter "trust fund," the Social Security Act provides:
"There is established in the Treasury of the United States a trust fund to be

known as the 'Unemployment Trust Fund," for the management of which no
board of trustees appears to have been provided.

Both "trust funds" are authorized to be invested in securities of the United
States to the extent to which they are not needed for payments to beneficiaries
named in the act; and interest or earnings from such investments are to be credited
to the respective funds.

I am told that the Treasury Department and the General Accounting Office
will disclose that, at least as to the Unemployment Trust Fund, created with
taxes collected in the States from employers of labor, has never been established
as a "trust fund" In the Treasury, as required; but that the fund has been, and
is being, handled as a special deposit account.

Inquiry of the agencies mentioned will also disclose that, if the funds were
established and handled as true trust funds, warrants covering expenditures and
investments therefrom would have to be countersigned by the Comptroller Gen-
eral which is not required in the case of withdrawals from special deposit accounts.
Such Investments of the funds are, therefore, without supervision by the Comp*
troller General. The writer is informed and believes that as far back as 1937,
the Treasury Department was requested to establish the Unemployment Trust
Fund as a true "trust fund," but it never did so, and no report of the failure waa
made to the Congress.
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The view that these funds are not, in fact, treated and handled as true "trust
funds," but are really handled without regard to specific and plain provisions of
law, finds support in the following language found at page M47 of the 1951 Budget
Message:

"7VTus accounts.-Under the old-age and survivors insurance, railroad retire-
mnent, and Federal employee retirement programs, benefit disbursements are
made from the trust funds and are not included In Budget expenditures. On
the receipts side, the pay-roll contributions for old-age and survivors Insurance
are transferred directlS' to the trust fund and not included in total Budget receipts.
Receipts and payments under the proposed health Insurance plan would also be
handled in this manner. Railroad retirement taxes, on the other hand, are in-
cluded in total Budget receipts and are transferred to the trust account as a Budget
expenditure. The Government contribution to.its employee retirement. funds Is,
of course, a budget expenditure (classified under general govenimont)."

The undersigned is informed and believes that no real investment of the "trust
funds" are ever made but that, instead, those charged with handling the "invest-
nents" merely prepare memoranda reciting and purporting to show that, on given
dates, certain parts of the funds have been or are invested in specified Federal
securities; and that, thereafter, credits are made of interest or earnings to the
respective funds in keeping with such memoranda. In other words, it, is my
information and belief that the memoianda purporting to show investments are
nothing more than I 0 U's of the Government, in the nature of an unexceuted
broker a order against which named securities are never issued to the purported
)urehaser. My sincere belief is that the alleged "investments" of the trust funds

in Government securities are mere paper transactions, and that securities are not,
in fact, issued to the funds purportedly used in making the "investments."

At, page M48 of the 1951 budget message there is found this statement:
"The money in these trust funds IN Invested in Governmeiit securities, and the

interest earned is added to the principal of each trust fund. Accumulated assets
now total $18 000,000,000."

The Social Security Act merely authorizes the crediting of interest or earnings
to the respective funds, aid no provision is made for reinvestment of earnings
credited. Generally speaking, interest on interest, or compound interest, is not
payable in the absence of clear and specific provision or law or contract, for rein-
vestment and payment of such interest. The writer is informed, however, that
the Government is "reinvesting" Interest credited to the "trust funds," and is,
in effect, paying compound interest thereon.

At page M83 of the 1951 budget message, under the heading "Interest on the
Public Debt," this statement is found:

"Apart from thk nonrecurring item, total interest payments will continue to
rise in the fiscal year 1951. Each year more of the savingK bonds sold during the
war reach the stage where interest accrues at higher rates, Moreover, continuing
accumulation of Government trust funds will cause further increases in special
issues to such funds of obligations bearing rates of interest higher than the average
oil the entire public debt. Finally, the budget deficits this year and next will add
to the total volume of interest-bearing debt.

"Interest payments on the Federal debt are widely distributed, amnd represent a
particularly important source of income to certain institutions and groups.
Almost $2,000,000,000 of interest il the fiscal year 1951 is expected to go to
individuals and unincorporated businesses. * * * Another $1,000,000,000
will go to Government retirement funds, social security funds, and various other
Government trust funds to build up reserves out of which future benefits will be
paid. * * *"

It is thus seen that the so-called trust funds are being handled in a questionable
way and manner; that they are operating greatly to Increase not only the public
debt, but also to increase at an alarming rate the rapidly-growing interest on that
debt.

Seemingly, while Congress makes no direct contribution in the form of appro-
priations to the trust funds, those funds are being augmented and supplemented
through "Interest" or "earnings" credited td them at the ultimate expense of the
taxpayers, and to the enlargement of Interest on the public debt.

It is the writer's sincere belief that, if this or some other committee of Congress
will Investigate the way and manner -in which the so-called "trust funds" have
been, and are being, handled, including thqIr "investments" in Federal securities,
some very startling facts will be. developed that will lemd strong support for the
views I have expressed to your subcommittee.
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(At the coniclusion of the hearing, Senator Kerr asked that a
summary of the methods of operation and the investment procedures
of the Old-Age and Survivors Insurance Trust Fund be obtained from
the Social Security Administration and inserted in the record. The
material submitted by the Social Security Administration is as
follows:)

Tiie FINANCING OF TilE FEDERAL OLD-Ank, AN)St}URVIVORSs INSURANCE PRORAIAM

This statement describes the collection of contributions and the investments of
funds of the old-age and survivors' insurance program.

PAYMENT OF CONTRIBUTIONS

The program is financed through compulsory insurance contributions from
covered employers and employees. From 1937, when the program started,
through 1949 the contribution rate was 1 percent of wages up to $3,000 a year
for the employee and I percent for the empllver. lcginiig ii 1950 the rate is
114 percent each; under the present law it is scheduled to increase to 2 percent
each in 1952 (sees. 1400 and 1410 of the Internal Revenue Code).

The employer deducts the worker's contribution from his pay check every
pay day. I'hle employer is required by law to give the worker a statement showing
tile amount of iis wages slid the amount of old-age and survivors' insurance
contributions which have been deducted.

The employer matches the contributions of his employees with all equal amount,
and sends the total contributions to the local collector of internal revenue. The
collector transmits the contributions and the quarterly wage reports to the
Treasury Department. The contributions are paid into the Federal Treasury
as internal revenue collections, and the quarterly wage reports are sent to tie
Bureau of Old-Age and Survivors Insurance in Baltimore to be credited to the
workers' accounts.

DISPOSITION OF THP CONTRIBUTIONS

Section 201 of the Social Security Act specifies that each fiscal year there
shall be appropriated to the Federal old-age and survivors insurance trust
fund amounts equal to 100 percent of the contributions collected during the
ear, together with interest, penalties and atly other additions to the taxes.
'his appropriation is automatic; it is not dependent on action by each successive

Congress. The amount received in contributions is credited to the trust fund as
received. The law provides that the amounts in the trust fund call be used only
to pay the benefits and administrative expenses of the old-age and survivors
insurance program.

MANAGEMENT OF THE TRUST FUND

Section 201 of the Social Security Act also provides that the trust fund shall be
hold by a Board of Trustees composed of the Secretary of the Treasury (who is the
Managing Trustee), the Secretary of Labor, and the federal Security Administra-
tor. The law provides that the Managing Trustee shall invest that part of the
trust fund which is not required to meet current withdrawals in interest-bearing
obligations of the United States (that is, in United States Government securities)
or in obligations guaranteed as to both principal slid interest by the United States.

The obligations in which the trust fund may be invested include outstanding
issues of the Government, which may be purchased at the market price, and obli-
gations issued directly to the trust fund. Tile special obligations issued directly
to the fund must bear interest at a rate equal to the average rate of interest borne
by all interest-bearing obligations of the United States fonuing a part of the public
debt. They may be issued only if the Managing Trustee determines that the pur-
chase of other obligations is not in the public interest.

The purchase by the old-age and survivors trust fund of special obligations, other
Government obligations, or Government-guaranteed obligations at issue rather
than in the open market makes available to the general fund of the Treasury the
amounts so invested. The transaction is equivalent to the Treasury's selling obli-
gations to the public and receiving cash. Instead of private investors or banks as
creditors of the Treasury, however, the old-age and survivors insurance trust fund
is the creditor. Special obligations and other Government securities acquired at
issue as investments of the trust fund appear in the Treasury statement as addi-
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same as the old-age and survivors insurance fund, it has never been charged that
civil-service employees, veterans, or railroad employees will have to pay twice
for their insurance.

Many State and local retirement systems have invested part of their funds in
United States bonds. So have private insurance companies. It is not claimed,
nor would It be true if it were claimed, that persons contributing to these plans
have to pay twice for their insurance.

The following statement Is taken from a 1945 report entitled "Social Security"
by the social-security committees of American Life Convention, Life Insurance
Association of America, and the National Association of Life Underwriters:

"USES OF A RESERVE FUND

"Taxes paid in excess of outgo for old-ago and survivors insurance have so far
accumulated a reserve fund of about $6,000,000,000, all of which, except for a
relatively small amount of cash, has been invested in United States Government
bonds. 'In addition to the present and future levy of pay-roll taxes on workers
and their employers, other taxes must be levied in the future in order to pay
interest and principal on these bonds. If this isiso, 'Why,' it is sometimes asked,
'should pay-roll taxes to create a reserve fund be collected in the first lacc?' In
other words, it is claimed by some that the Investment of old.age and survivors
insurance receipts In Government bonds is unsound, because the Government
spends the money and the only assets the system has to show for it are in effect
Treasury 1 0 U's to itself.

"The first step in understanding the problem is to agree that pay-roll taxes are
collected so that workers may currently make a contribution to the support of the
old-age and survivors Insurance system from which they hope later to benefit.
The money might conceivably be held in the form of cash to be used when needed.
However, the Government must currently borrow lrge sums, and will later need
similar large amounts for refinancing at least some of its rapidly maturing obliga-
tions. It is reasonable for the old-age and survivors Insurance system, if it has
funds available, to take advantage of this opportunity to earn interest on Its
money by purchasing Government bonds. Moreover, Government bonds held
In the old-ae and survivors insurance trust fund can be converted into cash.
The regular Treasury issues held may be sold directly to the public, and the special
Treasury issues which are not negotiable are redeemable by the Treasury which
can obtain the money by selling to the public an equivalent amount of its regular
securities.

"Furthermore, the apparent double taxation does not Involve an avoidable
burden if it can be assumed that the excess of income over outgo which creates the
reserve fund is used by the Government for some essential purpose, and does not
by its existence and availability stimulate unnecessary expenditures. The pur-
chasing of bonds by the old-age and survivors insurance system means that later
on, when it needs money in excess of pay-rll tax receipts In order to pay benefits,
the interest (raised of course by general taxation) on the bonds will be available
to meet the additional benefit load. However if the bnds had not been bought
by the system but were in the hands of the public, then not only would theinterest on the bonds have to be raised by general taxation, but additional general
taxes would have to be levied to cover the deficit in old-age and survivors insur-ance operations. Current pay-roll taxation to create a reserve fund therefore
makes possile the use of interest, which the Goverument has to raise by taxation
anyway, for a purpose which would otherwise require further general taxation on

Its own account.
"It is evident, therefore, that the existence of a reserve fund, especially when

created under conditions of deficit financing, may tend to lighten the future
burden of old-sge and survivors Insurance on the Federal budget. This analysis
is not presented as an argument for a full-reserve plan. Such a plan, while of
financial use, is not necessary or even desirable. Its usefulness, furthermore,
is predicated on the assumption that it can be protected from political raids in-
tended to divert it to some undeserving purpose such as unwarranted additional
benefits. Rather, the -analysis is presented: to emphasize that the reasons why
the fuil-reserve pfan should not be adopted rest, under present conditions, upon
other grounds."

• J/
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TABLE 1.-Staternent of operations on the Federal old-age and survivors insurance
trust fund during the fiscal year 1949 1

Total assets of the trust fund, June 30, 1048 ------------- $10, 046, 681, 157. 89

Receipts, fiscal year 1949:
Appropriations equivalent to contributions collected 1, 690, 295, 704. 58
Transfers from general fund ------------------------ 3, 279, 400. 00
Interest and profits on investments ----------------- 230, 194, 240. 15

Total receipts ---------------------------------- 1,923, 769, 344. 73

Disbursements, fiscal year 1949:
Benefit payments --------------------------------- 607, 036, 339. 93
Administrative expenses --------------------------- 53, 464, 876. I1

Total disbursements ---------------------------- 660, 501, 215. 04

Net addition to trust fund ----------------------- - 1, 263, 268, 129. 69

Total assets of the trust fund, June 30, 1949 ------- 11, 309, 949, 287. 58
I On the basis of the Daily Statement of the U. S. Treasury.

TABLE 2.-Assets of Federal old-age and survivors insurance trust fund, by type, at
end of fiscal years 1948 and 1949 1

June 30, 1948 June 30, 1949

Par value Principal cost Par value Principal costI

Investments: Treasury bonds (pub.
lie Issues):

percent bonds of 159-2 .... $4.20300 4,222.974.87 .205,0(3 $4,222074.87
2 -percent bonds of 1962-67 .... A8, 0o) 58,9W9,070.33 44,650. 000 W5 909,073. 33
2-peroent bonds of (3-68... 116.480,000 116. 777,9M. 79 116,490,000 116,777. M3.79
2 -percent bonds of 196&69... 83.654,000 84,116, 525.45 83,654,000 84, 116, 92.5.45
2,percent bonds of 1965-70 .... 455,447, 5W 3 454, 062, 134.34 4&5,447,.0 456, 043,C47.54
2tipereent bonds of 196I-71 .... 305.677, 500 305,848, 05. 58 305,677.,00 5W V%48, %& 58
2 -percent bonds of 1967-72.... 1,97. 23, 250 1, 20, 1, 552.46 1,197,023.2.50 tl,201,751,20& 25

Total Treasury bonds ........ 2,221,137,250 2.227.779,2,56.82 2,221,137.250 Z 227,670,22& 81

Special Issues: Cerktiicates of In.
dSbtedwsss: 25.i-percent cortiff.
cates:

Maturing June 30,1949 ......... 7,709,0006000 7,709,000,000.00 ...................................
Maturing June 30,1IM ........................................... 9,0 03.000, O0 9,003,000000.00

Total special issues ........... 7,700,000,000 7.709.000, 0 00 9,03,0 00,000 9. 003, 000, O 00

Total Investments ........... 9,30,137,2W 9,93,7d.,25 882 11,22t. 137,2 0 11,230,670,225.81
Uninvestod balances:

To credit of fund account ...................... 35014,80.78 ................ 12,409,429.90
To credit of disbursing officer .............. 74.887.040. 29 ................ , 869.631.87

Total usets .................................. 10, 04. 681,157.89 ............... 11,3W9,949,287.58

I On basis of daily statement of the U, 8. Treasury.
Oross pechase price less amount paid for accrued interest.
Includes8,636.90 accrued Interest pett on Investments.

'Includes $6,756.42 accrued Interest paid on Investments.

Senator KERR. The next witness is Mrs. Myrtle Williams, director,
State Department of Social Welfare, Sacramento, Calif.

STATEMENT OF MRS. MYRTLE WILLIAMS, DIRECTOR, STATE
DEPARTMENT OF SOCIAL WELFARE, SACRAMENTO, CALIF.

Mrs. WILLIAMS. Mr. Chairman and members of the Senate Finance
Committee: My name is Myrtle Williams. I am the director of the
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State Department of Social Welfare of the State of California, with
offices in Sacramento.

Inasmuch as your honorable body is now holding hearings on H. R.
6000, I wish to propose amendments to tile public assistance part of
the Social Security Act now titles I, IV, and X.
. The public assistance part of the Social Security Act is restrictive
and is in great need of clarification by liberal amendments and the
establishment of standards as to the qualifications of recipients and a
new standard of maximum payments should be set by Congress, ad-
justed to present-day conditions.

I propose:
1. That title I be amended to increase the present ceiling on pay-

ments to $75 per month and that it include a graduated matching from
50 percent to 75 percent according to the per capita income of the
State. This means that the Federal Government will match any
State to whatever amount it may desire to give those receiving old-age
and blind assistance, and the Stotes whose per capita income is lowest
will receive three Federal dollars to the State's one dollar.

The result of this amendment will encourage uniform higher grants
for those on old age and blind assistance throughout the entire Nation.

2. Our present payment of pensions in California to those 63 years
of age and older has ihown the desirability of Federal matching of the
payments at that age.

3. A recipient of old age and blind assistance should be permitted
to have outside income and/or resources of a value of $30 a month
over and above their pension rant of $75 per month. Should their
income be greater it can be deducted from their combined income
unless their needs are greater than this combined total. rhis would
permit a recipient to have a small outside income or resources such as
free rent, ownership of home, old age benefits or veterans' widows'
pension up to the amount of $30 without having the entire amount
deducted from their grant as our Federal assistance laws require today.
]Phis amendment will also encourage the recipients to be profitably
engaged in minor pursuits such as mowing of lawns, washing windows,
housework, care of children, and so forth. It will also tend to take
up the slack in the Social Security Act dealing in old age and survivors'
benefits where the monthly payments are insufficient to take care of
the needs of the beneficiary.

4. A provision should be made for Federal funds for hospitalization,
medical and health services with choice of recognized practitioner re-
tained by the recipient. Under the present law while medical needs
are recognized as essential communities have lrd to assume the entire
burden, of hospitalization and medical expense to the detriment of
both 4he recipient and the community taxpayer. The majority of
recipients are deprived of minor health needs under the present lack of
Federal participation.

5. I do not believe that the present 5 years State maximum resi-
dence requirement called for under the Social Security Act for those
on old-age and blind assistance should be decreased until an oppor-
tunity has been given to all of the States under these amendments to
increase the amount of their grants to a greater uniformity among the
States.

6. A provision should be added to the Federal assistance laws that
no condition Of aid to the aged and blind shall require enforced con-

M5
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tributions from their children or other relatives. Those who apply
for old-age and blind assistance should be able to receive it upon their
own qualification of need. Such a provision if adopted will not pro-
hibit children from contributing to their parents' support if they are
able to do so on moral grounds. "Support your relatives" or "re-
sponsible relatives" clauses are in common use in most States although
they are not a Federal requirement. They are used as an excuse to
deny aid; where a responsible relative scale is used the cost of collec-
tion often exceeds the amount collected. There is considerable re-
sentment upon the part of the needy and aged and blind against this
obnoxious law as it has caused a great deal of misunderstanding and
hard feeling within families in addition to resulting in many broken
homes. In California where this law was repealed it has cut down the
expense of case work considerably.

7. In our State, recent experience proves the desirability of Federal
and State administration. Only by State administration can there
be complete uniformity and impartial handling of all cases, at the
lowest possible administrative cost.

8. Only by Federal law establishing "need" can there be uniformity
throughout the 48 States. Pensioners should be permitted to have
their own home, household furnishings and at least $1,500 personal
property. They should not be required to transfer to the State title
to any property owned by applicant or recipient as a condition to
receiving such aid.

CHILD WELFARE

The present ceiling of Federal contributions to the States for aid
to needy children should be raised and the qualifications liberalized to
meet existing economic conditions.

GENERAL RELIEF

The States' present programs for direct relief, commonly known as
charity are inadequate inasmuch as the entire burden is assumed by
the local communities. Therefore, I recommend a new title to the
present public assistance program under the Social Security Act to
deal with public relief without requirement as to residence for such
aid. Federal participation in direct relief will assure that no one in
need. in this country shall be deprived of the necessities of life.

SURPLUS FOOD COMMODITIES

In the San Joaquin Valley of California 28 children recently starved
to death-the doctors described it as malnutrition. These were the
children of migratory workers-at any rate they were children, even
asyours and mine.

With. warehouses bulging with surplus food commodities purchased
and already paid for by the Government from farmers to uphold
prices it seems almost unbelievable that this surplus food cannot be
distributed among all classes of needy people including migratory
workers. Certainly some practical means of preventing repetition of
such a tragedy in our land of plenty can be included in our law.

In summary, permit me to say that if "H. R. 6000 will be amended
to include the suggestions that I have made, it is my humble opinion
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that. it will go it long way toward solving tho social-security and public-
assistance problems now facing our country.

Senator KERR. Thank you, Mrs. Williams.
Mrs. WILLIAmS. Thank you, Mr. Chairman, for this opportunity

to submit m" statement.
Senator ltmut. I have a statement of Mr. Ben Koenig, chairman

of the California Social Velfare Board. Without objection it, will he
inserted in the :'eord at this point.

(Tie statement is as follows:)

STATM NT OF IKN 1(OENI(t, CuHAlaMAN Oil TIIF, SOCIAL WIt'ARN., IlOAHI, STA-I'
OF CALIFORNIA, IOiLYWOOD, CALIF.

Mr. Chairman and members of the Senato Fiance Committece, my name is
Ben Koenig. I mn the chairman of a group of sovon men and women anointed
by the Governor of California to serve as the California State Social Welfare
Board. This board has the power and duty to adopt, promulgate, repeal, and
amend rules and regulations consistent with the law for tho administration of
welfare in California. It also advises the director in the performance of his duties,
and formulates general policies affecting the purposes, responsibilities, ald juris-
(fetion of the State department of social welfare. The statement of Mrs. Myrtle
Williams does not represent the views of the governing body of that department,
the social welfare hoard. Mrs. Williams will be separated from the department
February 28, 1950, by virtue of article XXVII, which was passed by the people of
California in general election, November 8, 1949.

In order to acquaint you with the size of the roblein in California, I am out-
lining below our case load and expenditure items for the month of December 1049
for those programs in which the Federal Government participates:

1'rogram~i IReclplits 'eTotal expoi. AveragO

ditumr grant

Old-age swcurlty ....... ............................... 272,706 $3,291, ,70.74
Bectrity for the blind .................................... 9, W3 71.l 172 82.57
Ald to iemly children ....................................... 85, 26 4,314,617 50. :

1. OL.D-AOPi AND SURViVORS INSURANCE

lit view of the above figures, and also because it is sotind social police', we
believe that extending the coverage and Inereasing the benlits of ohd-age and
survivors insurance program is in order. We are very much interested in the
objective of reduciug the assistance categories so thAt eventually the OASI
program will provide adequate coverage for the needs of the people. It is of sig-
nificance to note that the State of California, even with a proportionately large
number of agricultural workers not Included in Social Security Act, finds it
necessary to supplement with assistance one-fourth of tile retired old age and
survivors insurance beneficiaries.

9. OLD-AOE SECURITY

. The provision of 11. R. 6000 with reference to Federal sharing does not increase
to any appreciable extent the amount of Federal money to bl granted to California.
This is te because 95 percent of tie reelponts lIn (allforl a receive i excess of
$50 per month, Therefore, California will receive only a small benefit fromt this
change.

There is no doubt that Increased Federal sharing will result in higher paynents
in those States with low grants. We belley that this may discourage interstate
migration for relief benefits.

3. MEDICAL CARE:

Present provisions of i1. R. 000 'rlatJng to nedical-care payments will not
benefit most of the recipients of. Califoviia because 05 percent, of (7alifornia's
recipient receive in excess of the $50 Federal sharing base. We think that the
bill should be handed to provide for Federal participation In a fixed sim for such
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inedical care, such sum to be in addition to t he grant to t he individual. We
would concur with your Advisory outincil's recommnendation that 50 percent of
Federal reimbursemuiut of the cost of medical as.sistance should be furnished to
recipients in an amount not to exceed $11 a month tintes the adult case load, and
$3 a mouth times the total nuber of children receiving aAsiqtaliee.

We believe that the provisions relative to paylnent.4 to lermons confined In
I whlie medical ist itutiolus will enable tie public instittioual facilities to provide
more adequate enstodlial care to those in mned. In addition, it may encourage
the public agencies to (large their facilities to meet the needs of t.aliforlia's.
increased population. For many years, (alifornia, has licensed Itri%,ov . institu-
lions caring for aged persons, and therefore the inelkision of public institutions,
within a similar licensing requirtent would be an advantage i list both public
aud private iiistitltions would have to maintain tlhe anie mlinim standards
of care.

4. All) To TIlE BLIND

The proposed Federal sharing formula under tle aid-to-the-blimud program.
would not have a material effect on the anmounit of Federal noneys helig paid
to the State of C'alifornia, because only 2 percent of our blind recipients have
grants which are less than the Federal slarling bas of $50.

''he allowance of it $50 per month earned income to aid to blind recipient. for
the primary pur )(se of rehabilitation is in our opinion progressive legislation.
The State of (al ifornia for the past 9 years- has operated a State and county
financed program for blind person. permittig an exeplt earned income of $SO0
ler year. At the present time we tave almost 600 persons receiving assistance
under this State program and working out their Plan of rehabilitation toward tile
goal of self-support. Our experience shows that such nit earned income exemip-
tion provision etcolirages blind persouls to inore adequately assuine their rightful
place in the colluity.

8. All) TO Tie PEtMANENTLY AND TOTAI.lV l}lSALi.Ei)

The inclusion of a new category, "Aid to the perniauently and totally disabled,"
is recommended with the sugges'4tiot that a more workable definition Ie adopted.
Our experience in California under the aid to needy children's program which
provided that the parent be totally aid perinatientlv disabled before qualifying
for aid proved to be very difficult to administer. One of the basic reasons for
this was that the medical profession was hesitant to make a prognosis that the
individual wa. "permanently and totally disabled." If a strict and literal defini-
tion is adopted, the number of cases to be benefited tinder this category would
be very limited. lit 1949 our State legislature changed the aid to needy children
law and eliminated the requirement of such a definition of pernanently and
totally disabled. We recommend that this category of a.s lJtance apply to
disabled individuals, leaving to the States to determine the degree of disability
required for eligibility to aid.

6. AID TO iEPENi)ENT CUILDiHEN

The Inclusion in the aid to dependent children's law of the mother or other
relative caring for the child as a part of Federal sharing of the cost of assistance
Is a realistic approach in maintaining tlhe family unit. In California, we allow
twice as much for the first child as we do for the second and additional children,
which in effect helps to provide maintenance for the mother or other relative
caring for the child. Vo are very hopeful that Congress will give recognition to
the need for sharing in the cost of food, housing, and other necessities needed by
the caretaker of the children.

The provision in the aid to dependent children's law with reference notifying
appropriate law-enforcenent officers when children have been deserted or absn-
dolled Is difficult to administer and results In disruption of family relationships.
This Is particularly true when such referrals are mado as a routine matter. 1For
a number of years California had such a provision in its law as an eligibility re-
quirenint until the legislature repealed the section in 19.15. It was found that
results were so negliible in a large number of cases that law-enforcement officers
were reluctant too initate action. This State now pursues the policy of referring
on a selective basis where legal action appears to be justified and may result in
some benefit to the recipient. It is because of our experience that we recommend
that If. It. 6000 be amended to provide that the referral to law-enforcement
officers be on a selective instead of a mandatory routine basis.
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7. CHILD 1% ElAR}; IERVI(|CF

The present Federal allotment to Califorihl for chil,-welfan service, i- tuod
In Its entirety ati| Is atigittitIhv Stato and coility f Wued. ', htoovr,
still havo ztlmny more requets to awsht local welfare, depart mmewts it tinamclniu
local chid-\welfar. programs thaim can he granted from availahhlo '11dus. We
believe lhat an icreased Federal npprop)rIation will lu'p pr,,vmw the break-up
of lhonies, will st rngthon famil li fe, au'd \vii ,luim juvoenilo deiqu lk,. 'lrhis
can be done by providing .killed masw work services, and dveopinut eh|ild-welfaro
Wt"igrains Ilk rural rommli11l i 'es whire such resotirces ar, uow lau'king aumd ilmunot
he provided wvithoult Federal asmsistanee. We, therefore,, \varml v euitolor tho
ilnreased allotmnt for Chid Welfaro Services niade availhhle, 1 v1. It. 6001110.

I wvish to thank the eonnittet for giviuz me the oplport tlity for pre-seitiug tihis
statentit to yel on behalf of tho Soeial Welfare Board of the State of 'aliforutia.

Senator Kittam. Mr. E. S. 1hull,

STATEMENT OF EDWIN S. HALL, FARMINOTON, CONN.

Mr. IrAi!h, \fr. Chairman, I can save tlime if I stick ralthur closely
to the text of Iny statellit.

Senator Kvntli. You hav thiit privilege.
Mr. l.i,, Most of you know my iilie: Edwhi S. lUit, C(oiitcti-

cut Yankee. Our branch of the li01 lhnt sought freceloin froill I.'nighlind
inl Saln1, Masq., in 1632. My ' igret, inch, iUnothy oill, M. )., of
East 1lartford, wast a surgeon in General ashingjons ariuy. \y
lather, Edwin V. NI., M. I)., was a loiueopathi, plhy.iciau, tilt, wise.At
nian I ever knew. At Yale, class of ISS , he learned lonoi froll
Williani Grahai Smmeir, andI taught iti' timu, virluics of private eniter-
priso anid " tarill for revenue only," before I could rend. Iis iothor'.
father was Cosar Mailan, genius extraordinary, the free, preacher of
Switzerland.

My mother's people arrived at. Fair hven, ('onn., IfrXn Nnglald
oil the firt boat, about 1640, and internarrit-d with the natives. I
amx an Aniercan, educated in tie public -chools of New haven, with
degree front Yale and the Unhivisity of Colorado-nclrhani, lniiCliii-
ist, pattern maker, draftsman, jack'of all trades and master of lnany
at home in the shop or in the front office, research engineer iid
registered patent attorney.

Why should a research engineer be trying to show you how to write
social security law? Becanso the rigiit answer. to thea social security
problem is easy, but yen have been so busy and overburdened doing
it the hard way that .you have not had tie to sea the right answer.
The left answer to thi s aid other problems of capitalismi is the wrong
answer. The wrong answer is full of trouble, laborious, requires ever
more legislation "to extend and improve" it. II. R. 6000 is a notorious
exaniple.

The right answer is easy, its burden is light, but it, is possible only
as part of the right answer to tihe basic problems of capitalisml.
Eighteen years agoa, my Diesel engine researeli iiterruptedby the
depression, I undertook tile most necessary research of all: to find
and get the "bugs" out of the evonowie machine. "Booni and hust.",
unemployment, big bureaucracy, inflation by deficit spendill, high
prices, strikes, high taxes: these are only symptoms s of socialization,
the malignant disease that betrays freedom, that has ruined ev',.'v
nation and every civilization since the world began. Bread anti t ho
circus (social security) ruined Rdme. Socialism is killing British,
freedom and prevents therecovery of Europe. In Russia, freedomn has
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loug since been liquidated. In China, the Nationalist (lovermunent is
on the run from communism. In America, business and our free way
of life are on the run--blasted by the saint' storm, and for tle same
reasor--sick unto death with the same disease. There are no pan-
aceas. Laws which sup press the symptoms only complicate and
aggravate the disease. The only hope of curing our sickness is to
remove its cause.

The faults of capitalism are the cause of socialization. Capitalism,
the natural free-market business system, grew up from feudalism in
conformity with live of the seven natural laws of economics (the laws
of human action in regard to wealth), by trying to break the other
two, the laws of freedom and honesty. But natural laws are unbreak-
able. Trying always to break two of the seven, made so much trouble
that the people criod out, and invented 57 varieties of socialism.
'But socialism is a heavenly system, unworkable hero below. It tries
to break all seven of the economic laws, and turns out to be three-
and-a-half times worse than capitalism.

For the seven laws of economics, see: ''oday's Sermon at Valley
Forgo, awarded a medal by Freedoms Foundation. It will be published
shortly in Life, if you, every one of you, will write to Henry Luce and
ask him to publish it now. The demand for that. sermon is fantastic.
Vladimir Petrov who wrote Soviet Gold has begged for a copy to
translate into Russian.

We cannot break natural laws. We cannot repeal them. Whon we
legislate against them, we got results opposite to those we planned,
but the results are contradictory, and require ever more legislation
"to extend and improve" the contra(lictions-coml)lications, com-
plexities, confusion confounded. Congress, knowing only the left
answer, is overworked, legislating America into socialized hell.
Most of your burdens are worse than useless. It is better to do nothing
than to do the wrong thing. Stop, think, understand that there is
a right answer, to wit: Correct the two faults of capitalism. Design
the economic machine to conform to all seven of the economic laws.
Remove the cause of the disease. Then the symptoms would all
disappear. Economic health would return to us, to stay. American
prosperity would shine with a light so bright as to burn a hole in every
iron curtain, a cutting torch, a lighthouse guiding mankind on the
honest road t- economic freedom.

And social security? We can have it, the right of every American
to know that if hard luck should strike, social security benefits would
keep the wolf away from his door. The security of knowing that,
whatever your previous condition of servitude, military or other, you
could receive adequate social security benefits whenever you may be
in need and unable to earn enough to support and care for yourself
and your dependents by reason of accident, disease, the care of chil-
dren, the infirmities of age, job obsolescence or involuntary unemnploy-
ment. That is social security. Thte is magie in it-and millions
of votes.

But there is no social security in 11. R. 6000. Chapter 9 of the
code is not social security; it is a socialized nightmare, misconceived
by hypocrisy out of delusion. 'rho only honest thing about it is its
title, 44Employmont taxes." In the beginning of 11. R. 6000, it was
proposed to delete even that bit of honesty by substituting the word
'contributions." 11. R. 6000 is a bill to cover some of the self-

6eO3--5e-Dt. -ST I
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employed with employment taxes, and for other purposes. It. is not,
a bill to extend an( imiiprove social security. You cannot extend and
improve a rotten egg.
The concept of social security as an insurance system is a phony, not

even constitutional. Insurance is a business, l roperly handled by
private enterprise, not by Government. It. is not the duty, it. is not.
the right, of Governntetl4 to compel its citizens to buy hnadeq uate
insurance. If an American citizen wants to buy an alnuity, lie is
still free to do so, and he can choose from a number of reliable in-
surance companies. The free competition between them assures
him that lie will receive, in full, the best possible return for his premi-
ums. But there is no such assurance when the insurance is comnpul-
sory and handled by a political monopoly, the biggest and worst
monopoly of all, whose trustees can, and do, waste and dissipate tie
trust funds in a way which would land the trustee of a private insur-
aneo company in the penitentiary.

Our old age and survivors' insurance system is a fraud. H. R.
6000 would extend and improve a fraud. it would cover some more,
who are not employees, with employment taxes-not with benefits-
200 pages of double-talk, "quarters of coverage," "primary insurance
amount," "base amount," "average monthly -wage," "self-employ-
ment income," "continuation factor years," "recomputation of bene-
fits." And a three-page definition of "employee," printed twice, two
of the four sections of which begin with the profound observation that.
"an employee is one who has the status of an employee * " *."

No two out of five Philadelphia lawyers could figure your benefits
under this amazing piece of socialized 'lunacy and come up with the
same answer. Yet this bill is the product of 8 months of hard labor
by the Committee on Ways and Means, egged on by the unregistered
lobbyists from the Social Security Agency who invited themselves into
the executive sessions of the conmitteeW, all working madly and with
the best of intentions to give some more voters some more of nothing
for something. Social security? None. Hell is paved with good
intentions.

The contributory principle in social security is wrong, wasteful,
expensive to administer, not even workable. The assistance part of
the program already tends to run ahead of it in many States. There
must be a better way. We, as a people, do ot like to see hunger and
misery in our midst. We are willing, a" a society, to take care of the
unfortunate. We all pay taxes; let's take care of all needy citizens.
That is genuine social security. How can we do it efficiently, at
lowest cost to the taxpayers?

The right answer to this social security problem wold be easy,
starting from scratch; it is impossible under the Internal Revenue
Code. What is wrong with the code? It is the most sinister Com-
munist conspiracy in America today.

In the Communist Manifesto, 'Karl Marx said:
These 10 measures will be pretty generally applicable to bring about the

abolition of private property-
in other words, the destruction of freedom. And we, in free America,
use 8 of his 10 commandments of communism in our Federal tax
system. For details, see my forthcoming book, the Honest Road to
Economit Freedom, chapter V; Karl Marx has his Hand in Your
Pocket. I
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We are taxing private enterprise out of business-unnecessarily.
We could collect the revenue more easily by the simple tax system
recommended by Adam Smith in the, Wealth of Nations. Here's
his tax philosophy, condensed:

Tile people should be taxed in proportion to their incomes, at the time and in the
manner most convenient for them. The amount, time, and manner of payment
ought to be clear and plain to all without need of experts. The tax should not
require a great. army of officers whose salaries would eat up the greater part of the
revenues: nor should it obstruct tle industry of the people: nor di.courage business
front employing the multitudes; nor set up temptations to evade, with ruinous
penalties for evasion; nor require frequent, odious, oplpressive, or vexatious
examinations by tax gatherers.

Let us pray (from the Book of Common Prayer):
Almighty and most merciful Father, we have erred and strayed from Thy

ways like lost sheep. We have left undone those things which we ought to have
done, and we have done those things whieh we ought not to have (lone; and there
is no health in us. But Thou, 0 Lord, have mercy upon us, miserable offenders.
Spare Thou those, 0 God, who confess their faults; and restore Thou those who
are penitent.

Time for us, in America, to be humbly penitent. The Prosperity
Revenue Act, 11. I. 6453, would repeal the Karl Marx tax laws, and
leave the code clean and brief as though written by Adam Smith.
Chapter 3, on social security, has been recently rewritten, to include
more detail of the right answer to your social-security problem.

May I read, briefly, the essential features of this bill, with especial
ieferenco to chapter 3, which sets up an honest and adequate social-
security system?

Here is a bill with a preamble so outstanding as to make most people
think it. is a joke. It is not.

To equalize taxes; to provide adequate social-security benefits for all American
eltizems: to solve both the wage problem and the pension problem; to untAx private
enterprise and thus stimulate efficient production and full employment; to cut. the
hidden sales taxes out of prices and reduce the high cost of hviig; to provide In-
centive pay for Government employees to raise the efficiency and reduce the cost
of Government; to collect enough revenue to balance the budget, retire the na-
tional debt, and in duo course revalue the dollar; to make the tax rate automati-
cally adjustable to stabilize our economy on a rising standard of living: and to
correct the two basic faults of capitalism, remove the cause of socialization, and
achieve honest and general economic freedom.

'ihis act, may be cited as the "Prosperity Revenue Act."
The following chapters of the Internal 'Revenue Code are hereby repealed and

replaced as Indicated in the following table of contents:

I need not read the table, but. it repeals 95 percent of the Code, about
800,000 words, and sets up in less than 5,000 words, four new chapters,
an adequate tax system.

Chapter 1, definitions. In 25 definitions it defines a free and honest
economy, one that would operate without any strikes, without. any
depressions, because it corrects the two basic faults of capitalism
which cause all this trouble.

May I read some of the more important definitions, especially:
Money: Trite common capital asset.; the accepted medium of exchange, in cur-

reney or credit; a measure of value and a convenient means for storing wealth.
Life: The personal and primary capital asset, more valuable than money. Life

as capital Is the summation between birth and death of skill with respect. to time.
Common ownership: The exclusive rights and responsibilities of possession of

material assets--property-which derive from the investment or equivalent.
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Personal ownership: The exclusive rights and responsibilities of lpOsses'doit of
living assets-tho person as part of a builess or (Jovorinient organization-
which derive from the investmout pf life.

That ip what we lntve forgotten.
Price: Th atnitt of money some of us will take for an item of goods or serv-

ies--work done-and others of 11s aro willing aid ablo to pay for It..
Wages: The price of tho work dtot--a conml)dity-sold to nit vllployer by

an olnloyoo; payielnt given by an emiloyer to one or mioro olnployoes for per.
sonal services performed. lrho termi 'wages" Inchides both wages sid salarle.q.

Not -' Wages, til prico of work done, ar ll'operly determined anl adjusted,
like any other rice, by supply adil dOianl bv compel itiln lit a free lahor market.
II a gi'eli lusiuivss or tlovoriiiiielit organization, therefore, to ilmr- a frit iliarkot,
every eniployee 01hall havo the right, to know the wages of every othe-r ei lioveo.
The self-employed shall pretdetermino their owvI wage., aid their wages , aiii lo
kinowi to thir other employees, if any. \Vagcs, ilelulilng the wlgem of th
sclf-eliploved, ar a lusilei expese.

Fees: Tho contract Irleo of wor" donor by a contractor or profesional individual
or the like. Fees aro not wagos. Fees are charged by anl pald to an iliendent
or seltarato business.

Enployeo: A person working--

here is a definition in a fow lines that ziitkes Sotise. I didn't take
three pages to do it.

A person working for wages, a llirSili working as part of a business or Govern-
inent organlation, not, as a separate btisinmess, a person who sells work do(00, it
commodity, for wages, and at the sani time invests part of his lift, hi it bihsiniess
or Government organization aind thereby owns hilnitlf its part, of the living assets
thereof, a Persoinal owner.

Contractor- A se1arawts business, all indlvhital tr group of ior.ols; working for
fees, a personl or grotip working uiider contract wii iitthier lIisiitess or (tlovert.
inbit orgaiiliatior .

'ilte relationship, whether entployineit or conitract, shall ho agre-ed Upoi by the
palrtles thereto beofore thle accintuiiting begins. Any free jtersoni Iiity di'cide whether

to work a an Olitployee or as all ineolidndent cointraetor with respect, to any
business, but the emtployer shall liot rtillire atiad shall litt hold that tiln, gnilp of
onlployces assitines tio position of contractor, lit y utiImess or (,overtioeit
orgalliation, botlt management ind altor hall lio considered emptlyees, lmrsonal
owners of tleimpslves as the hiinft" sets, thu busluess or (lovermilnent orgalniza-
tion in which they work.

Then I define "business incono," "'biuiness eXpelline," and "l profit "
Do we know what profit is today? We do not, I1OS, of Us. We need
a definition of it.

Profit: The not new wealth lit goods and services produced by the btsilless
during a period of time. The excess of busilnoss liteono over tsltehioss expnso .
The gain froma operating the business.

In other words, profit is the stuff we all want more of. How can there
be any excess profit. IHow can we over have too much of what we
all want more of. It is impossible.

But there you come to this point. In The Wealth of Nations
Adam Smith made two appalling mistakes in his basic economie.,
and one of his mistakes became the cornerstone of socialistic thinking,
and the other one the cornerstone of capitalistic economics. I woUrd
be glad at any time, if you like, to' go into that further, but we havo
had- these two systems, each founded on a fallacy, neit her one of then
perfect, but capitalism much the better of the two because it only
tied to break two of the seven laws instead of all seven of them.

Now chapter 2, Income Tax. Business is tax-exempt. Every
business and Government organization is exempt from income taxa-
tion under this bill, by using trustee's accounting. What is the
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trustee's acounting? That is spweiiied. Fvery ltshwss and (overn-
latent organization shall keel) its accounts like those of a trustee to
show these six things: The current, dollar value of the money capital
invested, the preceding year's pay roll, the' itents of business income,
the items of business expense, the profit. or loss for the year, and the
distribution of said profit, or loss for tle year to the accounts of the
conintOl I oWlnors as measured by the current dollar value of the lioney
invested and to the accounts of the personal ovneri as measured!
by the preceding year's pay roll.

'hey have to ma ke tlint distribution before taxes, too.
Then there is detail in regard to how to set upt your accolunt like

those of a trustee, and that detail was provided "in this bill at. the
request of Bradford Smith, tho economist to the United States
Steel Corp.

Skip over to section 203, Business Growth.
The huslosm may rotain---that Is, plow back--its at additional Investent. as

much a.s It Iluasus from profits for caarrent growth and for retisonablo working
capital, und shall lssie new soeririf's of sniltable attire to reltrsent. the cornrs-
itonling incretese of capital assts if it, ns's Hectirotl's, provIded that 0,ao gh of
the profits be left. fit cash to cover the personal-income-tax lauhbility on the whole
profit.
The distribution of proflit-

this is importnt-

after husitAcss expenso, the husilati tlhall distrihalte the year's profit or loss
before taxes to the aceotants of the comatton and personal owners, the dividend
read over the money Invested and the proedIng year's pay roll, as the neastiro

of the life Invoted. The buslnsom may plow back profits for growth, but shall
distribute the year's profits faa full before taxes to the connton and personal
owners of the material and human a sets of the htashle -as, respectivelv, the d'ldend
payable partly fit asl and partly in new coanatmoat ownershp taxable as part of
)ersonal ineonto equlvaht to the aatouatt of nioatey retalated or plowed back
nto the I iness for eurant growth.

In a atoat1prollt. or (Covrtnatt orgiuaration, the profit that Is, the utspent
portion of the npprolarlation, shall be distributed hi a diviAend one-half retatrned
to the source or the appropriation atd one-half spread over the year's pay roll
of the orgatfratloat fit aatount tip to buat atot exceeding 50 pereant of that. pay
roll. T'ho balatace of the profit, If any, sltatll be retrtrned to the source of thpo
appropriate ion.

That paragraph alone will do more than the Hoover Commission
ever could to load the trains out of Washington.

I might say here that Mr. Coats, of the United States Employment
Service, 3 years ago told me, "Mr. Hall, do you know what you havo
got-?"

I said, "Yes; I have a good idea, but. I atn itot sure that. I under-
stand it."

lHe said, "I will say you have. If you could put that over, 75
perent, of the Department of Labor could go home. I wouldn't care.
1 coul mnaike more monev in business if business were that good."

That is the solution of the problem of the Hoover Commission,
to get our Governtnent employees to want to go home because they
call make otreo maonoy at home.

Collection of income tax at the source. We have a (overmuent
and we have to support it, and no tax bill is worth anything if it
doesn't show how to get the revenue.

Every lusnetss and (Government organization shall withhold from all payanents
made to persoats as consuatlers the single national rate Itneome tax on gross ptorsonal
infomo at the ftat rato currently fit effect.
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'ito flat rato of tho tax ratti al~llicalet (II gross perisonail illcoaio shall11
niot oxcootI 25 porelt, this living aipproxit elyvi tlt, ~oinlt of diunutlish-.
lag returns. If volt rai-Ae it higher thi dintht., yout havo talkien away
the inlooetivo and( youl donlt got, 011) people to produt'ec.

For tho fiseal and el alotinlar yenrs ending during tt (lovertineant
tiial year lO9t0, it, start oit t.t 20) pereet. It has to stairt- at tt
20 percent. rate, and that will vollevt. about $42 billion. Annumally
thereafter if the general price hovel has visen during t ho precelding
year, the tax rato shall he raising it corresponding amiount to reduce
iti dltt at. a fatert't rate. If' tin' gent'ral prit'e hwel baal fa11ll during
the preceding Year, the tax rate shll Ito lowered at correspondiing
8a1ou1nt., but always with t.llt% initt'it of 111vaitinling a batlanced hidlget
With a thesirahile rate of retirement of the national deobt and0 at stablo
colon y wvith a. steadily rising stanltlard of living.

I amt 'sorry I batd t~o go into t his hackgrotunl for' the social security
ohlapter, bit. the social security chapter is not undersatitlablo without
a little gotieral tax background.

Svic. .401. Orgatiliatioit andl State iartivipltititi. TlO plavie social security oil a
sownd sti current bAsis, tiapter 9 of thet In1ternatl Itteveon't Ct.tt, tomgethe~r iltli
all nedmeis extenions, rev istolls, anti allegedi immpovtemt a hervtoforo niiado
with respect thereto, 18 hereb~y repealed antI replact't by this now chapter 3,
effective Julyv 1, 10,50.

Tho funmds previously collected and not, il -irstid by% the Pederal Clovertimnnt
%inder chapter 9) shalt aecrue to the 'Vrimsury tit the titvi Statos. Ti'm' Wt&i
prevIously collected or trfinsferred to the ialtl seiveral Statvs and ntot. dialitirstitt
bythonmmi hall accruie to, the Wait seeal states. rte iivital social security

anld uncia i1loymnent accounts, by whatever imanue, shall lie forthwith teriinhuateti
and canceled without retvourtie, lit view oft the holiest lititent. of this chatetr 3 to
tprovido mnoro sovlal-sectiritv biefis to every iteetly vitisemi than ho tionild hope
o otamn from hi'i pre oiti; Iniditod acetut.

It Is rvcoonunuileul that the several State4 lit orertopa ticpt In the lieneills
of soelal ittecurity after .1ull' 1, 19150, shoithl epa anti/lor revise their state tax
amid benefit laws, pirior to that tiate It poimil, to tiorrtii4poitil hereto), s followsi:

(1) That mnet State roea atall Sta te taxtes Olt Iluin1s imic1lig ally mid fill
taxet ont bismnss income, State salt'H taxes,, miitt State cst taxes (Otxethlig
drill the taxes Ont those products over whicht soin tlegree4 of SOcial tiontrot ist
detsirabtle). This aeotitmi shl parallel that oif sectIoni 2 lwhr'vf.

(2) That each State solve Its niveinet protblemi byv enathig a tlat-rate tax ton
gross 1wrsonal Inctome, oollteted by businessamilt 0iovernmoentt tirganiattioi
(thenusevca tax-exempt) by) making a fiat-rate withhtldig fromt all laqvtytls
mande to Individuial person its coiisumiers, its sitleltl InI ch apter 2 htertof, tho
rate to be added to the flat rate of chapter 2 hereof and the tax to beo ctilleet,.d at
the "amc thno AndtI ik e samet manner, with tho itinmtin atiount Of acecountingl
stid pallor work.

(3) That each S talc revisti Its corporal tin laws as mnay bet iwted tI recognil tion
of the personal ownahlp, of the enlipioyteo anid the useo tif trustee'sA acctiimmttng,
&4 specified Ini chapter 2 hereof.

(4) That each State revlse its soclal-security, icmnptoymcnt, wiltl otd-ago
assistance laws to corresp41ond hereto.

(5t) That the stoclal-scutrity benefits (site. 3011 hereoif) shall beI Judd from the
Federal aid State Treasuiries, retipetively. lin tht' sanuo liroptirtltim wichl the that
rate of the Federal incomeo lax bears to the flat rate of tlie State Iticomne tax t
the thni tif payment, provitded that n1o social-seculrity hencttts shall tie paylile ito
the oetta of any State until after PAltl State shalt hanve roeealetl anti revIsed its
tax and business 'laws as horelnbefoe a peieth.

8xc. 302. Social Egecurity Agencoy. The Social Securlty Agencoy Shall be', anid is
hereby ordered to be, reorganized an~d, for thit most part. doenitrallsed, and set,
tip with at least oneo office In eachi ttintsonal district, with the uise, of iot'al
porsonneol to the utmotit. Tht' ostt of sc~tilg iii anti operating the tiles fit eRAh
Mate shall be borne by saild State. Thq fuinds for Operating the State titiloes muld
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irhltt W'd iv tittl of t it, -ilill S(1Vt'r'Itl itt-14 IkM 111111 of its littdgtt for t'itit yt'tr.

!IleItil::ir o triiottof foln;rjriiiut flits Shift ove S111 ,two l:4.Ad.iil lk-v

volmt'. (i)f i eoliii4tk' 4i've Att in Omt t ' 12 i st-Oi, l 021 r (6) ti l it) 1wii of wi i ll

flirt 11l m ( ro li' l ('ifiitht it li t' I hnilt tit I on i I he t eau fli' $ al in , e ultl li l tA

of fli'litl i or ttitdofismtit livil, if% O t'aioti of. ttt~lt'tit titt n' horv l' in'
elhlirit, a It ,tlivosfti litsf nged jRith -I tiii to'ltttti lo lit I iiti ti f u i tJ10-1 iit'w jitli

lititiv ln dsi it allit t e ill til tih e e t itt tl O t it ur vi oit it t114111: no t iiitptt it itt

fromrit 1u n o t li t olu it li, to tintit fttnttighliti Ity hmt $offitll $t't'tt t fo ut41y

Slllu't , itli i bl itpe't vvuigh of A it' ri itlvitlimm b it lit tof ltiiit'lit livni on of

1t11tit iapplty e f nhi,1h t ii t t u ftillt flit' ittivt lta irtit tsovintif'tttlitrt

Aturt i ' mdtitt il pu o luutir tittig litl rt' ili 3 dasitir'l ui i ttuil tt'it tlit tiet. i ii

liu'ftiro tuhililyil01)(tir llji. it rmia ipr fflwfo i

tnt v hek Titals (It zilit'l Itetl uulitt, aswivi ttt' rl heitigi ittl w~l tit I t~i
vtl'ttw ii't trt i ttu That' ovethi'relpo t $tit 14tity Aguii'y itutl a itntly r liuttitl
ttek shlit to to whiti reetitlIt a lii r lttltilt i i ti f altil r t. IJ1tu l otit

l~utlunit t'uee atillt tu1titoitt l~e lt ti g tu ilt efal i ut ' % hfl itII(f- ili t sliet ttis. ut
lrttittitt s liti hoa ateb of thu Ftraf (i imtiit to valit a fliiitg Fftr tit fli 8tt

of~in th c pestiitt o(it he it Inv'lOofd Ie'lt% 30rva lt'eso''tt nti ofadtnt t flit tio
tioililyn lthintits, m tot) the Jit'lrl 1AnIVTW Whilti trailtis h fort''lv'v ititolltno,
111d i't oti'tI 1)fr y 111lipu'roN, if i t ht th e n ivtu thos ittititl it hllg its r iit't i
elov'r t it Ctittri all tay 191o he the~'sr ytrle liuiuslttuvtit i h
t Ihutllti i ng th cslt ut h lvtig. o llllut homr it 4(ftoV~ letn li

il, t tt'imlllor fro11% Iitneli that o sliu'al otltiti tt nitit etitt tui lilltn
sth lit itilmti a tt t tsl i t tio All it ti riqht tt itit a a iuItyiie a v (tit , if$1 otkI

or tI i s. itiitigi t (t i d wtt l tofi e tetrsir ti ftho w ilil i h el ts.it oa

tinil ntpi'ditaxtes ill tluts plit'O ' and Iilliliosit) il mlli th rigl)t tot.

o Ills titag niie thl ~wo wihhitityI lctttirale ta Stoitt Sate vniiy
evrypsot aeor buines cotP. ito o ans r tr ill hionthhy ei baltotelt ippo.ea

ISOVIAL SECURITY REVISION
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of $1,000 shal pay 5 per conttut of said averag monthly emh hathlaeo for aaeh
turn-over Iss thaii four for the precedilig year.

This is C. Williani liazlitt.'s incentive taxation. Its only 1)1l')050
is to keep money iii circulation, to keep it, invested d.

I would request. that. this version of the Prosperity levenue Act be
introdtied in the Senate wit hin the next dlay or two. We are going
to reintroduceo it in the lHouse in this enlarged Version.

I know that. we cannot ex ect. congress s to do this construct ivo
thing, to turnl ollr ecolonly tack from socialism toward freedom,
without generating a trriie public turmoil. We are faced with the
necessity of doing a fast, job of public ed1eation. Whe .1 cane to that.
conclsion-after 4 years here] am prt tty nearly driven to it--I went.
to see Millard Rice, who has been running the prize contest., for the
Disabled American Veterans. I said, 'Millard, give meiO the figures
oil vour Coltest."

Ie said, "All right. We spent $250,000 in that. national advertising
this year." This was some time ago. "We brought in 315,000 (ut ries,
We grossed bet.weell two and t three million dollars and cleared a
million dollars for the Disabled American Veterans Foundation."

I said, ")o you consider that I havo the makings of a contest in
this Prosperity Revenuo Act?"

lie said "You certainly have, and I will help you set it up." lIe
has helped me set it. up. We haven't got it. all right yet, but. we are
going officially to announce it in about 2 weeks. We have sot up the
All-Americati Foundation, Inc., to sponsor it, and we are going to hit.
the newspapers with it, adequately financed. It will bring in on
Congress, if our estimates aire correct, judging from the experience, a
million requests for copies of this bill, between three and ten million
letters dellliding that this bill be passed.

Need I say more?
Senator Kiunu. Not unless you want to.
Mr. HALL. I thank you very much.
Senator Kma. All right, Mr. Hall. We thank you.
We will recess until 10 o'clock in the morning.
(Whereupon, at 4:10 , in., tlt committoo recessed until 10 a. in.,

Wednesday, February 1, 1950.)

SOCIAL, SFtUITYI' REV\ISION
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WEDNESDAY, FEBRUARY 1, 1950

UNIrED STATES SENATE,ONOMIT.tl(SFINA kXCE

Wa~shdingtonl, 1). 0.
'rlio colilitteel met at 10 it. lin., pursitant to reces, in Room 312,

eliat o Office Building, Senator Walt er F. (eorge (chlurlmiil) presiding.
Presmt. Seatitos oeoigo (chiaiirlanil), llyl'i ,Johnson of ('olorado,

Kerr, Butler, and Brewster.
Also preselnt: 1\lrs. F liz'lhethl B. Springer, Acting Chief Clerk; iuid

F. F. Fauri, Legislative Reference Service, l.ibrary of (ollics.
Thlo CiAIi IAN. Tho conitteo will como to orter, please.
Mr. Ehinor? Mr. (1eorgo ElAihger?
generall 'I AYIA,) (0el1. ,hilli Thomas 'PIaylor, leiativo consultant,

the American Legioni). Good morning, \fr. (Cluurmaii.
I Vant to iresont., to you, and through yoli to the coniitite, \fr.

(eorgo ]Ehinger, whio will speak to tho coniiitte ol It. It. ii0l0,wili has passed tilt, Iloilso, #

As you knov, we haiw certain resolutions, certain suggestions to
make on it, and Mrl,. singerr is going to speak for the Legion on tho
whole subject matter. lie will put his brief in tho record and just
make, i fea remarks.

'10 CIIAIRNMAN. Very well, Mr. liinger. You may be seated, if
you wish. I expect somo other Senators to comO in, but all of tel
Republican members are in conference this morning , They10 will, of
course, read tho record even though they tire not hero for this mori-
ing's hearing.

You may proceed. You van identify yourself to the reporter for
the record.

STATEMENT OF GEORGE EHINGER, DOVER, DEL., NATIONAL
EXECUTIVE COMMITTEEMAN OF DEL., THE AMERICAN LEGION

Mr. EiluN oE. I am George LEhtingor, member of tilte American
Legion, member of the national executive conuittee, and I ant
speaking on tho 1ouse bill, 11. it. 6000, as a mnem er of tho national
child welfare commission of the Legion. In tlat capacity I shall
touch oil thoso features of 11it R. 6000 which pertain to or atoct
children.

You probably know that one of tho jUiluiry purposes of the Ameri
-

can Legion is to givo service to tho disailh(l veterans of both worhl
wars imu their (leloldentq; andh out. of that broad program of sei'vico
has developed an interest in tho child-welfaro program.

It nuiglti be of interest to vol to know that to(lay ailf of the children
of tho Unitod States are the children of votoraus, so that the voteranlls
have a really important stake hi whatever affects children.
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. I night sa\y that while we live primarviy vol,er ,d with the velfalre
of chih ron t v(t lrans, 'e i v i t r teld itt est iln ill children, li Nw it"I
full well that if w ca1 raise tile lov ,l of welfare of till c ihil'' weO shall
illovitalliy, of lrme, help the children of vet era s.

Now, the position of the Aieriea1 Legion so fr Is so1me of the,
nature s in I louse hill I1. It, 6000 liae colncerned is oult liue in ai series

of rosolutiolls, the resolving lau-les of which ure in the ppa1r,1eJ testi-
11onv which hals been lresent ed to the variouiI elersllh,. of this cloi-
int tee. I sthouhl like to just itilk briellY on several of those, that are

based on our ok oltions.
Oue of tle resons wvh\' the Alleritn1111 Legiolu has lhee, ilterested

in this program for years i-s Iecause1., in 1u11y i11stllves tl, aid given to
Chihlre1 mlnd families 1as hele iadtmt,1. tlhlt aid coming froi
public ald private sou e.q. And oioe o those imdequacie,s lhns to do
w\ilh survivors belnetits paid to eliihreu.

Under the present. law, the law niow in eei t, ehildreI reeivo sir-
vivors benefits to the extent. of ahout $13 per month, or 11 little oiver
$150 1 'ear. We mainitainI that that is llihlv inlileuate to 1ivet
I'iremmt-kay eosts of living. Ilowever, in this proposed bill, that wvill
Ie materia' hl , eliid y rai ig the primary hase of the wvage a11,,r
an1d it, the same tuue ilnreUasing tile pereent ge that will i, given to a
sitglt, ehihi from onle-half to three-fourlls of tat primary blse. Weo
felt hat that inue1aseo anld that. clunge in the 11wv will he; of material
heelit, to the chili, of our country.

I would like to talk to You for a nuoi t about soeiail-seeuritv eredits
for voters of W'orld War 11. 'l'he 1lrovisiols of II. It wiOti) satisfv
i1n part, tie resolittion of the Iatiolau orgauinution of tho A1erievan
Iligio1, p.ased at. three distieti eovelntiols, 191., 1t)48, anid 119, in
regard to (stablhiliiig social-security eredits for veteras who served
in WVorld War Il. As yout prohahl* know, at veteran who was covered
prior to eiterinig the service in World War 11 lost that. coverage while,
he was in the service. li, nt ionly lost that. eoveroge, hut het, waizs in
datiger of losing whatever coverage lie mght. have had prior to hi..
vlttrv into the service.
O ourse, that should lhave lien taken car' of. praihbly. at. tho

time of tho pama , of the Solective Serviet, Act, or the Civil Relief
Act, or eveni the M1 hill, hut it wa not. This bill, however, provides
for taking care of that ouissio ild gives the 'eterm for the tille he
spent in militam se1'vice a ge0 Credit of $10 it nUtith. 11p to that.
point., we are very maeli in accord with this provision. However, We
feel that, the aimu1nt is not enough, to the pouit, if at \vllge credit.

These, men who etered the service Were UieU who were pihysicallv
fit anl 111metally alert, amd we feel sure that had they revulined i
n1jloytuent, w rtilo elmplloymellt., thoy would have r 'eived not less
tmn i wgO of $2150 a month. what. Will high war wages, and time anld
a half for overtime aui double tim for Sundays and holidays. And
we sincerely ho1 o that. tCiis coninuitteel Will niaiiu the principle
expromed in II. t, 601) by editing tho vete1an1's aceount wilh tii,
a ent. in service; and iti tho amount. of,$20 i moUmoth, is suggested by

One of the other penalties am inquiti s, Which is not. necesslrily
removed by the crediting Of a "i'eter"mu's social-security aseount, for
tinio alimitn tho services, has to do with ielion 210, m-hc1 wals pa ld
in the closing dalys of the S v1111y-ninth colgir . This sootioul pro-

SOC0(IAL, SE,,VITHll'Y 1II,,lON
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vidt's thatl for at lit'it'ad of 3 yvatrs foliiig dieitarga' frotat tit Atittd
Fo"v t's, at Woulard Wil. 11 vt'i tal i,4tatitata'ti jarestaaawld tot ilaiveall
INvT'ra1tt 1110101t % hiy kagt of $16t0l jaa' 1laltiI it% t'ovt'0r0t'tl 'atpoytut1'aat I Ina
(III, twt'att of I at l taats del ia, his siaarv illa' of volt', wotaia
taVt' tar t411vtats i'oits ill tll atatoait ataa~ liea''a (rotat $40 ft $65~ pt't

dtitt i, i'tiitg otl lilt, sat' tof Ow i 41t6. % fatt I itni evor, ftlit, 11t1tiat half
MINtl' aatvt tipst't silltt VdI-tiaY, att itiltaay of Ow l vte't,18 11l'ta V at'Ilk)
,Ma1.ta t't, CVt'rt't lay (hi, 3-vt'a portid. !-'or twa'r at ye'ar flit,' NatI otad

I~ 'Id Wa'ifavet 61ottuatiss4ioul hats rt'a'tivad at ppitattiats fill, aii fromt
volvtt'lats' taaaidia wht''t lilht% \\1190 01att01 litias died4 at a1toal it ortwo
Ittoatlhs tor sia t lft'r 11 1a' 3-vtaaa iat'a iof tItv'lagt. IItI0 ila't' wtrtd5, if 11
voera at di d tiat tat1tlidt 01'1 IWO t'ati't'', itis famatily wt'ttit 'tat Vt' rt,0ti10(l
lilt, lit'ltt'Mj of this par eaa lInw.

IItI tilt,' rotsemt ill this iat1W i-4 rt'st alvt t'i 'it 3-yt'atr pa'riod Stili rt'.
tatatilts \ 't' fe't t hat t hat 3 -yt'aa pimait sitoit i ltt e atedt't itt-
dtttil t'v Imit for I wot rt'alsttal. First tof tl 11 aadar I ita %,\I l titil prto-
vistoas of tilt% pr)rtaata't illi, ii. It, (1000~t. till \tlagt% t'lal's a1trt ltot cov-
t'ra't im atidutoatg 011tt111 will lit, 111a1a1y vtraais. 'tVt% ftetl thalt I tht'st'
vvll tatt at lo'am wot itiivt Stkt' 11110100141ia filr I htir faitiei.s if (hiis
Imv wats4 twola'tdt'd fotr tatl iaith'Iiatitt, iatiti. It wt'tait also prot t''t tilt'

tta'Wlv itstlrtt vttrall hv\ giv itag hiatt staat' 11iltet'' tilt wiilt' h it at

itai tif thought will itt giv'a ihY vota'i~ll tti ItttOwlt pt)siility of
Ot'ltltthg I itat p jat' ritdatr v provisit~tt tf tilt poi'a'tl laiw. sa't'tiu 216.

Fotr 44 tttttttht't' of vt'atrs tilt Aattti'atat1 i .giott itats ativot'atle tilt' t'\-

l'tilt tif t'OVt'raagt olf oitiagt atul stutvivors itstlrata. It Is k~ ti al tor
of rt'gt'. 11ha1illit titt prt'sa'lt hill aliaav was't' t'aarala'rs A 111 1%ftf out of lt'

oairt' alS.) Vtery ilatipiy It sta Ithat I iltv isitbal is tta1tait no0w ini t'atsk'
oif tidaiiity. witt'rt itAratt'tl it'itt'liti II-' piAro iit'I it) failltiit's wittro
tilt' ma11t0 t'atlt'l' is ti'ati'id filol alor t'tt'tatis' 1 totr, alt1 wtar.' I lM.
tiisal iiitv is ntot v.ovt'at lby a'.ist itg Ftetetaaad alts or ttatit' Stalte work-

Tit partt of lilt' hill 1 i1a1t wt' htvt' 1111t10 ut1's inw t illa111s to tdo With
jau11lit. IAiilte, a111td iltkthat 'ottivltti wt' wouldt likt, to attak. at

llis% vatst, i ts 14it) tlk) Wili lit iIt dt'pa'tlt'tt chiiitt: itt tlha' wotrtds,
chilaira'a who art' living it% Itheir town hottta's shtouat ld ialtatltly ht't'oattt
patt io t o t-asttattt proglaat. Atiti ttiat'rt atttIwo or titrm'.
t'Oit1140t15 ttitv wk, saY s0,

As .'oit kaiw, atutltr tilt' irmlt'u law, fllt ADCl programtits atuittig-
tvrt'fromt tii deartivaed IroAl lilt' Ft'ti'ai titVt'aa11ttiil Stalte, atnd

countt it's. 'ot tittk if that tv' iuiatvedIttatt at1de tit ialittat
P)x~tIlratt st'vt'ta till v ta111tatgt'A totlil aterttt'. II tilt' firstt piatt'. tlt)~
Wage t'atlo' of that family wotti lit, emitrtibtitig townlttl tii ilistir-
litlt't h1tt)Ilailltt11atttai a it ilttatti that famatily mvoitil otit i'tl ro-
t'vivt 11tS at tight. tl, t,1'0 I~'IthI it tvm 10111 of itis t't Iitit i olts.

ttaiftarau ttrottitut lilt' t'otatt ay, witth is certaitiy 11t 1i ilt' ta 1t1OtW

ttattit'a' Iiat' (if( Ikktvorat aitt 4Is. 1te sstt it forattus t a' lrtit, uottt

it tit t))1 oiitt' t'tuul ti' s it ttoth it' 50~ fhr 1a i' eteiisare1

iaa'iy to State.s wiitt ans tow aittit'tittg tht' ADtO prograitti, Ivild to
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At the present. time, under the ADC 'progm In every family's
eligibility has to he determined by 'ase workets; and there are tUu-
sands o( those cas workers thr u11ghout the country. If this could
be o l utider a social-seenrity program, the need' for deterniiing
eligibility would be unnecessary. The very fact. that they were
insured would settle that fact.." And we sincerelv hope that this
committee will give serious thought to the possibility of developing
this program under a soeial-insiraice set-up.

We are interested in this aid-to-dependeont-children prorat, as
outlined in H1. It. 000, because for the fir.t time under tfe Social
Security Act it gives recognition to the another or the relative who is
raising this family. I might say that. prior to the advent of the
Federal Security Agency the States throughout. the country developed
this progam under the name of mothers' aid or mothers' pension.
And when the prograln was put. inder the social-security set-up, it,
was known as aid to dependent. children; and the emphasis was
changed from tho mother to the child.

Now we have no quarrel with the change of emphasis; hut in making
that. change we lost sight of the ftet. that the mother was a very
important part in the program of preserving that home. Ant
during all the years that. the Social Security Act. has been in llf'ect,
there have been no public grants to others or relativs-4--I mean,
no Federal granta-who were charged with the responsibility of rearing
the family. We think that was a serious oversight, and in imanv cases
jeopardized the preservation of the family: ald we are very happy to
noto that that matter is being taken care of in the present bill.

We have for a number of years in the American Iegioln been
committed to the principle of having granto-in-aid to States for aid to
dependent chihlren based otn the eononic capacity of the States, or
what is known as variable gnramt-e 4litmnl ('iJd-Welfaro
Commission made a survey not so long ago ofhi applications which
came to the headquarters of the national organization, and they found
that 70 percent of all the applications that. they received for ad from
all over the United States caine from one-third of the States. And
that one-third had the lowest, grants per family under the ADC
program. 'T'he grants in those States rauged front $20 per month per
family to $40. The second group, which composed 17 percent of
the applications, ranged from $46 to $79, and the third group from
$79 to $107.

Now we, of the Lgion, feel that no child should be penalized because
of his place of hirth, and that no matter whe roa child is lie should have
equal opportunity for the fullest development of himself.

There are a number of ways by which this formula can be worked
out. We have no particular formula that. we want. to present. We
are interested only in having the principle established.

I might say this: That oi the basis of re&ources some of the so-called
poorer Statea are giving more, iii proportion to the care of children,
than the richer States. We believe it is time for ts to think as one
Nation, especially when it cones to the welfare of children.

We are very happy to see that. included in this act. is a provision
that. the State plans for administering the ADO progln provide for
expeditious decisions with regard to applications for aid. At na-
tional headquarters, we are spending thousands of dollars to take care
of families who are waiting unduly long periods of time for some
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Stat agency to determinli t, eligibility of tho family; and we can
set, neither 'eason nor excuse for this high percentage of cases, and
ve hope this provision included in 11. It. ttiO0 will tako care of what

we think is a very serious situat-ion.
Now, I have talkt'd to you about. the A)C progran,whith takes

care of tiht youngsters ini tlir own homes; but. there is a child who
hlas no hoie, and for W\'honm there is no HIrovision Itado ill this act,
and that is the child whose holo is brok beyond repair or reha-
bilitation, and who has to be taken care of either in a foster home or
in an institution. Undor this act, no provision is titl for any Fed-
ornd grant for that. particular yolllgster.

i'hrttlighouit, the United States today these children tre being kopt
in shelter homes. They aro quite oftfni being ret urned to homes that,
are unfit for them. And it. is sitpliv because the agencits cannot find
foster hoties ti the rate thy say thoy ( idord to pmy. Wo f el if
there were it subsitv sueth as wo hmvo now for children who are in
their own homes uiler tht AI) program, that. child might, get. i
square deal. Ile certainly isn't getting it, today.

in conclusion, I should like to just, make this statement: I a just
a volunteer worker in the American Legion, one of 315 to 50 thousand
men and women throughout this countr-y who are giving time and
elrort in the service of children. And these workers, as they go
through the hig'hways and byways of our country, have bec mte Rc-
quainited with 'the needs of children and particularly tho extent to
whih those it, ds are meot. And as they mke, their relportsa froni year

to year to national heladqalirltor aid to their State headquarters, they
,.afl attention to maik of tho unnet nets that. are in existetce to-
day; for example, the eteds of children who sttfrer from rheumnatio
fever, cerebral palsy, defects of sight and liearhig, deittal defects, and
so o er. Thc ist long catalog. Anl we feel that probably with a
greater rallnt.-I ut.iderstatid til, grant, to the United States 2hiidrei's
SIuIrea ii has betl inereased, but. if that eon h e b itncreased Iore, ianky
of these defects alld mulle netds might be materially helled toward
hein met.

\ of the Legion, and I am sure you feel that. way too, believe that
the child is the future,, and that what. that. future is to be will be de-
tormined in large measure by th way we handle pmllleans alre.,ting
children today.

We sincertev trust. that you, as a committee, as well as tho Coll-
gress, will aet anvoralhy on 1!. I. 6000, mlld with the suggest' tt alend-
met, his, so as to i1ake this future as bright as possible.

Mr. chairman , I wish to thank y'ou for the privilege of appearing
before you this morning, ald it) thank you in the nane of the LAgionx
for the colnsideition that. you have given m11e.

'rt, (Nu.',nMAN. We art, very happy to have Ieardl you, sir.
Mr. uniUEt. Tank you.
Senttor Klin. I did not understand that, you had i specific

retomneidation with reference to those provisions thlat you reforrod
to its henig unprovided for in this.

Mr. EIIrllNt. Foster-hoint, care for children?
Senator K:imu. We~ll, sotlle of theltn, you said, wetl, to foster holnics,

somo to institutions. And I gathered front what you mid that. thero
might, even be sono who wero not. cared for ill either of thoso two
temporary expedients.
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Mr. EutiNIIit. Well, Inv 91l99sti0 woUld be that tile same con-
sideration be given that child tiat i. now Fiv'en under the AI)( pro
grain to the children who have a home to tie to. In other Words. ono
of the diliculties in not being able to find suitable foster liomes is
that the Agencies art, not. willing to vay what. it actunliy costs to
maintain a ehild in a given home; ant tNhe msult is that ipopt, just.
aren't. going to-aecmj cttdren when part of tlie burden of that support
will fall upon them. It is quite a job to raise other people's cild ren
anyway, and white I do not advocate t sum lnrge enough for' thein to
make a profit out of the cart' of the children t1hey have, it certainly
shoul be enough to cover tilt cost. And I would say that a grant.
such as now is bwiiig put into effect, or is in effect, for'the At)( 1'o.
grain, would be certaintv advisable in this other eatet"or.

The CHAIiRMAN. It hits been reeoninientedd that, t'e grants le ill-
creased from 3%i millions to 7 millions under It. It. 0o0o, and it has
been further reommended that. that. total he brought up to 12
millions per annum.

Mr. EinNoma. Vell, I recognize that that is in the bill. But that.
is for what tins been termed as "child welfare services."

The CuuMAN. Child welfare services; yes.
Mr. 1'iuIN(,it. Now tiat is a very broad terin, and whether or not.

the care of children in foster hones eould be put. under that would be
i matter of interpretation.

The CmA.RM.,AN. 1 think you are right on that point, but we did
ask some questions to try to elicit from those who spoke for the
12 millions whether or not. they contemplated that they would cairo
for these particular children, if that. addition to tile appropriation
would enable them to do it,

Mr. EmNOF., Well, I think it might be possible to do nhat. But
with the present plan, of $7,000,000, 1 think all the ('hitdren's Bllreau
could (1o would lie to make token grant,4 to the States. It would not
do any more than scratch the sumlfaee. And a lot woul depend on
how they are going to spend their money. what proportion they are
going to put on oTer phases of tile clild'-welfare services.

The (HIRMA.N. Are there any other questions?
Thank you very uiuel for your a'ppearaice, Ir. Elhinger.
Let m ask you one question, before you go, though. I)id the

Legion recommend to the Ways and Means (.omnmittee a wague credit
of $250 for each of the vetertns during their ililitary servic,'?

Mr. EmiNoRu. No; we did not nm ke ally speeitie recoinmendat ion
at that time. Of cotii-A there was no bill at tile time.

The CHAInMAN. I understand. They gave a wage credit of $tw)
per month for each month of service.

Mr. EImmoINm. Well, of course, there are two provisions there. One
provides for n survivors insurance ionetit..

The CHtA IMAN. Yes; I aun speaking of that.
Mr. lRINOREt. Well we still are in sympathy with that sloti a

month. It. is in the other category, ot wage credits for time spent' in
service, so that a man while in service could have built, up his serVie
credits under social security.

The CHAIRMAN. And you are recommending $250?
Mr. EHINoXII. $2,50; because we think he should le put on a )ar

with a man who did , t got into the service and who earned th at
much.,
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Otal ill i.'uA NviANl 'I t mi od vey niuch. I wanted to got t hat.

I )id voti Nvislt your whole, stat t'Ntwit put ill?
MNr. NtI~l (t. * Ys, I (tidl.

, 'llt' CIA I I MAN. 'YOll lltttv Ollt O t lit, twtolt st tit entt. N I I. Ih'port or,
itlotig with It ho otaid extlaittitory state cutout Mr. Elainger halt. givenl.

l'oprof iredi stat outont of MNIr. Ehitagort follows:)

I alut (korgO Elinger, Kigs llghway. Dover, Del, I lalltu tpearittg. ill bhal"f
oft tilh, Allericati Legion. ii ml ileh orgaiat ioti I ait a aau'atabr of I ho tialt inal
mvelltive coiluatittet) from thlt Itoparatmnt oft Ihlawarte aid also at muctubier oft
tilt tint tonll vitil welfare vomtmni"41ihum I hlave beenl at11 ative muemubelitr of t hat
orgattioatiott, partemmiarly Wm its child welfare, preg'AMn. sincei 1039.

I wailt to take) th his ~ortunity ht bt'half (if thet Atnorican legimm and ot
spee~ilically lit beh'lalf ofto twmtiouial Chtild welfare eottttnisionto titie Atmirian
Leion, to express to youil ouir sineere, approviatioit for tilt privilege oft appearing
before, you to stalte ouri josttt onl this very ituliortatt bill. You will, of COurs
revogilliso that LA a chtild welfare) cotnaissiomi our major interest is tit ithoso oai
of ItIho lull portaitting ito Ofhilron or atToct lug chilren

I \\Mild also like to establish tilt positiott that I dio itot Il in t\* .4so appear
be~fore youil as min expotrt, particulatrVlyli thet inSurance field. I ihave, lhowever,
cutrefulfv stuiedi- Ouho prn'sot Soceial Kviiritv Alit mttd have real appreclat ion for its
coniploxitios atid for t ho dhiliut iv wilh Ze\it ill auky at tetmpt to atniid its- pro-
visionst especially as they apply to social isrance. As at orgamidatiolt, however,
we bvelieve that cortaimi *khatgkt it% (t, presomtit Social Secutrity Act arii dosirablo.
We hAVQ Muado anl eXtonsl'ivek studyh during thet past 2t. year, of the present aet Alti
wet are' cogidamtt oft somnoik of its laek and shototiu . Likowiso tin tit\' capacity
as supterimut'etikdot of tilt Murphy Sc-hool in Dover, l1M., I alt persotualty- a\nrtt of
sonlit oft thet gaps W11101 nlow exist lit our over-all progratt for tiltddrii t ilt, he itedt

Ono tof the primary puirpotses oft tho Aititricati ls'giott ito, ho of service to the
di-sabled volteran atitd to thlt dopmitdents- oft veterans oft thet two world wams
Our interest tit childrmtW iii part oft that broad progratitto service. For utoro
thalit a quarter of at cettturv otto oft thle ugonq ofit tlt Aturivat Leglti as een 'i "A
siluart, doal for every child'' amd lit Oiat poriod oft t ittn wit have exjucedit itl
%Avess, of $73,0410.0063 it diet aid ito childiren. Fven lit those, days. ,.tt)OO
it very respewetuiblo suill oft littty att should Itidicate t hat tilto Atevricait lsgiot

hasv" utor thiati all iteado'iit ititere~st illtth well-beitig oft childrnl.
TIoday. bwecatse two world Nvars4 itivolvitig some 2tt.04AlO 10tt mett atid wo0t1ct1

hanve occurred withitt A $111Ml0 1'Vt1VrAtiot1, our coutttrv has now arrived ait the
poittt whomr thle majority of trials are, either vet eratta o tit axiitin child-produceiig
ago or else 'oteraits wh~o omuly receittly passed that age. Tlhe resul tis It% that at
leanst half the villdrit itt tlt, Piite 8ttes art, today the chilldretit vi'teratus4 atidt
tile pereotttage lit%\, lie exptected ito rimecvett further as evidemuced by ttv fact thlat
otr reord mtuattubver of birtlit dirimig the ti ev ea yersta cAonsisted oif vot-
siderall better that 50 pwecettt v'eteratus' chlldrext. lit fact, a cotuservativo
estimate vottdi htlaelo tivei tuvo-thtrts andi tlirtv-fottrths of ouir ctrru'nt births
tin tlls Nationi in% tile category tif veternats,' childrett.

Wltltitt thet national orgatiatiotito thet Atnerlcati 1.egilu, We have facilitiesA
for extnlthig direct cash assis-taucet to dopvendott chlldrett of veteraits utpom a
temtporary bisl- whvlevor goverimttital or other ttources oft alit are, not aval labto
or auteupt. Although we hanve bovit abile, to as 1st chtlldreit through thle expetdi
tut tif stie $73t(101,000, our experiet has sl.t wit us% that with sonlit 23 or 24
millilonit lite oft veteran iareittage. It Is patetttly iIpot for atty private
orgattilat ion, Itouvver large it maiy be, to v\ pwet to asstre ptrtper care at rotoo.
tion to even tilt-e hildrott oft vetelrans, tiutelt less;, to all thlelilldrent of ouir Natlott.
Foer that reason, we have felt. dooply ohthlmtatted to turtt more amid ttore of otr
attemition to those ltitbiCi progratts esvtablihed by Conlgress for tilt) bettot.t of
ohildri.

lit order Itat thet, position oft thet Amurivati Legion Ilt rMat iott to social itisAllratic,
public, Azsltatice, auld chlild-welfare services ttay be tltterstood, atdt for the put-
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!Mbe of record, I would like to sntit the resolving clauses of our resolutions per-
iltg to these prograuns,

No. 294: Soviol security credit for octirc litte in sererice (1949 national coavetion)
'"rsoltyd, bu the AneritI Legion in national Co'ventioa t8sse011lefl in 1'hila-

delithin, Pa., ntdoust 1., $0, 31, ant. Se)penbrr 1, 19,19, That we urge suitable
legislation be enacted, allowllig mahXlim11ulim soieal-security credit for pCtive tiutt
served in, tlt) armed forces of the United States during t'le period of World War
i1, stuch legislation to provide for thi itaxtilii wage crelits of $2150 per inontlh
and 'quarter of coverage' toward a fully instred status.'"

No. 800: Snrt'ivora insurance for dcpe titlets of dleceased World Wa'mr 11 'elerans
(19S7 iotional conmntion. Rl'enivinrd by Resolution No. 7.1 $ f the 1948
nlotiontl conveIion)

".solved, That tho American Legion urges that the present coverage of depend-
ents of deceased veterans of World War 11 under survivorss insurance of thle
Social ISeurity Act. bas..d upon prestmed average monthly wages of $160 mini-
tmuml, which lnider present law expires 3 years after discharge, be n1ath, perniaitent,
provided that present prohibitioIs pertaining to dual benefits from thet Veterans'
Administration and the Federal Security Ageclcy are continued."

No. 801: Old. ge ant surt'icors insmranee relltd to child ivelfre (1pg natio,mal
on'erntion. etiaflirpmit i by ReSolitiofl No. 7,1 of the 198 national totietu'n)

o ?esvtn-d, That tilit' Ainericin Legion recommnends, chanizes tin said aci which
will materially increase tie baste bienetits payal'le for children under survivors
insurance."
No. 80: (ld-ane and survim'ors inemratice e rteded to presently uninsured proup

(194t Matiomal convention. Reaffirmed by h'le.maltion M. 754 ef the 19-48
national convention)

"Re,4olted, Tlat the American Legion recollnends changes in tilt, Social
Feotnritv Act which vill extend old-age and sturvivors insuranceo coverage to
pr"Zently uninsured groupss, not including ptblio employees who are eligible for
other slirvivorn benefits."
No. 803: Social Security Act provide insurance coverage t-hen tmige earner disabled

antd cannot work (1947 national convention. Reaffirmed by Resolution No.
754 of the 1948 national contlVeltion)

"Resoled by th -ne-Aerican Leicn., That title II of the Social Security Act, a.
amended, be further atinelded to provide itsurance coverage for fatnilles hero
Io wage earlier is or bocOme. unable to work because of disability. not covered
iuder other recognized governiental agencies: I-rorided, ho-em- r. That no sulch

&niflts be nado available where colnpeutsation equal to or greater in1 an1ount is
paid for disability fromt other sotirce adnluistered by public agents."
No. 764: Protection of dependents of veterans tinder secal security (1948 naionml

convention)
"Resored, That the thirtieth national convention of the Anerican Legionl in

convention asselttbled, Mialil, Fl., calls for imuuediate aotiop by the .ighty-first
Congresst of tile United States to reinove the penalties which veterans of World
War 11 and their dependents now stiffer in the operation of the old-age and .Ur-
vivors insurance prograil; anti be it further

"Rsolved, That benefits payable to or on behalf of children under the old-ago
and survivors insutrance program be intcreased ceonuiensurato to increaze In tile
cost of living: aunti be it further

"Remalred, That those veterans who have lost the protection of survivors iltsur-
ano. by reason of the lapse o Inore than 3 years after discharge be ri-Instated
unler that program; and be it finally

"Resolved, That reconluendationlS for other itprovenuents tit the soeial-seieuritv
program of aid to dependent children anti ot-agO a1nd survivors in-Ullrance a
111andated by the twenty-ninhth national convention, New York City N.Y.,
August 28-31, 1117 (r solutions Nos. 709, 7Q5, 7011, 797, 798, 791, 802, 803, 800,
aud 801) are reaflrrued."
No,. 797: Supplemental assistance to relatives who care for dependent children (1947

national conrention. Reaffirmed by Resolution No. 754 of the 1948 national
convention)

"Resolred, by the lenerseon Legion, rhat the Federal Social Security Act, as-
amended, be further amended so that aid-todepndent-hildreu grants call be
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made which will provide funds for the eligible relative who maintains tile hotme
and cares for the small dependent. 0hld when 8uoh relative is witiomut adequate
recait s of sumprt for himself."
No. 7.118: F'ederal graints-int-aid to State to assist deperiderit ihlren (1947 ationant

contrentior . Reafirm, by Resolution No. 754 of the 19 naniont conrenatiop)
"Be, it I t, edo-, bi th; ..rmeri 4e l.xtrion. ''hat Vederai grants-itt-aid to States for

tho purlip os of a-sistiate to dependent ehilrei be based it part on tile econtomtic
capacity of tho State rather titait at it lixed percenttgo for all State."
No. 796 : State arid Federal pnrtii.,atio in foster-hopt,' care for children t1947

aitionat cotmt tio,. Ritfflirmet by R'esolutioni No. 45 $ of the 1948" national l
cotnreptiuta't

"'Rs'oled b the Americars L.rgions, ''halt we reallirm lesoltu ion No. 15 adopted
at tle 193 Ilational cotiveltion it Los Angtes. wkalif., 'hivh called for Federal
aid it fliaitehg of foster-hotue care; and bh it further

"h'Resohred, That appropriate State laws ati the Federal Seeturiy AtV, ts altittled,
be further attended. so tlhat lte State antd Federal Gov'eritmetits will participate,
under aln)rprlate ausp.iievs, ill tlte payment of anly retittired cost of foster-famnily
care, for Mhiltr't who Iavo ino parent or rlative able to cart' for tlhen."

II. II. 6000 whieh is |ltw before vtu for eonideration, satislies lIesolutiion No.
801 passed il 1917 at litt N w Ytork nation l eonvention atd reiterated at tito
19-4S n national ctuvenlltiol ill Mi sti. U tnder tilte present law, a child's insuranto
bellett it et tial to one-half tht printarv itnsuratce benietit of tie inldividual witl
respect to whtwe ttwago the ehild is eindtledl to receive such benefit. If. II. ti0xl)
woultl stbstatially iterease the primary insuratee enolit of tho instired wagw
earner and woulti, therefore, itt'rea.,e that portion of it payable to ehiltlren. lit
additioti, It. II. tt0 would raise the child's percentage to ltree-fourths the pri-
mary itisuratee benelit in tl te vase of a single ehild. Ilt til e ase of tmtore thatt otnt
s8trvivihig chiltI in tlts same family, I. It. 1t000 provides that each chilt will receivo
one-Ialf lte priary hisurattet'betietit tlis ait atoutit etptal to ono-fourtI tie
primary itisurattet btelitl divitled by It mittnber of eligible children. lit all
cets, tie amoutt of insurance bellefit payable to children 'otl d be substntialV
Increased amd would be of real vahlie it% meeting the presettt-day costs of foot,
clolhig, shelter, edutatitm. atid medical care of a growing, developing child.
At,tese., we are ititling it necsary to sttptletent itt taty cases the bettt'tjts
paid to hlldret itider tlt survivors itsttranee program. lit our sutpplentationz
of tiret liutatneial aid, we ttake no attenlt to provide children with stlicient noney
for luxturies. The additional onttev paid to these chilreit from Aierican legioit
fund is onily for the necess.vitie of life whieh we believe the old-age attd survivorsilistirattee jtrogrant shttttld .sttbstatntiallv p.'ov'ite.

For these sittple, yet just anttl oltvious reasoits, wve favor the provisions of II 11.
600) attd strongly urge their adoption by this committee ati by the congresss
of tite Untited States.

The provision. of II. It. 1000 like-vise sat isfy ill part resolutions of the American
Legiont natiottal cotventou of 1047, 1114S, ami 1949, il regard to esttblishng a
soclal-secturity credit for veterans of World War It during "tittO ,zletit it military
service.

underr the Social Secttritv Act as Itow constituted, there Ik tio way for a veteran
tior Itis dtttutiepnts to receive tile mtaxiulmttll beuelits itutder old-ago autsti srvivors
ittmitratice. This i true betauso ait idivittial who served his coemttry ill the
military or naval service was not permitted to built ilt aty wago credits during
the war sitice military service was exchltiled from tlte deliition of covered ent-
jtlut.yt . Actually. 'therefore, tite prettt Social Setcurity Act places a penalty
ullOt tile veteran for defeiditig lis couitrv,

It call ie logic aly argued that the relief of penalty imposed ott veterans aId
their deltudets ill tlt, operations of the old-age and survivors intsturaice program
should have beeit ntde at thie tit ttf passage of the iSt&leeyo Service Act, tlho
Civil relief Act, or tlte GI till of rights. 'l'o a veterant, it smmus sontewhat itteont-
sistettt that Congress should require a cotmtmercial ittsurattco coupaty to ntailn.
tain a policy ill force during the war eveit witltt promiti paymet'ts, as was
required liv tlte ('Ivil Ilelief Act, and at tlte site time fail or retse to make tlto
saite provisions for tle old-age aud survivors intiturai,', program operated by
tlte ( government . Since Congress diul iot set fit tlttrtng tho war to reliovo tleso
petaltle, ttll at tempt to (it so now call I Ilade, by some, to appear as it "vet-
erats' grab"' rat ter t halt tle proper atjllstnment of ail ititquitable sittlatiolt.

The Aterican legion believes tltt IIt. 1 1O provides a simple bit effective
meats of correcting tlis ittetjtuity by providing for the social security accountt of
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each veteran to be credited in the amount of $160 per month for each month such
veteran spent in military service. The American Legion favors the principle
involved in crediting a veteran's social security account for time spent in military
service. We do believe, however, as expressed In Resolution No. 294 of our 1949
national convention, tnat the amount of that credit should be the maximum $250
per month rather than the $160 as proposed by 1I. R1. 6000. We know first of all,
that only those who were physically, mental ly, morally, and emotionally sound
were selected by the military services. Because they were the most fit of the
men in their community, we know they would have had no difficulty in maintain-
ing the maximum wage of $250 had they remained home and worked in war
plants. Secondly, we know that no one will argue that a serviceman during time
of war receives compensation commensurate with his own sacrifices, his working
conditions, his hours, nor the hazards which he must undergo in the patriotic
defense of his country. We believe that $160 per month puts a very cheap price
tag on patriotism, valor and suffering. In civilian employment wage scales and
income are tried to production but since a serviceman during time of war Is ad-
mittedly not paid an amount which represents just compensation for his efforts
based upon civilian standards, who is to say that his service's in time of war are of
less value than the nonveteran. Since, then, defense of one's country during time
of war and assembly line production are not comparable, the American Legion
believes It logical to credit a veteran's social security account by at least an equal
amount to that of the veteran's stay-at-home brother. We sincerely hope that
this committee will maintain the principle expressed in II. R. 6000 of crediting
the veteran's account for time spent in military service but we likewise urge you
to give serious consideration to increasing the amount of the credit to the maxi-
mum allowable under the present law. Although the crediting of a veteran's
account even in the amount of $250 will probably not cover all of the technical
problems of old-age and survivors insurance brought about by service to one's
country, the American Legion believes that it goes a long way toward removing
the major penalties and reestablishing equity between the veteran and the non-
veteran in a large preentage of cases.

One of the inequities and penalties which is not necessarily removed by the
crediting of a veteran's social security account for time spent in military service
is the subject of American Legion Resolution No. 800 of our 1947 convention and
No. 754 of our 1948 convention. This resolution concerns itself with section 210
of the present Social Security Act which is restated as section 217 in H. It. 6000.

In the closing hours of the Seventy-ninth Congress, section 210 was added to
the present Social Security Act. This section provides that for a period of 3 years
following discharge from the armed forces a World War If veteran is automati-
cally presumed to have an average monthly wage of $160 per month. In event of
the veteran's death during this 3-year period, his surviving dependents then
receive a benefit based upon this presumed average monthly wage unless the
veteran had an earned average monthly wage in a greater amount. This section
also provides that If the surviving dependents of a deceased veteran are eligible
for any pension or compensation payable under any of the laws administered by
the Veterans' Administration, such fact is to be certified to the Administrator of
the Federal Security Agency and further payments from old-age and survivors
Insurance funds are discontinued or adjusted.

This automatic coverage for surviving dependents of World War II veterans
who die within 3 years after discharge ordinarily provides benefits ranging from
about $40 to $65 per month, depending on the number of dependents involved
and the length of the veteran a service. Those of us who were active in American
Legion child welfare work prior to World War II will recall that It took 25 years
and a Second World War to provide a general system of benefits for widows and
orphans of World War I veterans. The fact that similar benefits (although pay-
able through a different governmental agency) were secured within 9 months after
VJ-day represents a material advance in our national child welfare resources.

I must point out, however, that nearly'43 years have now elapsed since VJ-day
and this 3-year period of coverage for World War II veterans under the Social
Security Act has now expired for the majoriportion of veterans. For over a year
the national child-welfare division of the ,merican Legion has been receiving
applications for temporary financial aid where the veteran's family would have
been eligible for social-security benefits had the veteran died a few months, or
even a few weeks, earlier. The merd fact of a veteran living an extra week or in
some cases even an extra day, can dcpr ve his dependent children of a regular
monthly income,
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We believe 11. R. 6000 should be amended to remove this penalty on the surviving
dependents of a deceased World War II veteran by the simple expedient of pro-
jecting the provisions of section 210 for an indefinite period. We feel that this
amendment is doubly desirable because first of all Congress has not yet seen fit
to extend benefits under the Social Security Act to all wage earners. Because
of the large number of veterans now living, they are excluded from the Social
Security Act in the same percentage as is the general population. In other words,
if 40 percent of the general population is employed in jobs not covered by the
Social Security Act, then likewise approximately 40 percent of the veterans group
is excluded from coverage.

Even though the Eighty-first Congress sees fit to-extend insurance coverage to
presently uninsured groups, our suggested amendment would still be desirable for
a second reason since it would establish protection while the newly insured vet-
eran was building up wage credits. It would also serve to provide a floor for
survivors benefits below which the dependents of a man who served his country
could not fall.

I do not wish to spend all of my allotted time in a discussion solely concerning
old-age and survivors insurance benefits but before continuing to the public
assistance features of 1I. R. 6000, I should like to point out to this committee that
the American Legion, by Resolution No. 802 of its 1947 national convention and
No. 754 of its 1948 convention, has gone on record favoring changes in the Social
Security Act which will extend old-age and survivors insurance coverage to pres-
ently uninsured groups. We must point out that the present provisions of H.
R. 6000 fall short of this goal. The American Legion does approve of the start
made in extending insurance to uninsured groups but would hope to see eventu-
ally all regularly employed persons give the protection which social insurance
provides.

Also I should like to call your attention to Resolution No. 803 of our 1947
convention and No. 754 of the convention held in 1948 which places the American
Legion on record as favoring amendments to provide insurance coverage for fam-
Ilies where the wage earner is, or becomes, unable to work because of disbilitv
not covered under other recognized governmental agencies and not duillicated by
disability benefits from such sources as workmen's compensation. We believe
the provisions of H. R. 6000 substantially meet these requirements and such
provisions are consequently looked upon with favor by the American Legion.

Title III of H. R. 6000 provides amendments to the public-assistance provi-
sions of the Social Security Act and part II of that title deals with aid to dependent
children in which the American Legion is primarily interested. In our basic
concept, we believe that public assistance is a vital necessity but we further
believe that it should be reduced to an odds-and-ends program when the insurance

program has been so strengthened as to make this possible. Until Congress sees
t to make social insurance our primary protection, we must look to public assist-

ance as the first line of defense against economic need of children when major
misfortune befalls their families. From our own experiences in the administration
of the American Legion's temporary financial-assistance program, we know that
the present public-assistance provisions for children are inadequate to meet their
needs. During the past year, the American Legion and its affiliated organizations
have found it necessary to spend in excess of $3,000,000 where community agen-
cles or Government did not meet existing needs. In addition the American
Legion was instrumental In obtaining from sources outside its own revenue, some
2%4 million dollars to apply toward the same problem.

One of the grave weaknesses of our present act is its failure to recognize the
needs of the mother or otherrelatives who are maintaining the home for her chil-
dren. Prior to the passage of the Social Security Act, many States had established
programs of assistance for mothers known variously as mothers' aid, mothers'
pensions, etc. The Federal Security Act reversed the emphasis by establishing
aid for children who were residing with certain eligible relatives. The child-
welfare commission of the American Legion is in sympathy with the philosophy
of placing emphasis on children in any program such as this. But by neglecting
to make any consideration through the Federal act to the needs of the relatives
who provide care for dependent children, definite hardships have resulted not
only for the eligible relative, but for the children themselves.

the American family home is the most precious institution of our Nation.
Every act which we take in the field of social welfare should be put to the test
of whether or not such acts contribute to the preservation of the family. By
failure to provide for the needs of eligible relatives who provide necessary care
for dependent children, mothers in many States have found it impossible to
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maintain homes for their doenidont children. The principle of both our old
programs of mothers' aid and the present program of aid to dependent children
is that generally It is mtucih better to provide care for deptuidot children ill the, ir
owu homes with their own mothers or other close rolativts thani to vire for such
children in institutions. Although this principle is undoubtedlv sound, wo havo
failed to ihplent'nt It adequately by providlug a sourco of aid for those needy
oilgible relatives who are providing care for ohildren.

it. 6000 which eutbodies the recommendations lit our resolution No. 797,
selcs to correct, this situation Iy providing Federal martiipation in tin' Inettlng
of the needs of suach eligible relatives. The experience of the intiontl organization
of the American Legion i adminilstering direct fiutucial aid to depondont children
of veterans has deononstratod to us the levt for this stop. Applications reaclitig
our national headquarters for such aid front onr own1 resources show that 29
Krrecnt of the families which we help are reviving ait to ditendent children

m their State publio-asistance agencies in amounts insullicintt to meet itho
needs of the family as a group, or are awaithig action on an1 application for aid
to dependent children. While the national headqularters of the American L,egiou
Is glad to he able to asslat those families of vetrais for temporary periods, wo
can only reach a lilited number of fanmilios for a limited periodi of lime. We
strongly urge that Foderal participation in Imethig the nieedAs of depeulednt chil-
dren within the family group be providtl, icludihg the needs of the adult rlativo
(usually the mother) who I-roviies csart for such chiltron.

To the American Legion, all children are equally important. Ve, of eourie,
feel that we have a special responsibility to the de ndent children of veterans
and use a Iortion of our national resourtds in order to extend direct aid to sulh
children. Last year alone, the national headquarters disursed about $85,000 in
direct 1oney payments to needy children of veterati.. Although, quite naturally,
a largo portion of this money canto from the more wealthy S1tates, most of it went
to the aid of children in those Stateis with the lowest per capital itconte. li ofar
as our own program Is concerned, our purpose is to help those children of veterans
who are it need ind who are unable to havo those needs ant adequately through
the regularly established sources of public aid. We are convinced that itltder our
present system of public amistance thouilands of children, particularly in States
with low per capital Ineomeo., are not reteivhlg adequate care.

The national child welfare division of the American Legion recently colpleted a
3-month study of applications for Legion aid to children. This study found that
70 percent of all the applications received in our national headquarters caie fronx
one-third of the Statesthaving the lowest average payymenta under the State pro-
grains of aid to dependent children. At the time of the study, these States had
average ADC payne1A ranging front $20.13 to $40.28 per month per family.
During the same period, the ataigr li the middle range of ADC averages (froin
$46.58 to $70.11 per family per month) accounted for 19 percent of the appliia-
tions for Legion help, while an equal number of fairly high AIC States (front
$70.81 to $107.33) provided only II percent of our applications. This sato situa-
tion has continued over a period of a good many years. On a purely miathlulatioal
bas, a greatly disproportionato share of the fund which the national organtiza-
tion of tle American Legion has available for ehiil-welfare purposes Is being spent
In those State. which have the lowest standards of aid to dependent children and
which ae aso,.by and large, the States with the lowest per capita ieouues In the
Nation. From our point of view, this Is itoney well spent, since It is golug to the
support of a group of children whih need aid from somne outside source probably
wore than any other group in the country. However I must remind yo a ain
that no private organisation can hope to meet the nems of half the Nation's hilt.
dre and also that there are a equal number of children of nonveterans who are
In need and who are of great Importance to the future of the United Stttel. We
feel that where children are less apt to have their needs toot through State and local
resources, the principle of extending greater asistance should be applied to tite
public program of afd to dependent children, This recommenlation is endorsed
bylResolution No. 705 of the 1947 national ooivontion, which was realllrmed by
the 1948 national convention.

You will note that the Amerlcan Legion asks that Federal grants-i-ald to States
for the purpose of aid to dependent children be bed in part on the ceononmie
opulpty ofthq various States. There are a number of nitltotis by which Federal

granti-ald might give weight to the conomilo capacity of a State. 11. It. 6000
vrovide one method of acconplishing this end. Hlowover the Anterican Legion

ronot Irrevocably committed to the specific formula set Forth in this bill. Wo
reallse that muchi work has been done on this subject. This committee may also



583

have before it other forniulas designed for tl same ptrpos, and tle American
LeAgion would find acceptahle an reasonahle formula which would give weight to
the ecolnolmle capacity of th( various States in the computation of Federal Mt1in-
bursements for aid to depo1'nt1ent children.

Even from tint Ioint of view of our more wealthy States, It is good sound hu1so-
ness to see that telendent children everywhere are properly cared for. We are
a highly mobile Nation. Metropolitan centers for the 11,mqt part do not reproduce
their own lnmbers hut are constantly receiving new blood from rural area.,
Thome ltart-t of the Nation which are Poorest fin material wealth are richest In
children so thant there is at constant flow tif youing people from the poorer sections
of thle Itted States Into thie more richly eudowed'sections. Theo history of tile
Selective Service System also gives added stmt'stamee to the phmilosophmy o;f caring
for children wherev:er thie% may he. As hai meeI pointed out by olefl t record a
far gre-ter rcentage of young men were rejected hy our military services in tile
low per e.pita illeop Sttel than in the high per cal'ta income States.

l providing car for the tdepeudent ehilreni of tin, United States, it is time for
us to think an one Nation, to cousider all children of equal inportanee wherever
thev may ie born. On tl, bais of effort. lmany of the jIoorer States art' already
making a nuch greater effort to car for their chlldren oll a pe% rentage basis thai
are sone of the richer States. Time availmle tax resources in i1ally of these low-
Income States are imnplv not conilmrnahle to tin' %meeds. We see no() other wav at
the present tin' to guariantee reaonably adequate support for depem1dent chilhiren
il those States save through a system of'r'itnlrsoements which will Rive comhdera-
tion to the tconomile capacity of the States.

Om, further point on assistance to deieldent children. We should like to
eolmnntl ld highly the language of section 321 of I. II. I0 which pertains to the
reolrenientA Ot State plans for ald to dependent children. Of itarticular sig-
nifleanet' to the Atmerican I egion is lino 22, page 174, a11d lines 14 amnl 15 of pae
175 of tlhatl section. These lines specify that State plants nust provide that aid
to delpendent children shall ie furnlsnhl promptly to all eligible Inlividuals and
that an opportunity for a fair hearing before tie' State agency must bV provided
If a application foraitd to delItndent children is not aeteld upon withltin a reasontahlo
time. The American Ivglolt lilds in tl e administration f its own temporary aid
program that lnany' thousands of dollars must be oxtvmided to relieve veterans'
children of dire wed while awaiting some nation by Mtate ageneles in regard to
their pendlng application for a stance to depeudent children. On1 oine few
oceaslolms In somo few lot.slities, a lons wailing period might possibly be j1tstlled.
Plalicaly, however, the Amerlean legion can nel other see reason ior ecmse for the
high ipereeltiate of aid itt dependent children cases 1mm tile United States that nmtst
wait unudtly long period of time to reelve action On their applications. We
would most hearilly endorse atty language of the Federal act that would emphasized
tle need for Stato to act promptly when a Ohild appears to lte In ned for we
know that as a Natlit we lumst pay' a far greater prle for ommr ltrocrastitatll in
terms of ehronl defects and deformities brought aboit hy our falltrel to provide
growi ng clhilren with the things they nted at the time they need them.

Since 193l, tie Amerian letzion through convention action, has favored State
and Federal participation il tile tianinhg of foster home care. Our last mtuch
reolhtlom calling for thIs action we1m Resolution No. 7t0t of our 1047 convention
and No. 7A4 tif our 1049 nntlomal convention. It. Ii. (100 mnitnlins tlme princllelo
whereby Federal (Coverlnment might participate it the cmit of foster home earo
but lit ur opinion does not yet provide adequate means. Section 331, part Ill.
title IH, atnendf the p recent Social Secuirltv Act. by Iner asitg the amount of
nionev allotted for child welfare sPervics, admini.tered under the Vnited States
Children's Bulreau, to $7,000,000. The llrea'ms prt,ent. allotiment. for chid
welfare services amounts to only $3.500,000. As an orgatltatlon with 25 years
Interest il tile workings of the Uinited States Children's litiream, we do not Itelievo
that $7,000,000 will permit that agenev to do more than make token grants to
States for foster home care or to participate in foster care programs on a selective
basis in areas of greatest need.

Time American egion has Ihen cogulant that Pome few States in our Nation
have incremed the amount of mOney allowable to pmy for foster care of homeless
child ren. We flud, however, tha& imany States are unalo to provide greats'r
amounts of money for this type of care In relation to the other tax demands mde
upon them. Likewvse, loesl communitle are finding It Immpoesible to tven provi le
a11 amount. of Inoney sufficient to meet the footd and Clothing costs of children
living in a footer home.

SqOCIAL, SECURITY DIVISION
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As we have mentioned previously itt this testimony, the American Legion
believes all children tit be of equal intportance and we canntiot agree that a child
itl his own hotto imay iteed assistance when living with one parent bItt that a child
with no parents needs io assistale. If atiything, a fill orlilnti is likely to need
greater help it both service and assistance than is the ehild with one or bothparents living,

The national child welfare commission of the Anerican iLegiont has noted with
some alarm the increase in the population of institutions for dependett, neglected,
at(d delinquent children. We are certain beyond doubt that ote major reason
for the increase in this very expe nsive type of child care is our failure as a Nation
to provide adequate funds to secure iteeded foster homes. We (o not argue in
any sense that our institutions for children are not. needed. Manv of then tire.
ilit. we (to know that at tle present titio they are overflowing from a hick of
foster homes. With tile cost of living at its present level, foster parents are no
longer able to maintain a hoite for someone else's child for the atnount of assist-
aneo most of our contunities are willing to provide for them.

As a children's commission of the American Iegion. we attempt to think in
terms of 45,000,000 children. We try to be aware of what is being done for
children but our priary approach is through the answers to these three qu1esIt ions:
(I) Ilow many childreit need service? (2) What services do they need? (3) How
may those needed services be brought about? We are finding ai the present time
that nmatty services are lacking although the knowledge and ability to provide and
administer those services are available. For example, we are tinditig a great, many
States and coimutnities who sincerely desire guidance on their over-presetnt prob-
lem of delinquency. Yet the service of couisultation only to these States and
communities Is meager to the point of absurdity. Wo believe this is a situatiolt
which is easily remedied and which can be accomplished under the child welfare
services provisions of It. It. 6000.

In the ranks of tle American Legion and its affiliated organizations yout will
find between 35,000 and 50,000 volunteer child-welfare workers. We do itt hold
out that all of these persons are professionally trained child-welfare workers but
we do submit to you that their experience lit child welfare has taught theti to he
aware of problems lit their comntunlities. These volunteer workers report to its
that some of the areas of unmet need concerns rheumatic fever, ceretral palsy,
sight, hearing, and dental defects, crippled children, and others with serious mal-
formations and handicaps, runaways, detention of children awaiting court action,
children of working others, and other probletis of a similar nature, To tite
National Child Welfare Commission, all of these listed are a proper part of the
programs administered by the United States Children's Bureau. Ie feel that
a sincere effort should be'made by this Congress to meet realistically those prob-
lems affecting the youngest third of our Nation with special emphasis on those
outside the Individual family's ability to solve. We believe that the provilionis
for child-welfare services can be sutfliclently augmented lit i. R. 6000 to help
States to meet these problems. We sincerely urge that you its a committee give
thoughtful consideration to an extension of t'lese provisions.

We of the American Legion believe that a nation's children is its greatest re-
source. We believe that we make one of our greatest contributions to the Nation
by doing all we can to protect this resource. We sincerely trust that you as a
committee as well as the Congress of the United States iill join ts b~y acting
favorably on H. R. 6000 and its suggested amendments.

Mr. Chairman and members of the committee, I consider it a privilege in being
able to appear before you today and I wish to thank you all for the cosideration
you have given both to me and the American LegIon,

(The following statement was submitted for the record:)

STATEMENT or FRANCIS M, S .LIVAN, DISABLExn AMERICAN VFTEtRANS

Mr. Chairman and members of the con-M ittee, on behalf of the Disabled Amer-
ican Veterans, I wish to express our appreciation for the opportunity to address
vou relative to H. R. 6000, the bill now tinder consideration, to extend and prove
the Federal old-age and survivors insurance system, to amend tile publIc-assistaneo
and child-welfare provisions of the Social Security Act, and for other purposes.

The DAV Is primarily concerned with these provisions of It. I. 6000 beginning
on page 74 of the bill and designated section 105. This section seeks to amend
title II of the Social Security Act by providing certain benefits tinder the social
security laws for veterans ot World' War 11. Specifically, the propped amend-
ments would authorize earned monthly benefits or entitlement to earned lump-
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sum death payments for veterans of WVorhl War II on the basis of %sages of $160
i wr Imnith (or each molith, or airt thereof, such veteran served in the active
military or naval service of the Ititled Stat s during World War II. The I)AV
has wheheartedlv eitdorsed this prin(iph, o( soilal-.eicuritv lienetits for veterans
of World War II iv national convention mandate untmimously adopted at our
1948 coivontion hefd ill New York ('ity.

It. is entirely logical anld smiid t hat'hlite (ogresq of the United States shouhl
approve the provisions of sectio(i 105 of If. It. 6000. l1v far the large majority
outhe 16,500,000 parliellamils in the armed forces during World War 11 were
called into the service at a time wlv, they would otherwise have bten entering
the labor market In oceipalions covered liv the Social Security Act. As a result
of their service ill the arm, d forces, Ihese 1l,500,000 velerais lost the opportiiity
to Co,itritiute to lite social-securitv fund for ai average period of 3 years, tlere yl
lessening the amount of tLeir tillimate entitlenmit to soi'ial-seeiirlty Ibenellts. It
Is only just aid equitable that those own who left tei seemily of civilian plr-
suits Ill enter the ariwd forces should not be penalized in their old age by itlde-
qlatte social-steurily mIomlyt hvlilVitwts or imileiiate lump-suni deal Ih Iveits
to their dependents. This Sitoation can he corrected by tnacting IL It. 6000.

It is siicerelv holed that each mwimler of youir comiiittee will favorably cou-
sider section 105 of U1. It. 100 as passed hv" the louse of Rtepreselitatives and
thereby remedy ai imierent injustice ill the preset social-security laws.

With the p'rmissiotn of tlie ehairtan, I w old like to insert 'i thw record of
the hearings oii 11. It. 6000, copy of the )AV resolution endorsing the priticiple
embodied in section 105 of II. ft. 6000, attached hereto.

1)msAmi,mt) AME-IcAN V.TIE;IAN8' lTlVIms IrtI l': SOIITmON 10

Whereas at the tinte Comigress eimeted hito law the Socitil Seeiritv Act. it was
believed liy the American piillle ihat such legislation was initemndled to allevialo
hunger ani depeieldeniey of itdividlial workers, iii their oli age, or in the event
of the death of the breadwinner of a fatiiilv, cerlaini bentfils would automat ically
accrue ii favor of his widow atidor children, and

Whereas this hegislatioti was etiacted into law at a tIme well theso Ulited
States were at. peace with the world, therefore iio provisions were itieltided in
the law wiereby at individual who mav be called into the arned forces of otir
country, with or without his consent, cold and would receive the sanf consider-
ation for his widow and/ur children in the event of his death while serving our
country at the battle front during time of war as would accrue to (nte engaged
In private industry, thus plachig a heavy penalty ihllOi suich all Individual to be
borne by his wlow and/or children in the event lie was killed iin action, while
facing the fire of sit enenty, or dies ill service from any cause: Now, therefore,
be it

Resoled, That the national legislative department be authorized to support
legislation to provide social-security credits at the rate of $160 per month for
tIme spun t 

it, the armed forces of tie United States during World War 11.

'le CHIAIRMAN. Monsignor O'Grady?
You nay be seated, if rOtl wish. You tire appearing for the Na-

tional Confterence of Catholic Charities?

STATEMENT OF RT. REV. MSGR. JOHN O'GRADY, SECRETARY,
NATIONAL CONFERENCE OF CATHOLIC CHARITIES

Monsignor O'GrtAD,. That is right, Senator. My name is Rt. Rev.
John O'Grady. I an speaking for the various social and charitable
institutions of our church in the United States.

I have been a pioneer in social security. 1 have taken constant
steady interest in the program since tie beginning. it fact, before
there was a program I matn, some of the original studies of the aged in
the United States. I feel, therefore, that I have soie right, not only
as a representative of the( agencies of our church in the United States,
but in my own right, to speak on H. It. 6000.

Naturally, we have very largo interests in this field. We have soine
300 institutions for the aged in our country. We have a great nany
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child-caring institutions. We have city-wide social agencies in prac-
tically all of the cities of any size in the United States. So we are in
day-to-day touch with the administration of these social-security pro-
grams on the local level.

I personally have had a chance to see these programs in operation
in practically all the States, and I have had an opportunity of visiting
a very large number of families who are receiving these benefits.
During the past year I visited a very considerable number of families
receiving aid to dependent children.

When we participated in the discussion of the program in 1935, it
was our feeling that its basic purpose was to protect the American
worker against the great hazards of life, that is, old ago, premature
death, and unemployment; and that we should have a work program
to protect the worker by keeping the industrial army in good con ition
during periods of temporary unemployment. We had at that time a
great deal of discussion as to how the unemployed should be taken care
of, whether they should be placed on assistance or given work. It
was the general feeling at the time that a work program would be
much better than an assistance program. There was general feeling
that an assistance program for able-bodied unemployed workers was
thoroughly demoralizing. I think that was the thinking of the thir-
ties. As a great leader said in 1936, the Federal Government "shall
and must get out of this business of relief."

Now, we have constantly adhered to this point of view: that we
must have benefits based on rights to protect the workers against the
major hazards of industrial life and not have benefits that depend on
the attitude of every individual who vbits this family and administer
a needs test. And that has been our point of view in regard to the
whole Federal program.

Now since 1935, as the members of this committee know, we have
been studying this problem, and it has been rather puzzling to us to
see this assistance program snowballing year after year, gathering
.more momentum, while we have not been able to provide benefits
based on rights, as was originally contemplated under the act in 1935.
And it is still further confusing to us at the present time to find that
the Federal Security Agency is not satisfied even with the increases
proposed in the assistance grants under H. R. 6000.

The three existing categories, as the committee recognizes involve
the Federal Government very heavily in the States, in die relief
picture in the grants for old-age assistance, aid to dependent children,
and aid to the blind. And now, of course, we have in H. R. 6000 a
proposed new category of aid to the totally and permanently disabled.

Now we have a serious question about inaugurating Federal par-
ticipation in a program of umomployment relief under the auspices of
ADC. We think that that is a great departure. The whole question
as to how we are going to take care of unemployment is, we feel, a
separate question, and ought to be discussed in connection with the
stimulation of industry, as has been done this winter, in depressed
areas. It ought to be discussed in connection with a work program.
It ought to be discussed as a separate question, and not drawn in
under the auspices of ADO.

It is a very large program in itself. We feel that, in these cate-
gories, Federal participation is inereaaing. The amount contributed

C-86
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by the Federal Government next year will be about a billion and a
quarter.

One of our reasons for adherig to this categorical approach, instead
of getting into a large program of general assistance, is because we
feel the categories are more controllable. We are dealing with
measurable quantities. When some of the representatives of the
Federal Security Agency were asked by the House Ways and Means
Conmmittee hov they could estimate the cost of a general assistance
program, the answer was not forthcoming. You cannot find an
answer. There is no estimate of it.

I think the original idea was that. categories are measurable. The
Federal Government takes over a certain definite measurable part of
the field pending the extension of ol-age and survivors insurance to
include not only all the aged-and I want to emphasize that in another
connection--but all the orphans and survivors of persons who are
covered in this program.

Now, the Federal Security Agency is proposing not only to add to
ADC a program of unemployment 'relief, as we see it, but it is also
proposing to add a general public assistance category. We have
opposed that, as a Federal measure.

Senator Krinn. Let me be sure that I understand the phase to
which you refer as the general assistance category.

Monsignor O'GnADY. In the program originally, Senator, we had
three categories. We had old-age assistance, aid to dependent
children, and aid to the blind. Now I. R. 6000 proposes ,another
category for the permanently and totally disabled.

Senator KEmm. Is that the provision to which you refer?
Monsignor O'GnADY. No, that is not the provision to which I refer.

The Federal Security Agency is proposing, over and above that, as I
understand it, from the testimony presented to this committee,
another assistance category. The Federal Security Agency is pro-
posing an all-over assistance category which will take us into the
entire relief field.

Senator KERR. You are talking, then, about a proposal the Federal
Security Agency has made which would enlarge the provisions of
H. R. 6000?

Monsignor O'GRADY. That is right, Senator.
Senator Knn. All right.
Monsignor O'GRADY. It is the same proposal that they made to

the House Ways and Means Committee, and which was rejected by
the committee.

I want to make it clear, of course, from the beginning, that wehavo
a positive approach. We are not just objecting to certain things,
and we are not, from the standpoint of the Catholic Charities of the
United States, presenting a negative standpoint. As you can see
later, our whole attitude toward this is a positive attitude; We have
a positive point of view. Of course, I suppose we represent the
largest group of voluntary agencies in the United States in dealing
with children away from their own homes.

The Federal Security Agency, as I have pointed out, is proposing
an enormous expansion that would bring the Federal Government
into the entire field in the States. I want to include in the record of
my testimony a statement which represents the thinking of the
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Federal &wurity Agency in regard to this owholo business. I reanll,
their thought-oit eoneltsioti ill regard to it. I refor to the statemttult
in the Anumal Report of the Federal Security Agency, 1948, page 193,
under "Welfare services."

'l'ho CIIAIRMAN. Very well. You may insert that inl the record.
(The material referred to follows:)

WELV.AItF SYMV1CtU

Under the Secial Security Act the Federal (overnmnt ha- since 93tl partici-
pated in tile cost of providitig limited welfare services. Through the gratnts for
the administration of old-age assistatte,, aid to dependet chihlrenwill aid to the
Ilind, t he Federal tlovernittetit nivet -A one-halt the eoat of services that are directly
related to tile need of lersoms applying for or receivittg one of the,;e types of nid.
Moreover. miler title V of the act. traits are nide to States fot citl-welfare
services. A Stale cattnot claim Federal funds, however, for ser ices for needy
persons who do not fall within the beopt, of tilt eategorical prograttls. who tire
eligible for a special type of aid hut reqlaire help that i- Mttelated to their ftnacial
need, or who are self-supporting litht seek help itt meeting persoual or family
problents. lit tuaty States, moreover, puble chid-welfaro services ilpe available
onlv itt selected areas.

During thet past 13 years the value of wvelfairt services tumder govertmmettal
atmj tre ha betamtply detttowntrAteil by the results of the services sulppliedi
unier he troratmsfor chil welfare and ptmbllc assistatiee. Ittereasitgly peotde

are turning to the ptitilie welfare agency for services oft matty types imlmlmmgil
homemaker service, liomo-titdiug, atd coumseliutg. In mmltiy localities of the
Nation there is ito other social agencV.

To help fatilies to remtain togetlher atilt to ettable fatuilles and adults to becoile
self-supportintz. to make fuller use of conuntunity resources. or to solve itiividtlal
or family problems. the Social Security Admnintstration advocates the exteniou
of Federal flnalteial participation to cover all welfare services admuiistered b%, the
staff of the public welfare agency. The Admitistration believes that comprhet-
sive welfare services shottld itt time he available to persons re(,uestim.e theta -
whether needy or not-in all conmtnities of the Nation. This goal cal be
attained, however. only & additional personnel ean become eq tipped to render
service of professional quality. Tints tilte Federal toveriment should also partici-
pate in fitatteing tlte traititg of additional persotitnel. lit all parts of tilt, country.
agencies are giving itereasing attention, through tuitneroius traintitg devices, to
Improving the completence of staff it dealing with the prohlett oit person who
turn to tile agtencv for help.

The Social Secitritv' Administration believes that. States should be able to get
Federal financial support for demonstration projects itt selected cotmntttunities
where plan for providing comprehensive services or particular types of services
can be tested and evaluated.

Tile Fatnily Life Conferenee. called by the President in May 1948, has focused
the attentionof the Coutttry otl tile coutritmtiont of tile falilly to national life atid
on the forces that tend toward dishitegratlot of tile family. * Servtce.4 to promote
the integrity of the family should receive the whole-hearted support of the Federal,
State. and local governments, and of voluntary agencieq. At the pre-tt. time
no agency of the Federal (overnettt has responsibility for studying family life.
The Social Secirity Admiiktration believe, that Coutrevs shouht authorize the
Federal Security Agency to engage it research relating to family life with respoitAi-
billtv for analyzing the factors resutlting I disruMption or weakentig of tile faintly
and' hose ten'ling to strengthen tile family as a social tnstitutio, The Federal
e01rity Agen y should, we believe, serve as a clearinghouse of information on

programs atd reserch relating to tle welfare of the fatillv attd should stitulato
public and private agencies to develop conimnttity service.; atd facilities to assist
families to cope with the problems of our modern" t imes.

Monsignor O'GWGA . Now we feel that there is a dattger of this
program increasing to the point where it will be impossible for us to
got a real sooialsocurity program. That. is our honest point of view.
We fool that it. will endanger the Mntire structure of a social-insuranlco
program based otn rights. And we are for oxtending and expatdiing
that program, not 20 years from now, not 10 years from flow, but now.
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As to II. R. i000, there is on point about which we have (questioll,
here, and that. is the requirement that State public-assistance plans
include a training program. What the Fed eral Security Agency
really wants to do is to use that as all opening wedge for getting into
the entire field of service, not only to the needy, but to all the people
of the United States. W'hat is belt introduced here is a program
which will provide counselors and guides for family life on a Federal
pattern for all the people of the United States, and not for the needy
people alone.

I have pointed to the question of extending aid to dependent clit-
dren to include unemployment, relief. There is a great deal of criticism
at, the present tine, as t 1 Committee well knows, about tile adliinis-
tration of aid to dependent ,1 hilden in the States. h'lliat is tile reason
why we are all t lim more anxious to see some more const ructive program
take its place. And we are beginning to wonder whether such a
program, covering hundreds of thousands of families. call be adininis-
tered on this individual basis, oil the basis of each individual worker's
approach to this particular family.[ have visited mlanyv of these v families. I have spent mnany hours
in this past week visiting these families, and I find the most puzzling
situations. I find, for instance, a man who is supposed to have
deserted, and lie is earning $100 it week as a stereotyper, and tle
mother is getting $150 a month under ADC. That mnan had been
earning $100 a week over a considerable period of time, and some of
our volunteers finally called it, to the attention of the administration.
That family had not been visited for 6 mouths. We get situations of
that. kind tall the time. There is no follow-up. 'There has been
complaint, I know, about tile administ ration of unemployment comi-
pensation. But with unemployment compensation, vhienl I go ahlog
those lines, I tind, on tile whole, there is an effort oil the part of tile
agency. They have established standards. They have talked about
the obligatim of the workers to respect this betiefit-that they can
only get, this benefit under etain definite conditions. The man has
to present himself at the employment, office each week for a job.

Now, there is very little effot, as far as I can see, in the States, to
follow up on this Ab)C and to follow up on its administ rat ion.

I am not presenting any cure-all, but you certainly should not per-
mit families who are receiving very hirge benefits to so abuse tho
Program. Because inl many cases I 'really think that, as I have seen
it in the United States, tids program is more liberal than the wage
system.

Now, I think that raises a real economic question in our life. Can
we afford to develop a program along this line that provides benefits
that are higher than wages? What will that do to the wage earners
of the United States, I want. to know. That, is a very real question.

I again return to the basic question of a floor of protection for the
workers of the United States against the various hazards of life.

In preparing this testimony our agencies have kept on reminding
me that. our basic interest in the program is the care of dependent,
neglected, andi orphan children. Now, we have made great sacrifices
to maintain our agencies in this field. In a very large number of
communities in tile United States we have entered into financial
arrangements with the local governments for the came of our children
which prove satisfactory to everybody locally in these communities.
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The attitude is, in the local communities: "We are in this field.
We have been in this field for a hundred years. And now we have
this pattern coming from Washington which Bay§, 'Now, you don't
belong in here. We are in the field.' "

And are we going to discourage all voluntary effort in this field?
We don't want to stand in the way of any program for dependent,

neglected, and orphan children that are not reached by the existing
organizations. But are we going to got into an ideological battle in
every city in the United States about this? Suppose the child in
already taken care of. Why do you want to change that arrangement?

For instance, the Chief of the Children's Bureau made a statement
before this committee some days ago to 'Which I should like to refer.
She said:

Public funds should 1 e administered through public agencies, which, however,
may utilize the services, of private agencies when appropriate to meet the par-
ticular needs of individual children for whom the publo agency has responsibility.

Now, I have checked this with our leaders in Cook County, Chicago,
and this is how they interpret it. This is how they say it would apply,
and of course, they know their own situation, I presume, in Illinois.

This means that in a city like Chicago the Cook County Welfare
Bureau would have to take over direct responsibility for the carp of all
the children that we are taking care of at the present time. They
might, at their own discretion, contract with us for the care of a limited
number of these children on the basis of their special needs.

Now we can apply this same reasoning to many other cities in the
United States.

We also have a great deal of question about the expansion of this
program in rural communities. I participated with others in the
writing of title V of the Social Security Act in 1935. W., said, "We
want all the expansion that is needed in areas that are uncovered.
Now, do you want to take over the voluntary agencies in places that
are now covered?" And then we got this provision for child welfare
services in rural areas and areas of special need. Those of us who
have followed the program with the greatest care are not satisfied
that it has made too much progress in its original objective of providing
a program of service adapted to the needs of rural communities.
Of course, we know what the philosophy is, prety well. I think it is
stated very well by the Chief of the Cfiildren's Bureau. And that is
what we face in this field.

Now we have supported the increased financial participation, by
the Federal Government in the three categories of old-age assistance,
aid to dependent children, and aid to the blind, for which H. R. 6000
provides. Then we come into the inclusion of a fourth category,
aid to the totally and permanently disabled. We believe that this is a
pretty ,!early defined group like the aged. We believe, however, that
aid to the disabled should bo based on a rehabilitation program. No
aid should be given to a disabled person unless his case has been studied
by a rehabilitation agency. Provision should be made for the purchase
of services from both State and voluntary rehabilitation agencies. It
is generally recognized today that all forms of disablement are relative
to one's attitude toward them. That has-been the experience of the
Veterans' Administration. Many ppoplo who heretofore have been
regarded as totally and permanently disabled have become capable
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of self-support by constructive rehabilitation service. That is the
thing that is missing with the disabled fathers in ADC families. Very
little constructive effort is made to develop a real rehabilitation pro-
gram for them. And I think it is the attitude of all who have been
iterested in these programs, that we should constantly be striving
toward self-support for all people, enabling them to provide support
for themselves, even if they have handicaps.

We desire to command the steps taken under II. It. 6000 in improv-
ing the benefit standards and extending old-age and survivors insur-
once. The addition of from 7 to 11 million people to this system is an
important step toward general coverage. We approve the extension
of old-age and survivors insurance to the permanently and totally
disabled.

Ht. R. 6000 has gone a long way toward providing a method of in-
cluding voluntary nonprofit religious, charitable, scientific, literary,
and educational organizations under old-age andl survivors insurance.
The workers in these organizations will be required to pay their share
of the excise tax. The organizations may enter the systent on a
voluntary basis. Religious organizations want. to participate in a
program that benefits their employees, but they want to do so in such
a way as to protect their tax-exempt status. If they were subjected
to an excise tax in this matter, they might soon be subjected to other
taxes, which would make it virtual impossible for them to carry on
their important programs. We recommend that the very desirable
provisions of 11. I. 6000 in regard to nonprofit organizations be ap-
proved by this committee.

Now, while H1. R. 6000 would provide for a large extension of the
old-age and survivors insurance system, it. would do very little for the
present aged. It may add some 20 to 30 thousand persons over 65
years of age.

And we want to keep on emphasizing the responsibility of the present
generation for its own aged, and no to think merely about a program
that may include all the aged. It is questionable whether H. R. 6000
or even H. R. 2893 would provide for all the aged.

Under H. R. 6000, we are providing quite generously for those who
will qualify in 5 years and who have had full employment during this
period. Through the $25 a month minimum, we are proposing to
take care of a sizeable number of aged persons and survivors who have
had very little contact with the system and who may have paid very
little into it.

We took in a very considerable block of people under the 1939
formula on the basis of earnings of $300, which meant that the workers
had paid $3.

I have heard on all sides objections to extending coverage to the
present aged. In other words, we seem to fight shy of this immediate
problem of the 11,500,000 present aged persons in the United States.
Some people will tell you that it is too expensive. One of my advisers
told me the other day that we didn't have enough money in the United
States to take care of these folks now. I asked him what we were
going to do 20 years from now or 10 years from now, when the number
will have increased maybe 3 or 4 million more. We can surely afford
to show the same generosity to the present aged th.t we are willing
to show to those who qualify in 5 years, or in 10 years, or in 20 years.
It would be by no means an impossible task to secure sufficient in-
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formation in regard to their contacts with the labor market and their
earnings. We have done that in railroad retirement. We have looked
back over their records, and we have tried to get the best information
that we could in building up their credits. The $25 a month minimum
included in H. R. 6000 is an important step toward recognizing the
social responsibility of Government in this field. In other words,
under H. R. 6000 the Federal Government will be committed to
paying $25 a month to those who qualify under this system. Why
can we not apply to the presently excluded aged the same principle
that we are applying to those who have made token payments under
this system? And, as I have pointed out, we have included a great
many people already who have paid very small contributions. We
talk about this as an insurance system. Maybe the terms used in
describing it originally in 1935 were more applicable. We called it a
system of "benefits" rather than insurance.

We want to encourage employment for the aged. Because, after
all, the economic burden is going to become very great. It is going
to become one of the largest social and financial responsibilities of our
Government.

When I worked on this problem back in 1915 and 1919, we used to
think of these benefits as fringe benefits, as we called them. Now, of
course, they involve the whole economic structure. And we have the
grave economic question as to how it accords with any system of
savings, the maintenance of a dynamic economic system.

At the present time 1,100,000 men and 800,000 women are receiving
benefits under old-age and survivors insurance. Some 2,700,000 per-
sons are receiving old-ego assistance benefits, and of these about
200,000 are receiving old-age and survivors insurance also. We have
some 400,000 men and 2,700,000 women who are out of the labor
market and are receiving neither old-ago and survivors insurance nor
old age assistance. If we add to this number the 2,500,000 on old-age
assistance, we have a total of 5,600,000 persons that are outside of
the labor market and are riot receiving any benefits under OASI at
the present time. If we add the 2,200,000 orphans and widows not
included under old-age and survivors insurance, we would have a
total of 7,800,000 persons who are out of the labor market, not covered
by OASI, and who are really our present problem. This is the prob-
lem with which we are confronted, and we say that this generation
must face the problem of caring for its own aged.

Now, if we were to bring all these under coverage in old-age and
survivors insurance, even at the $25 a month minimum providled in
H. R. 6000, we would have an annual expenditure of $2,340,000,000.
If we were to pay each $600 a year-and, of course, some people around
here are talking about $100 a month; but even at $600 a year, it would
mean an expenditure of $4,680,000,000.

I am well aware that the inclusion of the existing aged under old-age
and survivors insurance would really mean universal coverage. At
least it would include coverage of all th9se who have ever been eiigageJ
in any form of gainful employment. It would be hardly possible to
include everybody. You will find, I am sure in our society a con-
siderable number of people, possibly not a very large number, wio have
not had contact of any kinid with the labor market, have not been
engaged in gainful employment throughout their lives.
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The universal minimum that. I an suggesting for the existing aged
would not. mean the abolishing of the contributory system. Whether
N e should have a universal minilnum for all is a very debatable ques-
tion. I have thought about the idea of a separate tax, which would be
earmarked, and which wouhl bring us to the point of facing inmmedi-
ately the question of taking care of our existing aged, over against our
resources-what we could really afford to expend each year. Because
after all, whatever we may think about any of these programs, they
are paid out of current. production. We may conceal it in any way
we want, but we produce so much each year, and that is all we have
got to distribute.

Over against the question of our responsibility for the aged, we have
to think about, the other responsibilities of Government in the United
States. nMany people, I know, have suggested facing the problem
front that, standpoint. That. was what was done in a report by
several members of the House. Ways and Means Committee. A
great many people are committed to that approach. After all, if we
had begun in that way it would have been different; but we began in a
different way. We began with the pay-roll tax. We began with the
contributory system, in which the worker feels he has an interest.
He exaggerates the extent of his investment in it, I know. But still
it has many advantages. And while in other countries they gave been
satisfied with the minimum, 1 (1o not think that our workers would be
satisfied. In these benefits, we have tried, over and above establish-
ing a minimum, to have some relationship between the benefit and the
person's wages. Our workers have become accustomed to that sort of
thing and I am in favor of continuing it. If we had a universal
minimum which would include all the present aged, I would then be
perfectly willing to accept the provisions of H. R. 6000, although I
know that there are some things in the bill that won't last, among
them the continuation formula. Take the man 60 years old. If he is
fortunate enough to have full employment in the next 5 years, and if lie
earns $3,000 a year, lie can quality for full benefits. But take his
brother who is 55 years ol, and has the same coverage. When he gets
to be 65, even though he is earning the same amount of money, his
benefit is cut in two. That, as I understand it, is the continuation
formula. I have debated this with the representatives of the Federal
Security Agency, ald the answer I get all the time is "We are going to
settle that when we collie to it."

Of course, I know it will be settled when we get to the 5 years, be-
cause it won't stand up. I don't think that it will stand up because
it is an effort to conceal the cost, to make the program appear less
costly now, in the estimates for the next 10, 20, and 30 years. But
clearly that is not going to remain in the act.

All'in all I should be inclined to go along, and the group that I rep-
resent are willing to go along, with the basic changes in I. R. 6000 as
they affect old-age and survivors insurance, with this reservation:
that. we want to see universal coverage. We want to face the problem
of the existing aged. And we want to face it on a pay-as-you-go basis.

Senator KERR. May I interrupt you, there, for a moment?
Monsignor O'GRADY. Yes.
Senator KEn. I gathered a while ago that you felt that there was

a coverage being recommended by the Federal Security Agency over
arnd beyond the provisions of H. fR. 6000.
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M osignor O'Grady. That is right.
Senator KEnn. Which you disapproved, because it wouhl be too

extensive a program and of a nonestimable amount of cash.
Monsignor O'GRADY. No, no. As far as the recommendations of

the Federal Security Agency ini regard to the extension of OASI to
include almost universal coverage are concerned, we favor what they
favor. But we feel that what they favor means. this. It means that
we will include only about 30,000 of the present aged. Even 10years
from now, we will still have about 67 percent of the present aged who
will be out of the systern.

Senator Kpitn. I am not trying to argue with you. I am just try-
ing to get your viewpoint. And I gathered a while ago that you ob-
jected to as extensive an additional coverage as they were recommend-
ig. You said that nobody could estimate the cost.

Ivlonsignor O'GRADY. No, I talked about assistance, Senator. I
object to the over-expansion of assistance.

Senator KERR. Yet I understand now that you are saying that
you favor a minimum to all of the aged.

Monsignor O'GRADY. That is right. That is, all the aged under
benefits based on rights.

Senator KEnn. But regardless of the formula, the net result would
be that all of the aged would be included.

Monsignor O'GnADY. All the aged would be included.
Senator Knn. And in my own mind, I am trying to figure out how

you can on one hand object to a program that is too extensive and
on the other hand propose one that is even more extensive.

Monsignor O'GRADY. Yes, it was the intent of the original act as
I understand it, to bring the aged in under a system of benefits based
on rights and to provide a basic floor of protection for them. That is
another important consideration here. Are we trying to provide a
basic floor of protection for people, or are we taking care of all their
needs?

Now, I want them included under a program that ivill not involve
a needs test. Including them in this program of old-age assistance,
will mean involving them in a needs test, which, of course, is a variable
thing from State to State.

Senator KERR. Then I get it that your objection is not to the
proposal to cover them, but to the method?

Monsignor O'GRADY. To the method. That is right.
The CHAIRMAN. That is as far as the aged are concerned. But as

I get your viewpoint, you look with misgivings upon an effort to extend
the assistance program into other fields?

Monsignor O'GRADY. Into other fields, yes.
Senator KEmn. So as to make it practically a universal system.
Monsignor O'GRADY. Yes. Because that brings the services of

the Federal Government into every family in the United States.
I think that involves serious implications from the standpoint of
Government.

The CHAIRMAN. It has been suggested that the categories now be
enlarged so as to take in permanent and totally disabled which has
your approval at least, as I understand it, so far as the bill goes.

Monsignor O'GnAvir. That is right.
The CHAIRMAN. But it has also been suggested that it be extended

so as to take in the temporarily disabled.
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Monsignor O'Gh.ADY. Tlhat is right.
'l'Tim C.\.M.AN. And it hits also beel suggested that in the .ase of

children who are still living with parents but. who have not. the same
e(C'oonie status or, let. us say, a blisic status, o1e which will give thet
the bent'fits to which they are entitled, they should be regarded as
depentli children who have been deprived of tile aid and assistance
of the fat ler through separation or death.

Monsignor O'T. . There is the questionn, there. At. tle present
time they are available to children who have been deprived of the
support, of a parent. through death, disablenieit., or desertion. Now,
what, they are proposing----

The (.nM.AN. Is to extld it. beyond thait?
Monsignor ()'G.N-v. Yes, to take care of chihren of the inent-

ploved. Now I raise a question, there. I say that is getting the
Federal Government into the field of unelnlploynient relief, and thit
is it big and separate question in itself, and ought, to be aplproached in
another way. And it w\'ill virtluallv take tlhe Federal (overnnenit
into general assistance. it. takes thie (Grovernment into an uneontrol-
able field, inl my judgment. \Ve have Ulnemployment compensationn.

We have work programs, as I pointed oult before. And this winter
we have stimulated industry, and we have tried to get tle people
working. Ve are not following il) even on the present, system.

I think it would be disastrous to include till tinemploieut. relief
under the aegis of aid to dependent chihlren. Becalslt, we would
have no follow up with tlse enei. We couldn't. tell whether they
were unemploved or not. I question, not. whether it is socially, desir-
able to have tli Federal Government go into it. I think the V'ederal
(Government has ia responsibility for employment, I think we recog-
lize that. Wo have the principle of full employment., which hits been
accepted by this Congress. And I think we ought, to stick to that and
approamch it as an economic problem, in a way which will be in harmony
with the dignitv of the workingmen of oli' country, and not huve
ADC bogged (town in a program of unemployillimt. relief. Thlat
was debated all through the thirties and has been a debiltable issue on
this hill for ninny years, almost. as long as I have been around here.

The Cn.u, A N. It is very clear to my mind. I an very glad to
have your viewpoint on it.. It is very clear to my minid that it
ap roaches very close to a general assistance program.

MoMsignor O'Grady. That has been my contention from the
beginning. I participated in the discussion ili the writing of this title
V originally, and I raised that very question. Because after all, as
you know, the leaders around here at that time didn't want general
assistance. There was an effort on the part of it certain group, and
we knew pretty well who they were at the time. 'l'hey had a faint.
hope. If they brought, it out. as general assistance, tI hey wouldn't
have gotten anywhere, but it was a method of getting general assist-
ance in by the back door. That is how I felt about it at the time, and
we had a'frank discussion of it, in the groups that were working on this
act in 19315. It has cont-inued to come ill) because we have had a
group of people in the United States who have been trying ever since
1935 to get us into this field of general assistance. We have opposed
it because we felt that the other approach was more in harmony with
human dignity, and less expensive in the long run.
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We feel that. this thing would become mueh more uncontrollahh,
than any form of benefits based on rights. Because when vel
establish a benett based on rights, as I understand it, you think about.
a base floor of protection. But this public amisIstance concept.
launches its into a program that is larger thaln anything ever conceived
by any government that . know about., with tihe view that you aregoing'to take eare, on an individual basis, remember, on a' budget
basis-income and resources on one side, needs on the other side-.and
you are going to spell out the needs of every individual in tlt, United
States, and you are going to administer a program on that basis. I
don't think it is administratively feasible or desirable, and I think it.
is going to involve an expi, nmiture that may readily engulf our ecollony.
That is myi hionest and sincere iuder-4tanidingr of thait situationl.

Senator Ksnn. May 1 ask you it question, there? WVould not a
provision to make a that sum payment, as a matter of right to the entire
group of our citizens (15 years aid over involve a greater amount?

Monsignor O'Grady.' No; I don't, think so, Senitor, in the long
run; not after we brought in this present group. Then we would have
this contributory system, something to which the workers had
contributd.

Senator Ktminn. But as to those now 115 and over and who would be
put under the system, they would never make any contribution.

Monsignor OG(nADv. N o. But am pointing; out. this, Senator.
Take those whko came in in 1939 for payment of $3. That wasn't,
much of a contribution. But, they were insured immediately.

Senator Kpa. But what is the'total of them, even including those
who have made substantial contributions? What is the total now
under old-age and survivors insurance?

Monsignor O'GRADv. Those that are fully covered, to use the term,
which means that they may not. remain* fully covered-there are
about' 33,000,000.

Senator Ki:atn. No; I menan those now receiving benefits.
Monsignor O'GRADy. Roughly about 2,(10,000. 1 cited th, exact.

figures.
Senator KanuR. You did. But was it not nearer one million than two?
Monsignor O'GRnAv. No, I think it is, including the survivo's,

including the widows and the children, it, approachess 2,000,0tit0.
There are about. 1,900,000 retired workers now receiving OAS bene-
fits. Then there are about 8110,000 orplmans and widowed mothers
receiving OASI benefits.

Now, I think it. strange that a system that has been in effect for
13 years still only covers about 33 lpe'e'ent of the wage earners.

senator Kamt. Here is your statement:
At the present tine, 1.100.00 men and 800,000 women art revclvig howfitts

under old ago ai't- survivors v ilsuram.ne.

Monsignor O'(HADv. That, is right.
Senator Kmn. There are, however, 1,200,000 over 115 aside from

those institutions. i
Monsignor O'OnRAv. That is right.
Senator Krmun. So that, you have about. 18 percent of the present

65 and over group covered.
Monsignor O'GItADY. Oht you have about. a fourth of the total.

You have approximately 8,600,000 that. tire out. of the labor market,
Senator.
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Senator K :lt. But, your suggestion would cover thei whether
tey are ill or out of the labor market.?

Nhisignor O'U itnv. No, I would cover those that. have colitacts
with thi labor mjiarket. We have had t hat experience before. We
have had it precedent. for it ill railroad retirelent.

Senator l.FIti. I aim approaching it merely from tle stindlpoint
of what, you said a while ago nobody had don't with reference to otler
recoiuenodations, and tlt is what, it would cost.

Mlonsiglor O'(GRADv. No, I think the cost'in tilt, long run would
be less. Because, as I see old age assistance ill the States, it. is going
to keep on snowballing. You have, for instance, in lMisialA, 811)
out of every 1,000, 15 and over, receiving old-age assist alce. Ill New
York it. is 103 out of every 1,00t). So here You have ls bogged
down in the States in hopeless discussion.

For instance, take the State of Washington, almost bankrulted by
what. them are paving. Tihe State of California hals prolonged th'e
battle. ''here is the utmost. confusion about this Inogr11n ill the
States. And I think it is better for its to face it in thils way, eveln
if it dots involve a considerable alnount of expense, because, it. con-
fronts us with the problem, instead of putt.int it. off.

My contention lits beemii that wheni we talk about this problem of
till, aged, we keep on talking about the aged who will qualify in 20
years from now. Now, if we were to consider, Senator, those that
are ill greatest. need right now you would probably finid that tilt top
third of this number that. 1 an speaking of, could probably pretty
well take care of themselves right now. 'The chances are that tliv
wouldn't accept this benllt. rig it now.

So that what. vou really have to think about. basically is the lowest
two-thirds down ill tie scale. And when you begin to analyze the
system, and you find tlat while 33 percent are prmaleitl in tvird.
it \oi take tat lowest two-thirds, those in greatest need, yoll will
probably find that only about 20 percent. of t hen are covered under
this system. I am not, assuming that it doesn't involve some dilficul-
ties, but they are not. as important, I think, as tle dilliulties we art
now becoming involved in with til, States. For instance, we are get-
ting more and more into this new formula, which we support,. We
are gettiiglup to 80 percent of tht, cost, in the States. Witli the vari-
able stamntardts that. are set, up in the States, with the variable grants,
1 am111 not, so slre that, we are not approaching a pension by another
route, so thlat, it would bt, one pension over against another pension.

Now, you take the State of (olonido. vhey virtuanlly have a pen-
sion. That is all there is to it. And in New YtrkStato, thoindividual
social worker administers the needs test..

We are getting into so much confusion in this thing, in the States.
that if we 5to not face this question squarely today, oil a Federal level,
we are going to sink deeper and deeper into all these debatms in the
States. 'rake the question of family responsibility, for instance.
Why, in a number of the States, they have throwii out the whole
question of family responsibility, thrown it out tle window. And I
thought we had settled that debate, and that we would develop a
uniform pattern with a uniform floor of protection. I think I can
establish a case for that as stul)erior to tile other. 1 am not. assuming
that it is a panacea. I don't pretend to have a panacea. A lot of
able minds have worked on this thing, and I have had a chatce in tie
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last. i months of canvassing very large iiuinh&'hrs of tilt-Ill. In prepalring
this testiionv I must have tllked to hundreds of people who have
studied this thing for years. And I thiik if you get it poll of the
experts in this field, they would vote for this lIpproaich mow, rather
thnlli this constantly putting ofy iehmdiimg the prvsent aiged; nid on t
pay-as-you-go basis, too. Then we are facing the cost. We atre
aet uallv faeimig the cost now. 1 think it. is sounder.

1 think the expenditures of the Federal Government in this lield in
the next few veans are 1npre&dietable. Suppose that these States with
high grants should run into a pension iovenent? Take, for instance,
New York State. New York State is no more immune than Cali-
fornia is. And certainlv California is pension minded. low 1uch
is it going to cost the Federal (lovernient, I would like to know.

1 wouhi like to see somebody figure the cost of this assistance
prograin, like they have tried to do with old ago and survivors insm,'-
ance, and take all the immeasurable things that they have brought
into this thing, all of the thing s that are very diflicult for anybody
to llelsllre.

I would like to see. somebody study those thint's ahead and say,
"What are we rnming into in tie Stairs? How much is this old age
assistance going to Cost?"

We call this a pension. I ani not fully reconciled to the idea of
assistance. Whell calalpigned on it first, with tihe Eagles, we used
to call it a 'pension,'' and 1 ami11 ilot so sure hilt nlaybe it is a sounder
approach than this assistance idea.

I think it. is a question of weighing, Senator, one thing against, the
other. I believe, and 1 think the great. majority of the experts who
have studied this problem believe, ill approaehiig it front this realistic
standpoint. I would gradually withdraw the Federal Government
from the entire field of assistanee. Then lot the States continue to
s eiupphent as they are at the present time.

We can't develop a program that assumes that the Federal Govern-
ment is going to do everything. After till, as one of the great leaders
of this deniocracy inI the 1930's used to say, "You have got to leave
somnething to the neig1ho.s, to the churches." I assume you are notgoing to abolish all volutary elfort in the United States." You have
to leave something to the local community. Because, after aill,
participation in this work on the part of the citizens, certainly, is
part of our democratie way of life.

Senator BREWs'rT. Solnetlhiig more than that, is it not? The
Christian way of life?

Mlonsignlor O'GiuRxuv. The christian way of life). And that is (lte
way miy life iis been built,, and tcme lprograii that I hatve worked onl
for .35 or 40) years. I believe you aire not goig to have mluch of it
program of aly kind, government or anything else, if you do not have
that convictionli among von citizens. thtt voluntary effort.

Senator Bimm'snam. If you had a system where every need of the
child or the family from tie cradle to ihe grave were taken care of by
the Government, we would have a very changed system of society,
would we not?

Monsignor O'GRAv. And above all, if you got, it on that basis,
the Government should attempt to provide all the advice and all
the counseling for families. WV hat kind of a society would that be
if we were to say that the Government is responsible for every need
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of ev'erv illdividtil in tit,' nitetd States. That is tilt' ihlic assistill1e
C0it(t'jt . Yotu cannot gtt away fromll it.

Sena tor i ll:\' smt. Does it not imply, in lit' final analysis, it
Comtplttely totlalitaraitl regilti?

Nosiglnor O'(GRADW. Well, I think it is getting pretv close to it.
If vol havte a Federalll pattern that goes down to all the Stal,% yes.
Of'course, the" sa" thit States will administer it, but I think llose
of uts \who hllve been in this work for it long time know What. halltppens
ill practice. Ve are talking not about theory but about )racltie.

svlmior I\\wsTicn. I was wmach interested d hat vil hal to say.
1 11111 sorrv I coul not be here earlier. to hear all of it, bti I was muh
iInt, sst'd with What you said. I am parlieuilliy im)revsed, ner lite
end, where you Speak' ahout umni''sal coverage lld theilut, y as you go
basis, from which I gather that you mean that ti le Federl (,ovt'en'nt'uit
woult tiake a certain m ehleenal lid for old Ige.

lonsig,,nor ('( IA in. 'rhat is right.
Senator BItmwSr\i.:it. And tihe" woulh recognize that as a problem

that this society Was now prepar;,d to meet. and thty would make stme
minimum cont'ribulionl, which woul go to every one who rellehttt a
,ertain liag', with whi('ver exceptions you might provide; but that it.
w o ultd le ia i\i'it'r alh 't \'lo l ra t'?

.NlohsigInor ( )'( I.AY. 'hlt is right, ulliVerlN CoV'erllg t wilh i
mininmiuln tlt is dtliit IItt an fixed. Thell you are no going to
become involved in these t is ad downits ill thet St t es allt in) all tit'
pirob h',s of flmily life ill thit' Statts.

I know sllme It'the,'al people' who tlink that if tiey hald af Iftw tno
wvorkers thI t'v coult reform ill ti these Statt institutions. It is tougher
than that. You hav'e to gel the people in tIn States interested.

Senator' 1nli:\V:rl. 'ham t yoi Say does take lteolttlt of tlio t'iill g-
iiig valtte of thie dollar.

\omsivior. ()(Mi.,ut . It dos. I have strlggt'td with t ese
probhl'ts alnd talked with experts about thn. I Iave done e'erv-
luing lpossiblt to figure out all tiet' varilbles that ente' into those

formul- s, nd I dom't see anly ian figuring out what this thing is
oling to cost in 1t)80, witi tie vari tions in tht Val'e of thet dollar.

WVlt is going to he the value of the dollar in 1)S0? Who knows?
Stnitator lht I 'rTER. Is it n1ot tlie that bt'tween now and 190t) we

we have come to whlat is, for till piactivial purposes. a :O-cettt dollar ;
ni that if we fixt'tl the tnllouits theit, We would halve had to have

three time as mueln today?
Monsignor O'Gt1HAv. 'hlat is 'ight.
Seitator Bn wwsr '.:. \\'thetr we shall continue to a 10-cent dollar,

or whether we will go ba('k to a 5)-tett or a 100-trent dolh1r, no one can
tell in the lt ext 10 year's even, bet'anlse of tile Changes.

monsignor O'GulA,. Tlt is tight.
Setator l1tWwsrit. Is it not Ilso tiue that geogr'llliicalv tire is a

Wide disparity of needs between, let us say, Iainte and Florida, to take
an extreme illustration perhaps.

Senilor K t:imt. 'rThat woull lie an extrene ilhlstration, would it not?
Sttor l ,hmsoN. At this time of year, anyVayt1.
Set ator B t-WSTEBt. That is what 'I have in iniild: that it. takes a

little more to keep a fellow warn ill in Maine right now thtan it. does
in Oklahoma or Arizona or Colorado. Anti therefore, the idea of a
Federal mninium, leaving theln the rem-iitider of the probhlm to the
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States and local agencies, is much more elastic and much more
practical.

Monsignor O'GADY. Especially, if, as I pointed out, you know
what it is going to cost you this year. Then if you want to make any
improvement, if, for example, you want to eliminate the continuation
clause, you know what it will cost you immediately. It, will be regis-
tered in your budget estimates, so that you are not putting it off.
That has been the greatest. tragedy, I think. Of course, we are all
responsible for it.

Senator BREWSTER. You Would eliminate, as I understand, the
needs test. You feel that is not only very difficult and expensive to
administer, but does offer also grave dangers of nmaladministration,
let us say, to put it mildly.

Monsignor O'GRADY. I am against any extension of the needs test.
I am speaking now as an individual.

Senator BREWSTER. Would you not suspect, perhaps, that there
were a higher percentage of Republicans on the old-age-assistance
rolls in a good Republican State and a higher percenta e of Democrats
in a good Democratic State? Would that not be an almost inevitable
tendency, even under all the restrictions we lay down?

Monsignor O'GnDY. I am inclined to think that it is becoming
one of the toughest political problems in many States, and it is inevi-
table, especially with this growing volume of the aged. Remember
here, this figure of 11% million, 65 and over. I saw an estimate the
other (lay which pointed out, that in 1960 we would have 3,16 million
more. The number will keep on growing and the problem will
become enormous. Therefore, I think -we ought to face this (lay's
problem now. And I think it is all right to think about those that
would qualify 5 years from now, too.

Senator BREWSTER. But you would not, as I understand it, neces-
sarily stop anyone over 65 from any gainful employment?

Monsignor O'GADY. Oh, no. I think we have to really give a
great deal more thought to this economy of ours.

Senator BREWSTER. You must be pretty near 65 yourself.
Monsignor O'GRADY. I am about 2 years from it. That is a matter

of record. I can't change the record, you know.
Senator BREWSTER. And you do not expect to quit working then?
Monsignor O'GADY. No; I don't think so. I think I will work

until I die.
Senator BREWSTER. Well, I have found that to be the case with

my own father. I had diflculty stopping him at 78. It was very
hard to stop him from engaging in occupation. And that is true,
I think, of very many people. You have, I think, about 3,000,000
that are gainfully employed, over 65.

Monsignor O'GRADY. About 2,500,000 men, and about 500,000
women.

Senator BREWSTER. You would inot penalize them because they (1o
carry on some occupation?

Monsignor O'GRADY. No. I think H. R. 6000 permits earnings
of $50 a month. I have a little bit of question about that, because
I am rather inclined to encourage them to work. I think we have
to give serious thought to encouraging people to continue in gainful
employment. ,
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Senator BREWSTEi. And you point out that there are many things
that they could do which, perhaps, while not what they did wlen they
were younger, would be very useful in society and should be permitted?

Monsignor O'GBADY. Ye s. Because after all, you have to get back
again to thinking about the fact that you cannot distribute more
than you produce, except by cutting a little bit from each person's
dollar, just like they used to do in the ol days, when the king wanted
some money, they clipped the coins, took a little off each person's coin.

Senator BREWSTER. We (1o a little "sweating!' here when the dollar
comes down to Washington. They do not get it all back.

Monsignor O'GRADY. Well, we are on a pay-as-you-go basis in
this industrial system of ours, and I think we oight to face it realis-
tically from year to year. That is my basic thesis at the present time.

The CIAIRlMAN. We thank you very much. Are there any further
questions?

-Senator JoHNsoN. I had some questions, and most of them have
been answered, but I would like to clarify just one or two points, if
the witness will be kind enough to assist me. I know he has been on
the stand for quite a while, and I (1o not, want to overwork him.

I understand the present laws place a sort of a premium on deser-
tions by husbands. And you said something about husbands con-
niving, perhaps, or you hinted that husbands may connive with
their wives, to disapl)ear from the home.

Monsignor O'GRADY. That is right.
Senator JOhnSON. How would vou remedv that?
Monsignor O'GRADY. Well, I ihink, of course, that it involves a

very difficult administrative problem, and I do not think that with
the present mentality we have in the agencies there is too much hope.
Take, for instance, cash benefits. I have been working on cash
benefits for disability in a number of the States recently, and I find
that, for instance, in Rhode Island, after playing around with the
thing for 3 or 4 years, and having all these questions of malingering,
they finally got a group of about 15 workers who constantly kept on
visiting these families that were receiving benefits. These were
benefits based on rights, and there was a perfect understanding that
the people receiving them had to be visited regularly. They couldn't
do, for instance, what you (to in unemployment compensation. The
man has to present himself at the office and say, "Here I am. I am
available for suitable work." There is some follow-up system.
California is doing the same thing with its cash disability benefits.
They have a group of workers that (1o nothing else except follow up,
and they pick out families here and there. And they have been trying
to get cross to them the idea that, after all, they have obligations
too, in respect to this benefit, and they are not to abuse it. Think
the whole organization needs to be revamped; thev have to have
people who are constantly following up. It will not (1o to have a
family get this benefit on the grounds that the man has deserted
when he really has not deserted. I have an actual case in mind.
I went around with the visitor, and I visited this family that was
receiving aid to dependent children. The man was working and
living in the home. I found him there.

Senator JOHNSoN. Then your remedy is closer supervision?
Monsignor O'GRADY. Well, closer supervision, yes. And I think

you need a different sort of organization, as I see it. Now it depends
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so much on the attitldt, of the individual worker toward this family'.
Well, he may know that the man is around the corner. I have iaitt
Vtlorkers point them out to me. 'l'htv will say, "I know this fellow is
around here. But you refer him to the courts, and nothing hapel s.,
I think hev have to have more follow-up oil their own, more follow-up
with the fam1ilies. Of course, It. I. c0t) haIs a provision which re-
quires them to refer each case to tl, court,

Frankly, as I see it, locally the courts are busy, aund they ought to
have someone that follows this thing through. *,Maybe tiev iieed a
dilfereit. tv)e, of person, not necessarily a case worker, to follow up ni
these families to hind out the fats as to whether or not the 1mn is
home. 'l'hat. is ti, real question.

I mentioned on case I ra into only iast week. I heard of another
cast, of it man who was working in another city, making a large salary
as at cef. And tho family w's receivhimig aid to dt) icldent children".
lit, used to come bak andl forth to that ftuihy regulaly, lit, hadn't
really deserted his family at ill. They Nvere %ust il collusion. Tlroa.
is al there, is to it.

Now, take this st udy which I read with interest, the st mudy presented
byN the welfare director of your own State, Senator ,lohnson. Amd I
lmink, still, tilt, Denver Welfare Bureau, that I know qllitta well, maeds

to challge its mentality, not only io get more workers but to chulge its
wholt' mentality toward this pr:oglami, if they are going to havo it. run
properly and holnestlv. I don't leall cruelly-. But. I waut holestV ill
it, lld ' walt good audainislrat ion, And I *'ant much more I'rgorous
administration tli1n1 we have nlow. Te present, adaluist riat ion is
not. working out iaunywhere. I lhave Iot founul i place where it is work-
ilg yet.. That. is Ily point of view in regard to that. Senator. And 1
havIe said it in laI places.

Stnautor,TOMNsoN. I hIaV juast ole iliO'e (Itestion. I uldt'tood
you to say that. t lie old-ag, and survivors insuz'arce really is n( in-staac '. You had alnot her namnt for it. t could not quilt' hear thli
1 unlt'stantd you aro very much in favor of tit insurane111, program.

Monsignor O'GaAD'. Oh, yes. I (i not. know whether "insUaaince"
is a good term. I am in favor of at program of btntefits to which
workers have at right, and to which they Iave contribute d. Now,

hotlher or not. you wan lt. to call i . "i e' is it quts io1. Btcaiuse,
for instance, take thitse folks now that. are( supposed to camne in under
11. I. 6000. A man with $3,t00t int'ollt a year in 5 years pay" ill, let.
us say, $450. What. does lit receive? Well, if li, has at wife lit; rtceives
about. $95 a month, Ile has a life expeetai-y of 12, yeals. lis
Avifo has a life expeetauney of 15 years. You cali figure out. how miuhela
ho is entitled to. Ile .tts virtually $100 i noathi for 1. vears, and
then his wife has an additional lift expectancy of 3 years, so you I'til
figure out how mmu11hi is paid.

In other words, I think when we call this insurance, wt ought.
to approach it. realistically and say, "This is at contrihuatory system."
'lht, nan hts contrihuittd. I think that, is tinte. lie hats a tleiaig that

lie has on interest in this thing. Ile won't ahuse it, bttaluSt lit ligures
it- is something that. li has earned in part. But, now, to aissun, that.
this ann hans paid entirely, Senator, is something else.

Senator JdoNSON. Of course, that j; true as to any insurance policy.
I miglit take out an insurance policy this morning lit 10 o'clock and
put tite first, payment, (town of $50 01;d insure my lifo for maybo $5,000,
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aild at 2 o'clock this afternoon I iighlt be dead, atid my heir. would
'olle tle $),t)0. Still we all tla ill'.ll 'll C'. lilt( thoughtt that,

yoll IllelltIt soltiethlg other thani jus t he ni1tue of it.
.Monsignor )'( tiil)Y. It was jUst the flame.
SelatOl' ,oIItNSON. The nt1e does not 1ake too much dilferetie.

.N si1g1or 'G ADY. So hmg as we keep in mind lhe filet t lilt I his
pii, you see, has a certain hazard,. 'IT ke t I life hazard. In insurance
it leins lhe paIment of a delitlite and Ixed Uetiutn against a hlrg,
and 41ihitiltiv v measured hazard. We knowv irot out life-exlvet-
alley tathles.' You have to have so miuch ready. A group of people. let
is may, are insured at 50 against ii certain htazartl. It nmy come to

the tomlorrow, or the ilext day, or the next day. llecatise, all ini all.
we call figure out exactly how lttich they will pay ili. We know from
the life tables.

Setia tor Ili ' 1VsTl1. Bit this is jist tile reverse of tle ease tilie
Seillor mentioned. This fellow pays in, tit 60. $.100. Then ill lie
has to (1o is live, in order to get $14,00), lie at1ul his wife, lit other
words, it is the very" t'Vel'5e of insulitlnce. It is a gain that is boutd
to stick vouli hat is, from tliesttilnpoitlt of tlie (Wovertitenl. There
is ito tilbt about it. If he lives, lie wits. If lie uies. lie, loses. Now,
thalt is tle, rever-se of insitlritnce.

Nlonsignotr OG I.ar. I just wanted to make it clear that the workerr
hais not. reIlly paid for this thiig entirely.

Seiator ltu.:wsrt:t. IIe hats got soieihing like 20 or 30 times whna
li, has paid. lit, is bound to, if lie lives.

Nonsignor ()'(MIR.i. I think maye the highly paid workers pliy
about. It) percent. for liel'reit. benielits, and tibe other workers ambot

Snaitot' ]IN,:\\STUR. That is for tile lowet age brackets. But. the
fellows at the top iii'e vet m111lt better ol'. That. is, let its sly. tile
Ifnill between 60 Iind ti.

MonisigniOi O'r01 AnY. Well, even tlthe 11at, 50, vho hais had 15
yelm ill whiieh to aceuliltutte a beinefit, does inot. pay silfl'ienit. E'ven
tile man in for 20 years does not pay sullicient.

Stinttor ]Ihmws,'r'nt. Yo get. wiat lie reeives?
Moinsignor ()'(G.itAny. Yes.
Setiator ,holl-son. Is it voui' thinking thatit a tat should oily

i'eceive what. lie pa1ys in?
Monsignor 0'(huitnv. No, no, Senator.
Setator ,oHNsoN. 01' ate you just tailkitig aouit t 11tite? I ii

not so interested itt it itane, because y'ou1 iight call a lose a sunllowver.
Monsi nor O'GR.,DY. After till, we have vtways had this ideit of

equity, the i11a's interest, what he invested in this systetit. That is
equit,'. And then you have justice, tile social en of it. Itl the
beginning, we had a mitinimnum of $10. A tuan got. that anyhow.
And thati was the social cId of it..

Itt other words, this man would not. have earned sufll'ieit for a
long period of time, and his wages were too low. And you hitd to
keep that in mind, just. like vou have till through this Iisiiess, i
balance between the equity of tie itn in tile system and tile social
aspects of it.

Therefore, it itight be called social insurance, more appropriatehy,
than insurance. And that is what, we itive called this ting foir
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years. We call unemployment compensation social insurance. It is
not rigidly insurance.

There is more or less of a relationship between what you pay in
anti what you take out, but., fundamentally, it. Ias this social aspect.
Thero is a question of how far you will extend that social aspect at
any time and how far you will get the concept of equity.

Now, the concept of equity was more strongly entrenched in the
1935 act. You said that if the man did not qualify he got his money
back. There you are getting more toward tte insurance aspect, when
you say that this man has a right and if he does not qimlify he gets

is luoney back. Your committee threw that out, in 1939, and you
said he didn't get his money back. Becatise, after all, there was a
question of equity there, and he had been protected (luring all these
years that ho was in. Therefore, there was the question of the social
values of it.

The CHAIRMAN. Thank you very much, Monsignor O'Grady.
Monsignor O'GRADY. 'r'iank you.
(The prepare,! statement of , monsignor O'Grady follow,;:)

STAn I ENT OF ItT. R1EV. Ms('.n. JOHN O'GIRAV, SECVETAItY, N ATION %L, ('o\-
FEREINCE OF ATOMICIC CIIAITIS

As a pioneer in social security, I now have many grave questions about its
future. All the thinking and planning that. found expression in the original
Social Security Act of 1935 led us to believe that the basic economic hazards of
old age and premature death were to be taken care of by a contributory systeni
of social insurance. We recognized, of course, that this contributory system
shoul tot. be based entirely on equity. Minimum benefits had to be paid to
people with very low incomes and also to those who would qualify in a very few
years. Now, what. is the picture after a lapse of 13 years? About a quarter
of the aged who have actually retired are receiving benefits tnder old-age and
survivors insurance, amounting to $800,000,000 a year, while almost twice that
number are recei\ving old-age assistance involving an expenditure of approximately
a billion and a quarter a year. And not only ik ohl-ate and survivors insurance
competing with old-age assistance; it is also competing with aid to dependent
children.

What puzzles us at the present time is that at the most critical toicit inl
the history of social security the Federal Security Agency is recommending ait
enormous expansion in public assistance and aid to dependent children.

PUBtLIC ASSISTANCE

The Federal Security Agency apparently is not satisfied with the improvements
made in the various forms of categorical relief by the increased financial partici-
pation on the part, of the Federal Government in these programs and by the addi-
tion of a fourth category, aid to the permanently and totally disabled. The
three existing categories already involve the Federal Government in State and
local relief on a very large scale. lit soe places the part paid by the Federal
Government amounts to as uinch as 70 to 80 percent of the cost: It was the
thought of the original proponents of the Sociale Scurit Act that, through grants-
in-aid tinder the three categories, the Federal Government would be doing its
share in meeting a need that was temporary and which eventually would be titet
by old-age and survivors insurance. It w as felt that in time categorical relief
programs the Federal Government was dealing with more or les controllable
a'rca. The proposals of the Federal Security Agency made before this commit tee
would bring the Federal Government into general relief. This would be a funida-
mental change in the established policy that would bring the Government into
a field which Is undefined and in which expenditures would be difficult, to control.

Representatives of the Federal Security Agency tell us that this will be a
temporary situation. From our experience in the past, however, we feel justified
in concluding that Instead of getting out of general relief they will get deeper
and deeper into it, With an enormous expatiolon in the relief field in the States
brought about by grants-in-aid from the Federal Government, public assistance
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is hound itt tihe very near future to engulf most of (lie voluntary social work in
our country.

11. It. 6000 requires that all State publie-as.4si'tatice plans in which the Federal
Government. participates must include a training prograin for the workers eugaged
in the administration of the plans. The ca.e for such a training program has
been set out. rather clearly in the 1948 report of the Federal Security Agency.
The program, as the Agency envisages it, will involve not only assistance or relief
but also service. to be mado available to all tie people of the States, whether
needy or not. It will include family guidance, housekeeper service, counseling
in marital prollens. This is certainly a new and a very broad field of activity
for the Federal Government.

All "ro ll"I'ENt)E'T CII IIiDRE

The Fedf-ral Security Agency recommends making over aid to dpendent chil-
dren into a program of unemplOymnent relief. It was the tliought of those N ho
wrote the definition of a "delendent child" in 1935, that aid to dependent children
should he confined to children who had lost the support of a parent through death,
disa'tl)ility, or continued absence front tihe home, and that in order to recive aid a
child had to be eared for by a parent or a relative in the secoitd degree. There was
a very strong feeling at tat time that Federal assistance should he confined to
clearly defined categories. The Federal Government had decided to get out of
general relief. It wa,; felt that the Federal Goveriinent's contribution should be
through old-age itistirane, unpeldoiyent comluelusation, a work program, and
certain tran,itional forms of categorical relief.

There has Ieen a great deal of criticism of the administration of aid to deonldent
children itt many cities in the Unitmd States. Local investigations have brought
to light eases in which iilothers have entered into collusion with fathers about their
disaippearing front tle home. Many tines the husband was in the same city and
earning good wages, but the another was reetiviug A)C, nevertheless, oI tile
ground I of desertion. I have had occasion to visit such families in a number of
cities. I ha':, seen illst'nue, in which tie father had returned to the houme! and
had been supporting his family for a considerable time but those administering aid
to dellpldent children did not know anything about it. recentlyy I came into
contact with a family in which the father was, earning $100 a week as it stereotypr
on a local newspallr while the mother w,,as getting about S150 a mouth uider
AWl'.

This situation in the administration of aid to dependent children provides a
further argunuent against any large extension of tie program. The situation is
nitot demnoralizing to the family life of our pAople.

ClHI LD-WEt.FAltE SERVICES

When the Social Security Act was first written, 1, with other representatives of
Catholic Charities in tI e Tnited States, participated in the discussion in regard
to title V, as we had in title IV, of the act. We thought about child-welfare
services as something that was very dear to our people and to all the l ople of the
united States. It constituted a very large part of our voluntary social welfare

program. It grew out of the deepest religious convictions of the people about the
rights of children to be brought up in their own faith. When it vas pointed out
that our services did not reach all the rural areas or all the areas of special need,
our reply was that W' had no objection to the extension of governmental services
to those areas. In fact., we were just as much concerned about having prolr
services for the children in these areas as we were for the children under our own
care. Now we are still concerned about the lack of proper services for children in
rural areas and areas of special need. We find that too nmueh of tile effort of tile
Children's Bureau has been devoted to over-all State plais-to what is being done
iii big center of population. The Children's Bureau keeps otl pointing to tie
limitation of services in the big centers but many groups itt the large centers have
not been too keen about the type of services the Children's Bureau has to offer.

The agencies of our church throughout the Ttited States have kept reminding
me during the course of prepiring this testimony that the basic interest of our
church iii social welfare is and has been, the car of dependent, neglected, and
orphan children. We have made great sacrifices to maintain our agencies in this
field. ItI a very large number of communities iii tle United States we have been
able to make arrangements with local communities itI regard to caring for our own
children. Theae arrangements are entirely satisfactory to the local governments.
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We receive from tile local communities payment for part of the cost of the care of
children.

In a very large number of conunmities in the United States our agencies, like
other private agencies, are given priority in the care of our own children. This is
part of the traditions and the laws of ihe various States. The type of priority
that has been accorded to us and to other agencies in the care of children, miglt
be illustrated in the program that has been in effect in Illinois and which was
formally embodied in the statutes recently passed by the State legislature. The
Illinois program enables our agencies and other agencies to make the best arrange-
mrents we can with local units of government for the care of our children. The
voluntary agencies have an opportunity of covering as much of the field as they
want, so that the government agencies play a supplementary role.

Now how does this system that has grown up in the States accord with the
philosophy of the United States Children's Bureau? The Chief of the Bureau had
this to say in her testimony before this committee on January 20: "Public funds
should be administered through public agencies, which, however, may utilize the
services of private agencies when appropriate to meet the particular needs of
individual children for whom the public agency has responsibility."

Now this means that in a city like Chicago'the Cook County' Welfare Bureau
would have to take over direct responsibility for the care of all the children that
we are taking care of at the present time. They might, at their own discretion,
contract with us for the care of a limited number of these children on the basis
of their special needs. We can apply this same reasoning to inany other cities
in the United States.

Before the Children's Bureau is authorized to undertake any large expansion
of its program of child welfare services there should be a clear understanding
with the voluntary organizations already in the field as to areas in which child-
welfare services financed by Federal funds should operate, the kind of services that
are needed, and the relationship of these services to the voluntary organizations.
We do not believe that the advisory committees proposed by the Children's
Bureau can provide the type of planning that is necessary in this area.

INCREASED PARTICIPATION OF F.Dk.RAL, GOVERNMENT, IN CATEGORICAl, ASSISTANCE

The representatives of Catholic Charities commend the increased financial
participation by the Federal Government in the three categories of old-age
assistance, aid to dependent children, and aid to the blind for which I-. It. 6000
provides. We also commend the inclusion of the fourth category, aid to the
permanently and totally disabled. We believe that this is a clearly defined group
like the aged. We believe, however, that aid to the disabled should be based on
a rehabilitation program. No relief should be given to a disabled person unless
his case has been studied by a rehabilitation agency. Provision should be made
for the purchase of services from both State and voluntary rehabilitation agencies.
It Is generally recognized today that all forms of disablemient are relative to one's
attitude toward them. Many people vho heretofore have been regarded as
totally and permanently disabled have become capableof self-support by co:l-
structive rehabilitation service.

OLD-AGE AND SURVIVORS INSURANCE IMPROVEMENTS UNDER II. R. MWOO

We desire to commend the steps taken under H. R. 6000 in improving and
extending old-age and survivors insurance. The addition 'of from 7,000,000 to
11,000,000 people to the system is an important step toward general coverage.
The $25-a-month minimum for all the people included in the system is a very
noteworthy achievement. We want also to commend the improved benefit
standards provided for in H. R. 6000. We approve the extension of old-age and
survivors insurance to the permanently and totally disabled.

II. R. 6000 has gone a long way toward providing a method of including volim-
tary nonprofit religious, charitable, scientific, literary, and educational organiza-
tions under old-age and survivors insurance. The workers in these organizations
will be required to pay their share of the excise tax. The organizations may enter
the system on a voluntary basis. Religious organizations want to participate in a
program that benefits their employees, but they want to do so in such a way as to
protect their tax-exempt Status. If they were subjected to an excise tax in this
matter they might soon be subjected to other taxes which would make it virtually
impossible for them to carry on their important programs. We recommend that
the very desirable provisions of H. R. 6000 in regard to nonprofit organizations he
approved by the e nate.
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(OVERAGE OF THE PRESENT AGED

While II. 11. 6000 would provide for a large extension of the old-age and sur-
vivors insurance systeni it woull (o very little for the present aged. It may add
sone 20 to 30 thousand persons over 65 years of age.

Under If. It. 6000 we are providing quite generously for those who will qualify
in 5 years and who have had full employment during this period. Through the
$25 a month minimum we are proposing to take care of a sizable number of aged
persons and survivors who have had very little contact with the system and who
may not have paid more than a total of $3 to $5.

1 have heard on all sides objections to extending coverage to the present aged.
Some people will tell you that it is too expensive, but why can we not afford to
show the same generosity to the l)resent aged that we are willing to show to those
who qualify in 5 years? I (1o not see any insuperable difficulties in the way of
including the present aged. It would be by no means an impossible task to
secure sufficient information from them in regard to their contacts with the labor
market and their earnings. The $25-a-month minimum included in H. R. 6000
is an important step toward recognizing the social responsibility of the Govern-
mient. Why can we not apply to the presently excluded aged the same principle
that we are applying to those who have umade token payments under the system?
Under the 1939 amendments to the Social Security Act A'e admitted a considerable
number of people for a very small payment.

According to the ('ensus estimates, we have at the present time some 11,500,000
persons o,'er 65 years of age in the United States. Of these, approximately
300,000 are in institutions. Of the 11,200,000 not in institutions, 5,300,000 are
men and 5,900,000 are women. Of the men, 2,500,000 are engaged in gainful work,
an(, of the women, 600,000 are engaged in gainful work. This leaves 2,800,000
mien and 5,300,000 women outside the labor market. There are also 500,000
wives of men in the labor market.

At the present time, 1,100,000 nmmn anm(l 800,000 women are receiving benefits
ider old-age and survivors insurance. Some 2,700,000 persons are receiving

old-age assistance benefits, and of these about 200,000 are receiving ol-age and
survivors insurance also. We thus have some 400,000 men and 2,700,000 vomen
who are out of the labor market and are receiving neither old-age and survivors
insurance nor old-age assistance. If we add to this number the 2,500,000 on old-
age assistance, we have a total of 5,600,000. If we add the 2,200,000 orphans
and widows not included under old-age and survivors insurance we would have a
total of 7,800,000. If we were to bring all of these under coverage in old-age and
survivors insurance, even at the minimum provided in H. It. 6000 we would have
an annual expenditure of $2,340,000,000. If we were to pay each $600 a year, it
would mean an expenditure of $4,680,000,000.

I am well aware that the inclusion of the existing aged under old-age and sur-
vivors insurance would really mean universal coverage. At least it would include
coverage of all those who have been engaged in any form of gainful employment.
It would also include women whose husbands had been engaged in gainful
occupation.

'NIVEa AL MINiMUM UNDER OLI)-AGIE AND SURVIVORS INSURANCE WOI'LD NOT
MEAN ABOLISHING CONTRinI'TORY SYSTEM

The universal minimum that I am suggesting for including the existing aged
would not mocan the abolishing of the contributory system. I would still include
contributions from employers and employees. I would retain the formula of
H. R. 6000 which is designed to relate the worker's benefits to his length of time
in the labor market, continuity of employment and earnings. I realize that the
continuation formula that severely cuts the worker's benefits on the basis of time
out of covered employment will iot long be continued in the system.

If we had a universal minimum, with a superstructure that would relate the
worker's benefits to his wage record and his length of time in the labor market,
we would have a system that would be acceptable to all the people. While a
universal minimum alone might be justified as satisfying all the objectives of
the security program, I do not believe that it would be acceptable in this country.
The workers feel that they have a vested interest in the system. In workmen's
compensation and unemployment compensation they are accustomed to benefits
which are more or less related to wages. They would have the same feeling about
old-age and survivors insurance.

Under universal coverage in old-age and survivors insurance, the system
could be set up on a pay-as-you-go basis. This would mean that each generation
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would b brought face to face with tilt, rct of tnualutaiulug it, own aiged. It
wotild ietn that. any inn rove lilt, l iadbto by C greiitv t liet syelkli would Iw
huiieditely relleteid i the budget est ilillte, that would he sullllilt ted each year.
I know thi. tho inedliate cost of taking care if Iho iged of our genernlion will
be quite large. Tho problem facing t i, ext geurati ion will however I n iich
larger, It. imay be that the inim hate facing of the situiatioi will confront its
with iew prohlina hi filding employnieit for th l aged rillher t han ret iritig t hei,
alld lilaclig thtiii Oil lolilOlis.

A ysteni of universal coverage uitler old-age and survivors I.,urance will
provide e a defitilte demarcation lbet weei t lie repoU sihilit lea of t lie Federal lovern-
nent, atid State fi dealing with this verv Important Issue. Al tl1ho systeni is
put into ellect It wIll be lossible for tho Federal (lovrineilit. radailly t'o ret iri

to MeStates eoip lete resposlblhlth y for pbillh assist aie,. it is Isttied that
the States will colitiue with their owli funds t lie s.istanice nid service. that will
be ieded to upplenit t he Federal program.

,rho (0iIAIMAN. Mr. Wylbur?

STATEMENT OF BRUCE WAYBUR, APPEARING FOR RUSS NIXON,
WASHINGTON REPRESENTATIVE, UNITED ELECTRICAL, RADIO
AND MACHINE WORKERS OF AMERICA

Nir. WAntulit. Senator, I aln lplealrig for Nlr. Nixon, wlio wislies
to express hia very deep regret. that lie is laid low by ia heavy cold
today and could not al)aOlll,

I wolidered, tlherefore, if wo night slbinit. his full lli liielit for tie
record ; and I will ju t, briefly touch ol tsoili, of the high points in it.

Tho CIAIIIMAN. Yes, air; you iay.
Mr. Russ Nixon is 1to tWiishiingon represent tit ivo of the Unllitil

Electrical, Radio and Niachino Workors?
fr. WVAYlU1t. Yes, sir.

The CiIAlMMAN. You may ofler his statement to le put into ile
record, and you may piro('t4(l.

Mtr. WVAilll. iiink you, sir.
I think the main poillts w wish to ring out l)foro I his conitmiitt e e --

and we allpreiato the at tent ion being given t th is i rllel, wlieh is
very very close to tho hearts of all our lnlinber--aro related to, fist.
of all, the feeling we have that. thii is ia very basic right, a very asic
plart of our Aierian way of life. We feel i is, furl lerlnore, a natter
of social lied. We canilot. iltolrd to have at so(ietv inl which ally

- large girouil is uinpotected(1. Aid ilhfially, we ('iilIlolt. afford, i llo1r.
exIiiuling economy, to have any large groll which is liul lble to)
ineet its euOlOlllii needs aiild to alike tlie pure liist s n, setsiiy to keepl
the economy functioning.

leaving established tlat. point., we would say tho main qeistiolin is:
What are th atuandards whiclh will neiet, tho teats?

We would like to point. out. that, the average benefit, today paid to it
person over 05 is little more than $3 greater thai the States were
paying in 1934. We looked back into the history of time act and found
that ti pension of $19.74 vas being, pail in 1934 u1nider the Stato
system . And the Federal systeni, which was stpillliO tt to Inako a
Ireat improvement, is today payinfm average of somethliihg like
122.64. We all know what, the (ietcrioration of the dol', lts Senator
Brewster has pointed out, ha do1 to the purchasing pover of tholo
pensions.

The next point we wanted to make is that, the individual cannotI by
himself, make aI adequate provision for old age. I ain talking mainly
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tallowi old-aige setutit v here, althlougli wt' are i t rest et iii (lit, o1 ter
( iiotVt lsii oif f itle I i. , For I ut litt' r a- flujdpe ev'ideiit'o iili I lie Fedlei'aa

0ePBllar i' Si ''(vey of i'oiisliuittr him tli('e.
For examuple'. ill if jliospvmuos year, ill M-1S, 81) 1 )r(eeit. of nett. slivinig

wals don ,IP y oly 10 p t''t''Ii Of ottl' 1PtOIe. I111 tii 110i (inilieiS got less4
flu i It) iiitonto ret liiretl for Illie D epartment. of Latbor's ftltily
budtgt.' IiI 'll )it'tpiil stiv'tngs of till file Attiviva(tii p)Oopl' Nas $3(li)
per. faituilv. Ol v 5 percett hetldlitt I 1It11t1 $500) ill stock, land ltess
1l11t 1111lt owtut'd lititi riuwi polit'ies titti( w outld (Io Verty tlittt'h Ilitti
I hitt play for f lit' Costs of t hetir burial.

'rT'r'shen 11bem a1 gtt'i t. deadtiof hitetrest. ti i ye'ar anid last year inl
piitt peaslioii plins tiud c'ollectt ive haigaittinig., We fe'el we euui1 say

11V1111Wposs.ihit', bit we' wterte itlet alt IV' forced to Conctludie 1 h1ta

evtidtece, for et'xaniple, from Nit'. 111ll, who lsed to he Affair tdirecitor
to) your Advisory Counicil, anud fromi thei Fetde'ral Stcturity Agt'ittv, to
tae t'let (Ilit tlit'se4 W11iti1 will 'overt oil]% Utittill lproh)ot't iou of wot'kt'rs,
bectl't i ltO 113 it 81111111 prtop~otion will wtu'k bulg ellough fort'Ihe 81titue
emtiployeri, itid until fl it, t'eIiuiiued apet, to) rt't'tite flit, pt'tisiols. bThe
pt'ulsionst will be at'ilihdoi onlly for. tio.4 hoe tlui'tly fe'w wthio work for
stie(essftt1luaid gtei'rot Thely'is 'l'lt'tneli ts will t'ai't frou~ lai
to piiit tall frontl intldustrty It ut riegtirtless of nt't'u). 11 ' lavnt
trilit ionls landt hetieli t i'igli s will ht' It if titl, t'ttt dt)3'r goes' oil( . tof
lbusitits 0o' if It)e wo'rikter Amldott c'hangte viaployt'rs. '

Filially, undervi thieste 1)1111 ther i't it ve'try strong tt'tilt'uiy for the
t'uilo.'t'r nott I( fire.. flit' older' wtorkei', whoUm bit) ktows lit, will hitve

wot'kers r'tac'h i'rittiit'at. tiage, to fintd retisots to laly thetal off bt'foro
Stey (,til receive teir' pt'tiiotis.

W11 WOtUld utiidtetlinte Mrt. 111hl'q est'ititte, tibit. viot. mtote i lin I out
of 20) of the yoi I iger tt'trkt'r today could evter texpet to retteive at

Wie have had it lot, of t'xlt'tit'itev with. Item.. I woult likte Itt menl-
lionl, fot' example, ill It' het'lal Fe~tett'ieC 1)t'iis1oi phiut, t'hat. t11titiy of
those old people wheni they t'tit'ed froti Ite companyy littt' liil to goto
Of o1 lpttrlioust ill Se'll etiet'tadly; uIst) ill P~ittsfie'ld; luo inl I 'vin. 'lThey

jilttit 'outltdn't. nima l~' 'itli tnt't'. ont tit(, couptitty jVIeuioti. Si)4o tev liavi'

thetal inl. We feel that is at -vt' degradling wa-fy for those tm'tu, who
have spett their lives iii p~rotductiv'e work, toi hatve to) liv't. W~e
li't'5t'itt't evidencet' to the H ouise 'otmtiitttet, fromt the we'l'ftare t'omuis,-
siotier of St'let'netaftly (1oluitty, as to thlis falet..

'Se'titt lto unttsititi. Youi fitok forward, as I gtheru'ed froin thle
longer statt'unt.i, to it uiivet'all syst'ii. Y'ou believe that should

Mrt. Wimt'u. Th'lat is corr'ot, Senator.
Senator Iliutsit'srit. Aud would you theit agree with Monoigitor

O)'Gratdy to lputting, it onl it pty-ast-yoi-gi) basis?
Mrt. WVIvnRu. 'I I11t. is a 1hinunittd detafil. We don't pretend to b)e

e'xpetrts ott it. It sountdts like a good idea%, or, the grounds that the
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economy at that time shoul bear the burden of caring for the older
workers at thal time.

Senator BnEWSTER. Currently, and having in mhind t-he elailging
/ value of tile dollar; you recognize that?

Mr. WAYnUR. We definitely do. It doesn't. seem fair for the people
today to have to bear ..he cost of the pensions to be paid out. 30 years
from now.

Senator BREWSTER. And also, that the one who paid in money in
the last 13 years pays in one kind of dollar and gets back an entirely
dilferent kind of dollar, a dollarr which will only support hin for 1"5
days a mouth instead of 30, as at result of tile change in the situation.

Mr. WAYnUR. ''hat is rig.ht. I was trying to bring out further that
today's average l)ene it of $22 54 is worth $13 a month less than ill
1935.

Senator BmRwsTER. Precisely the point. And there is nothing to
indicate that we (an maintain a stable dol'. It. can fluctuate o1e
way or the other. And either way it results in cheating the worker.

Mr. WAYBun. Thlat is right. We feel Very strongly talt the pen-
sion must be geared to what it costs to maintain a decent standard of
living. And there are Icomp)etent authorities that can determine that,
fion health requirements, and so oil.

Senator BnEws'rrmt. Taking the general union organizations, in
many it, is very dillicult, is it not, to arrange these private l)ensions,
like the construction workers, and so oil?

Mr. WAYBUR. Very dillicult.
Senator BilEWSTlTRi. And also in the smaller industries, what. would

)e tile proportion of workers who might even conceivably be covered
under adequate private pension plans?

Mr. WAYBUR. The question of adequacy is it big one.
Senator BRWS'TEn. Well, taking your'$125. The $100 of course

sounds very good, hut as a matter of fact very few people qualify
under it, do they not? Certainly hardly any would qualify today;
because they have to have 25 or 30 years of service.

Mr. WAYBUR. On that $125 figure which we have recommended in
our full statement, I wish to point out that according to President
Truman's goal for the economy in 1954, of $300 billion of ross na-
tional production, that will work out on a per capita disposable income
basis at $125 per person. Anti therefore we are asking only that tile
ol people be given their equal share of what we produce.

Senator BREwsTER. You do not know whether that is in terms of
present dollars, do you?

Mr. WAYIUR. That is in terms of present dollars. If tile dollar
Changes again, we would have to change our standards.

Senator Bnaws':mR. In other words, it would be easy enough to
have a $400,000,000 or a $500,000,000 national income, if we changed
the dollar.

Mr. WAYjiuR. Let us hope the increase will not be just an increase
in prices.

I could point out, on this question of private policies, what has
been (lone in the private life insurance field. There are some 21,-
000,000 workers who have group life insurance policies, blat the
average policy is only $1,800 per worker. And that just does not last.
very long, as we all know. Ani tlat is one of the reasons why we feel
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that we would like to see our tax dollars and our pay-roll taxes go to
provide a more adequate system through tie Fedei'aI Government.
We hope that your committee, in its deliberations, will start from

Commissioner Alinieyer's )roposals its to benefits and (overage, rather
than 11. It. 600), because I think the commissionerr moved baek more
inl line witi what your Advisory Council recommended 2 years ago,
especially as (o provision for the farmers and tlie farm workers, and
also the scale of benefits.
Ill looking into tle legislative history, we find that ill 19!5 Senator

Wagner spoke before this committee ill t elms of blanket 'i'overage.
We certainly think that as long as there are largh e groups excluded we
are going t) have people inioviig in and out of covered employment
and losing their rights. That cerainly is not fail.

On lilt last page of M Ir. Nixon's statement I have summarized
his recommendations, which I wotld like to read very briefly:

First of all, an extension of the Federal old-age pension system to
all persons over 60, wili liberalized eligibility requirements to protect
workers who lack contin|uitv of eml)hovient.

The second provision was 1i1ged by the iemblirs of the Utiled
Electrical, Radio and Machine W\orkers of America tit their last,
convention. It is for a minimum primary benefit of $125 per month
at age 60, with $60 additional benefits for eaceh dependent.
The third recommendation is that each pensioner be allowed private

earning.s-this meets tle point which Father ()'(radv made, as to
allowing the old people to vork---which, together with lis pension, will
provide a decent living standard us determined by coml)etent aitthori-
ties.

The fourth recommendation is that until till people are covered by
the Federal system, which must take time, tite public assistaneO

1)rogramis music inevitably fill in the gaps. We believe the standards
provided in the public assistance program us to benefits should be tihe
same as in thle Federal program. 'They are supplementary program's;
they should 't be competing or ii any way dilferen.

As to the fifth recommendation, we should like to see public assist-
anee provide more adequate bIenefits for working inothers maternity
benefits, and more adequate allowances for del)eent elhidren|.

Finally, we shouhl like to see the disability insurance provisions
strengtlhemed to bring about inore adequate care for permanent andtemporary disability.
Thank'you again for this opportunity to appear before the coi-

iut tee.
The CH. In.. Thank you, Mr. Waybur.
(''he prepared statelnelt, follows:)

8ECt'ITV IN OI) AOE--STATgMINT Ol ItSS NIXON, \VASIIINOITON REPIRESINT-

ATIVE, UNITED EIE(TnI('A,, RADIO & MA(IIiNE WoIKE-Is oF AIKRICA (UI",)

Provision for the economic security of older workers is very close to the hearts
of UE menilmrs. We appreciate the action of the louse of 'Representatives last
year in ringing oat It . , 000 and the )rompl and serious attention which this
coiliiittee and its chairman, Senator George are giving to the problem. On
behalf of our menimers in the electrical, radio, and inachinie industry of America,
I wish to express appreciation for this opportunity to presoit the U:'s views on
this important legislat iou.
Social security is basic to the American way of life

There can 1)e no question in our minds that. social security must Ihe a basic part
of what we call the American way of life. We owe security to our older people,
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to our needy peolle. on the sinmp~le ground that we are a hutnanitarian, net a
barbarian, nation. WVe owe it as a Matter of social welfare, because we walt a
healthy nation, t healthy body of citizens. We owe it, finally, liecause our econl-
otny itself cannot be healthy wltile any large group of our penile suffer want.

President Iltoosevelt put tie matter very clearly when lie said that in onr day
certain ecotionic truths have become accepted as self-evident. "We have
accepted, so to speak, a second Bill of Rights under which it new basis tof security
and prosperity call be established for all." Among these rights, he named "thi
right to ade(quate protection front the economic fears of old age, sickness, accident,
and unemployment." This is what virtually all Americats have cone ti know its
social security. Anyone who would cut our" standards of social security, or fail to
fight for their inllrovenetnt. is what we called in NltA days a cltisler; lie is
selling the United States of Atnerica short.
Social-securily standards itust more forttlrd with the limes

As rational people, we cannot allow our social-security standards to go by
default. Yet this is essentially what, we have dotne in failing to keep the Social
Security Svstetn up to (late.

This is a very practical question. We ttist decide whether we are going to have
einuine security, or patch-work amendments to the system set tp during the
cpression. To spak of att average old-ago pension of $12.50 for a sittghe retired

workr, a would 1e provided hy 1. II. 6000, or $70 for a retired couple, as "soci ki
security" is to use a nisnotner; sueh inadeqttate benefits call only maintain social
insecurity.

What we (to oi social security has tle broadest implications for our econotty.
)o we really nnat to promote that ia-" consutpltion ol which our huge industrial

investment is leased? Or are we willing to lernit ottr 11,5000,000 old people--
who will li 20,000,000 old people a generation frotn now-to exist oi a slib-
stbsistence level? Tlieso people make up 7.5 percent of our l)oltulatiott today;
soott they will make up 10 percent. In trdler to have a dynatlie full ettiployUtieit
ecoloiny, it is essential to have a rising standard of living for our older people.

Ilut of course we are gtied 'by ttore than narrow ecotiotnic consilerati(tns.
We hate hunatt suffering-especially necessary hutnan suffering. We hate the
grief, the sorrow, the indignity wtich poverty itflicts on old people. And today
we are aware tnmore than ever before of the terrific hunan costs of anxiety which
is bred lie itisecurity aid broken holties. Whet Acting Federal Security'Adunin-
istrator i'hurston it, stifled before the Subcotntmiltee ott Low Ineoies (if the Joint
Committee ott the Econotie Report last Deceiber, it was brought out that soite
50 percent of hospital beds are occupied by mental Nawes-niostly old people for
whoin no adequate provision against insecurity wat niade it their productive (lays.
We call these old people "queer." It is we as nation who are queer for periittig
thin to end their days itt such condition.

There is no exchise for permitting this crite against human dignity to continue
in the wealthiest nation in the world.

The President has projected a goal of a 300 billion dollars econotny within 5
years. The Council of Econotico Advisers estimates that within 25 years we
should have ant econoinv of 500 to 600 billion dollars. It this context, we cannot
rest content with the social seeurlty system as it was developed It 1935. when
total national output was 72 billion dollars.

II
I1riiate insurane and olacings for old age are inadequate

The horse-and-buggy approach to old-ago security was the view that, people
should save for rainy (lays and for old ago. The depressio knocked this argu-
mient into a cocked hat. As Randolph Paul has put It: "The worker who escaped
unemployment in his youth and prudently saved was hardly any better off tail
the spendthrift. 'T'lte sturdy virtues of self-reliane aid frugality were to bttlwark
against cycles of depression. In bad times, bank accounts must be used for cur-
rent living; loans on insurance policies must be secured or the policies allowed to
lapse; equities in homes proved illusory protection. Mr. Justice Jackson has
told the story of the ragged man ot a park bench who, on being asked why he did
not save for a rainy day, replied simply, 'I did."'-Randolph E. Paul, 'Taxation
for Proeperity, Bobb.-Morrill 1947, page .28.

Who can save when his income covers bnly his minimum living requirements?
The Joint Committee on the Economi Report has show thal 45 percent of
families in 1948 got less than $3,000 in money inconio' and 50 percent of sitiglo
individuals got less than $1,000. People can barely five on such Incomes, let
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alone save. The Federal lReserve survey of consumer finances shows that in 1918
the lowest 40 percent of income groups all wient iii the red 80 percent of net
saving was done by the highest 10 percent of income groups.

The satio survey showed that at the end of 11148. 21) percent of American
households had no savings: and the mediati savings of all groups was a mere $30---
enough to carry an ol couple tittle more than 2 nionths in health and decency.

Tile FI 1 survey also showed that, half of American hou.-ehholds held nio life
insurance or held policies which oil the average provided little more than th costs
of burial. It was also revealed by the Federal Reserve Board that 92 percent of
American households held no corporate stock, and the next 3 percent held less
than $500.

Is more evidence needed to prove that even in a tinte of relative prosperity like
the postwar period, most, people canl iiake little or to provision for their ol
age?
Are pritte priisions the tinsitr?

As a trade-ttion, we are concerned to obtain ade(luate protection for our ten-
bers from all possible sources. The extent to which the Federal social security
program has been allowed to deteriorate in the past decade has induced mally
workers, in desperat ion, to seek some measure of protection through private retire-
ment plais and health and welfare plans.

'Fite recent pension plans and health atill welfare plans negotiated in such major
industries as steel, auto, atnd coal have served to underline the trgency of this
ieed for more security than is now provided by the Federal s% stein. These private
plaits will (otlit less provide soime degree of temntporary and partial relief. lnt the
privately negotiate( pension plans are no su bstittite for an adequate Federal
irogramn.

I believe you are thoroughly familiar with tile main deliciencies in the privateilai s. ('ommissioner Alt nteyer lhas given you a eeitihrehtetsive statement ott that.
o undoubtedly has Mr. Rolbert M. Ball, staff director to your Advisory Council

at the tine it mtado its comprehensive report in 1948, and now Assistant Director.
Division of Program Analvsis, Bureau of Old-age and Survivor's Insurance,
Federal Security Agency. Private pension plans are deficient because:

I. Only a small portion of workers covered by private plans will work long
enough for the same employer and until the required age to receive the pensions.

2. Protection is available only "for the relatively few who work for successful
and generous employers, or who belong to well-organized trade-unions."

3. Benefits vary front plant to platt, and front industry to industry, regardless
of need.

4. Contributions antd benefit rights are lost if the employer goes out of business.
5. Contributions and heneits rights are lost if tile worker changes employers.
6. Employers will not hire older workers, with prospeet of retiring them after

relatively few years of work; conversely, employers seek excuses to retire older
workers preutaturely as they tear pension age, attd thus cut then off front atty"
pension.

Even for time relatively few workers covered by present setenes, Mr. Ball has
estimated that not more than I out of 20 younger workers today could ever expect
to receive a pension.'

Thus it is clear that there is no great advantage for unions to divert their col-
lective-bargaining strength into the pension field where the returns are so small
and uncertain.
Coernment pensions carry most of the load anyway

Private plans actually depend ott the United States Governent to ptt up ntost
of the money over the coming years for the $100 Iensions of which they boast.
Eugetne Grace, president of lethlehent Steel Corp., has stated that the widely
advertised 1949 llethlehem pension plan will cost tilt, company only an additional
two to two and ono-half million dollars per year for time next 5 years-which
figures out at 1% cents per hour for 80,000 lethlehem workers. If It. It. 6000
is enacted, the additional cost to the company would be practically nothhig.

Mr. Grace hs further let the eat, out of the bag by adtmitting that "only a
relatively small percenttage of employees will normially receive pensions, because
the great majority of them either (lie or otherwise teriiate their employment
before they reach pensionable ago."'

I Washtngton News January 9. 190.
I Letter to stockholders. December 20,1949, quoted In Journal of Cotmumwee hccmnber 21, 1949.
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To be eligible for a $100 pensioni (ineltiding social-security pension) a ietlilthenl
worker must reach the age of t5 with 25 years' contiinious service mider his helt*.
Without the most iron-clad seniority protection, it is all too easy for emplvers
to find all excise to drop a man as lie nears retirement age. lii tle steel industry'.
the company iieed oily contend that tile worker is physically titiable to perforin
his duties. ""This claIse,'" says the Journal of ('onuneree, "has tended to reilu'e
the costs of the peilsion plan, tiuider the scale of peisimois paid by Iletlleh+elii iil
tile past."

Under tile lBethlehem master agreement, dated October 31, 19-19, lit) impro'e-
illetit. ill the pension plain can be negotiated for 5 years. Bilt ile colliil.a.v uall

terminate tile plati after 2 years. Thus neither thle worker, ior hi.s delentiilld,
htas any protection worthy of the name under tie lethlehem pension plan, which
has hecome a model for agreements throughout the steel aid ot her iidiisirie.-.

Under tihe Ford auto pension plait negotiatetd last year, a worker mutst im\e 30
years' service by age 65. Allowing for normal lay-otis, a worker would have o
work 35 to -10 years to get the required 31) years' serviev. No ititprovenieiiis clan
be negotiated in this plati for 5", years.

Under the Philco ltadio pension plan. workers must have 25 yearsI service %% hen
they reach 65. Mot Philco workers ar, young girl,; id yoUn'g len. 'Thw tiurn-
over In Philco is tremendoti,. The chances art, overwlhelinglv great that most
workers now at Philco will never totch a ltenny

• 
from the present plwnsion tlhin.

Only four Philco workers are eligible for full pension benetits today. tI''E -
CIO News Deceember 19, 1949.)

('onapuai pensions: Officials versus workers
For comparison, at attaching a tale of itisions for some ollicials iii our

industry. these hutge pensions are usually figured in wit li those of ordimnry work-
ers when thil' compativ Computes the tiy-roll cost of pension plans.

At E, Itresident C. E. Wilson will get $66,000 per year on retirement. But a
typical U E pensioner gets around $501 a moit I, including his sitial-security-heui-
fit. In Schenectadv, the home plant of (E, there are retired t;E, workers whose
compnitty pension is sto inadequate that they have been forced to go to the Ior-
hituse. 'I Pittsfield, Ma.s., home of another big GE plant, the public welfan
commiioner has attributed utich of the increase in public-assist anc costs to tile
nece.oity of supporting the large number of recent retirements from the GEI plants.

These illustrations should make it, abtndantly evident, why American workers
nist look to their (overnmnent, and ntt their employers, to provide them ade-
quate security against the economic fears of old age, death, anid disability.

]II

Fe'dcral pensions must ito the job
It is therefore clear that tile Federal Government, under tile gelleral-welfare

clause of tile Constitution, must iruvide tile mechanism whereby tile Anierican
people can effectively provide for their security ill old age.

Althouigh-as I stated at tile outset-social security v is so imuch taken for granted
today; there was a time when it wvas not. It took the depression even to awaken
the Goveriment to its responsibilities, and even then tile Social Security Act of
1935 provoked t lie bitter oplsit ion of many employers who had learned Inot thing
from the depression. Today, the idea of improving the 1035 act, of bringing it
t) to late, provokes new howls of indignation from a die-hard few. General
,isenhower has unfortunately allowed himself to be used a.s spokesman for these

groups, and to argue for political purposes that social security will lead to "slothful
indolence" and destroy liberty; that. people seem It want "champagne and caviar
when they should have beer and hotdogs '; that "if all Americans want is security,
they can go to prison."

lut I venture to predict that cooler heads will prevail, and that the vast ma-
Jority of tho American peoole and their representatives in Congross will continue
to aflirin the view expressedby Justice Cardozo it fle majority opinion upholding
the Social Security Act: "The hopo behind this statute is to save men ami Womei
from the rigors of the poorhouse as well as front the hating fear that such a lot
awaits thein when journey's end is ,near."
Need for more security is great

As previous witnesses have established wur social-security system needs lo-
m mediate and substantial In oveielits. 'rhte ystemI set up ill the 1930's wa, 1 a
ptatchuwork system, desIgnel to meet only thle inokt urgent nieeds of a depre.ssioti

aIleitrctuuv. Datfsu30111.8u. 619. t937.
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situation. But even tile limited protection it provided Ilhas been drastically pared
away by 10 year of war and postwar iillatiot.

For example, in 1940 when monthly lavtients licgati the average benefit paid
to a sitzle person over 65 was $20.67. lit ,June 1941) the average benefit was
$22.54. The average benefit rose only 10 l)ercent while consutimer prices rose 70
Iurcent. The financial protection provided by t act. was thus allowed to
(hieriorate by more than one-third.

teviewing the legislative history of social seetrity, one wonIders whether we
have made anv real progress iln lite standard of benefits provided. Wheit Prei-
det t loosevelt's ('oltmittee otl Ecouoie Sectiritv made its stiidy itt 1934, peni-
toni inder State old-age assistatice laws averaged $19.74. That was ill tile depth

of dt'lression. rotiav, as I have bntiotted, tlIe average paynentt to persons over
65 is $22.54. lit 15 years of recoveryN, war bomi, and postwar lirosperitv, tihte
av'eravv, Feieral pensioit has riseit a bare $3 above what the framers of the act
Startled wvith.

hit itrchasing jimttr, tle 193t pen.ion w'asi \;orth $13 per month more thanttollt ',; pvel.4i,ml.

ill lproportion to national income prot iced per person (after taxes). tle 1934
piliioni was IN percent today's ptenisioni is ultiv 21 Iperet. This tnetn tile
relate ive share of old-age pclsitiier.a in the pie hms lih.,u cut by itarl. I wo-t hi rd.,.

Pr" nu iis of oct a rgil Mrt, ulquah"' lit"il.a
'Tihese omparison. deitionstrate that what was inadequate to. hteait with ha.s

it IIt Illowed to becotmie still ttore iiiadequiatte. Let's got oile step further atd e,
liow itimleqia the tbetielits were to start with.

'l'lie l)eliarttiitt of Lhabor reports that t'veii iii 1910 (whei monthly avients
lhicill tlie aloiulits l)a'abh failed to provide basic secinrit'." 4

I do not believe tie framers of the Social Smcerity Aet. had any inttltiot of
esililiiu( elileit s at tle inadepiiate levels ltiall'v eltateld. - Seialor Wattler,
whit introdutied tlie social security bill (S. 1130) il t lie Setiate, told thi. committee
to t hat tinn that a betelit of A-It) pe- tionth per person was "the minimitu require-
lent for 'decent living' " anl should, itt his judgment, be accepted its 'I'm tinite-
dialt,, Itillilnmll goal.,,

\'bleti Setalor ('ouizets asked, "So that. would ineai $S0 for til olid couple: is
bhat right?" 'Sereator Wagner relilied, "I should say so."

Sieretarv of laluor Frances Petkins testitied that the Federal (ivornment was
probably hot ill a position to pa' tile whole $40 itself, but "if the State desires to
raiie the total pension to $40 or $,), there is )thing to prevent it."

Mr. (now Setnator) Frank irahui, chairman of tie Advisdry Council to tile
(oilitt'e ott Economtie Security, testified: "You ask tie if I an ini favor of the
old-age recipients getting $40 per month. I think we all are, if it call be soundly
worked otlt.'

.furrav latimer, chairman of the Subcomittee ott Old-Age Security of tie'
Technical Board, ('ommit tee oil Ec0'oioic Security, said, "$-I0, I grant you, wouldbe des irab~le."

I'mfortunately, the Seventy-fourth ('ougress compromised with the opponents
of the bill, and enacted a benefit scale comparable to what the States were theft
paying (actital payment of benefits was deferred until 19-12). If we had started
with the $40 standard al kept it tip-to-date, our social-security iroblet would
lie tiuch smaller today. The shocking thing is that otir Federa oll-age pensions
even today average $17 Itelow what Senratur Wagner urged it 1935.

lRecognizing tie limitations of the bill as enacted, President Roosevelt called
it a "cornerstone in a structure which is being hitilt hut is biy Ito beaus complete."
Sitce then we have let. thie cornerstone ertimble inl vital places. Entering tile
.teeolld hall of tie twentieth century, ill a declining phase of economic activity,
we cali no longer afford the risk of t crumbling cornerstone.

The fact of the matter as diselo.ed by the Census Bureau are that 11,500,000
United States citizens are over 65 years of age; that one-third of them avo no cash
income; that the median income'for tho other two-thirds is $808 per year; that
less that 2,000,000 of the 11,500,000 are now receiving Federal old-age pensions.
Over 2,600,000 old pertons who are completely unable to work are hoads of
families.

All these facts spell insecurity for those over 65. For those under 65, they 81ell
the "hamtintig fear" of insecurity of which Justice Cardozo spoke.

4 Motuthly I alter tevhw, Jiutiftiry 190. p. 7.
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$106 1pllilitom prF1s1411 Prter~d Imla.y

'lw ti neIhrs of I Ihis unI), I Irough t heir 19-19 coVeIit itI, havo urget'tiigrqt.A
to PrOvIe a tnitilttm hettll of $125, wit It $t11 per tmotitht for eact dependent and
with coverage extended to all persons aged i0 or over. 'lhat woldh| gIvo al old
.ouplla pa 1sion ineom of $1 8, r per mIont, or e1nouh to assure t he a healthy and

decent standard of living. It would givo a single retired worker an ineomue of
$1,50 i ,r year, whIh h mnuld guaraint,, lint hI would not have to turl his ipension
over to all olld people's home or to a coUlt Itoorholse, hut coluhl live it the dig nit 
Ihtiti 1- a retired Aueriiat worker.

A $125 iensIm Is 1not mirvalistie. It is the kind of pension which is needed if
our old-age isioti syStem ik to play its proper share In sharing kip a vastly ex-
lamded economy anld iaking care of asteatlily Intcreiwinit proportion of older pieopl,
in% the ipollation. $125 per motlth is actlially no mnort than tho pcr cApmtha
dislosahle incolue we shall linve in% 195-1, aeording to Preside it Truuoni,
Wii must yd Oti'i from drpression thinkitig

This prospect iptrteur a bold and Itmngilmit ive hauidling of omU ohl-age en1siolt
,1olhl1, 'I here is Ino room here for pie1yill-pehlimg at the expelse of te aged.
t11chulm llny-pihllmlig ould he mostly to the whole economy. As ,lstice Cardozo

said: 'Needs that wer, iarrow or parochial ati ittiry ago. may he ititerovet mn
otur day with the ewell-heiig of Cle Natioi. What is critical or u1rgent chtnges
with the 1times.- '

Ahoe all, we tstt stop Ihitikiig in deprt'siot tertis. It i. liot etou1 i ierely
to restore social security heletits amtd overage to th le samie relat ive posit ion t hey
held lit ottr depr,.siot eeotio11y, We itist thitik i terms of growth, of p1irgriv,
rat her t ht of harking bak to prewar voulitiois.

As the t'outil of ,cotioltie Advisers observed it its Anmual FEoutmuie Rteview,
Jamary 1t,1t: "In the $ t),00tttHtttH) ecotomy of today, the social .- t, trity
programs ar, still largely adjusted to the $70,t ,0t0t0. evomii i v of 1935--t1M
year \lvhn the "8oial Seirity Act wivs adopted, The interests of'the Nation ro-
qtiro that. t hose programs now make ti aioil-faCe and lu1stead of hookiuq btk-
ward, hulk forward to the ,O. ii).tt), t'eonom' t hat we alt achieve wit hinmi a
few years and to tho still larger otllt y whihh shold| exist by tile tiule that ino-,I
of t hos e whlo art now working reach ret ireineut tngo."

Old-age peistiuis are one of those "nutmulti prolps" otm whicih vie cat rely .t)
Iiiieh to prev'iet thlie pt\tAt ree.sitl from turiiig into it deprssioi. li t li
m.t year, (hlvernlient "t ratsfer paein s of $| 1,000.t0tt0t0)J played a sulAalt lal
art. In shoring IIp! the eeomllyi. But it is fatal to he "'to little atid tot late."

'l'rallsfer psylet, iti are etet tiv, in shoring ltp the evtiotny only if they are atil'-
quate. In It9-9, old-age hlielit paytiuts, iuielilditg those to survivors. etmo-
st it ut-ed los tami 2 iere&et of FederAl ,,xlemumit tires eotnpared with the Zt pIeremit
ttl,uit on varils military atl forigti programs, Yet. OASI payi1etits havo a moore
directly s tI mtlating elTect o oule n|moptioll t llu arinatuelt exe oedit nres.

II. R. 601)k ii a step fiiri'irtl-- bi l emiough
I trulst that this eoumluittee, ill its deliheratiuus, will start with the rtevollitl.tia.

tions of Social 8vetrltv ('o1miisiOner Arthur J. Altue\'or aid go on frotn there.
rather fhm go hack to the provisions of IIt. W1.0 AIl',ueyer's reeotmnelulatiotis
art inuro early itt accord with the social secvritv Idatfur(m on which tht, prlkeslt
admiuistratoiu rati for olflce in% I9S, estpeially \wit I respect to coverage. II. I.
ONO. while representing ia substantial stpl forwa frt1i th, ureetieut sy.tek, it a
luaekward step comUpareld with i the Altuo\er prop at i il with tho rtomot einha-
tlOlls of this coummittee's distinguisem Advisory t'ouncil on1 SociAl Sectrity.
whieh revoiumittnled for mxaluple, the it, uclslud t;f farmers. hired farti workers,
and all domestic wotAers.?

It, It. 6000 is basIcally an attempt to "eateh up" with sole of the tttore glarilig
lnad'ltual, whIhll have developed sir , tho last uajor revIsIon of the Social
,ceurlty Avt it 1939. It wi'oulld by Ito Iucals provide the tiUlureheusivt social
security syite, reqlted hy the leds of thet 1050 ecolllly.

II, It. 600 wouhl Increse average helne!lts I\ roughly 71 is.retit. It \ hotild
blarel ol.sct, the ilte, asi in% prices sinc, 19-I0t, 11 wotld tot m1uke u ) for the fact
that wIlHt, itt 1940 were wholly inadequate eveu then, The Altlmeyer proigrAlt
Woutld i|up1ov I the sitiatIm--tfbough not e1tot1Rh.

01 )., ell.P ,. 11rt.

'11 l t'. No. Wlk h ('ti ,, 20t %w.. lilt I-t5,



Thei average liefil (or tt old .....tIt, Itioday is abotSit) 4 r miouith . I do~it
believe it wais ptv-milv foir I WO sple it) live dee' gly t tll 0orl 1iioi 11 evili iii
it Iw i d 1 tissoi Sttto V tier "aI li'y ttvd $SWt It is ceatrly impitossible

t i't ivw till stie'h a lielivfit to dtay, wiveo Ilto' Cost tof livitig for tl'Iilerly coujille. ats
isti it(A 11Y til, Veilirl-4 Set'iit Ageitev, aivragi's ar tiud $10 lit4 mtt*ittth fort

pivststi average' pvit iu, to StIN' its; prove ided by'v Iit, 4~~1040, ti told hcave tit,' coupleo~titawa toal S itt. 'Theo. lt tiver pilant would liot tlitu ai little fiirthtor
altiig Ow ml%., I't still tiot far i':to'I i.

I i-silt thelo'les o:f it stiontir., for itiversa e'~iragt' -' Mut S'etittor Wogto'r
calledl 'at blitokit of olt ' p4-a etisitinq ove'r toit irkem i o v." t11o0 HO lotS never
covered lttell tort' t bat i'1 k~)~rvei of tit,' tatorfItrti'. E.vi en hat limit tA tvvvrant
was w hitt'd it li Ito' tt ight iitt C'ollgrt'ss ill em-(i'liig to'as veltidors. olt sidle
salt'siti'ti, itlist rial liotiti' ttorkers, tm ad drivers, tailors, loggtiN, i t It is not
suirprising Ithat only I Mt(11,0410 tit'rsoin, oivtr tiwi, out oft to'it 1,51t)(11,00 total, art'
rt'viv itg jti'litii s.

II. It. 60M1k woitil providev to'it'its for miil .tiottt oo'-t bird of miit noti ver
1,1i, tttid oiilv oi-fotttt11 If \\touliveil tiow over 65.' It t tots tilri'rs litl I ht' for
ltdays older tiotillatioti.

It: It. 6000M wiitld aold tl istfiniotedl I1, 000.ttk pv5o'rst to tilt, 3 l,t0tk),tk1t ltow
usivervt lv tild-age itittta'. Blli t \wwotild voittinto' to e'11tite ttl est iiott'i
13.t000.0tt0t tietitis, iticlttlitig fartmers, Itiret fartitt \otikit, ittol ilotostit' workers.
It totls li'aves tiil tot et ' ci siit. of thotsie ill gralt ist toiv'd.

A Iliig ats Ilttru' tam' ioveri'i indittsltriestolo''la loita umiis, workers will
lie robtit'd ti(f ittstrtI'IR tilt N. have 1 I(t it- for e t'tnver to'v shift frtitit actoverted to

wo'rkter., tttv patitd itito tit-t svstemtt sitti' it was set till. liti iiii\ abtlit Cllot~t
could leave their families' with iitli t'nletits toia I allil otlv '2,00411t000 lit-rsiois
ovt't 6.1 art' fillY iottil.1

Evt'tt ilk etivetl iitttov Ititt. it takes si (till yeta's' work t itt itiif.' 11. It.
611)1) hut er t his lto 5 yvaNt. hutl '-sitomt tot less, rest ritt it' rvqliru4'tkIStt~' aIIV
tii'idi ito Ilttiet wiirkers whio laek t'otttititiity ofeipoIttt
Utire,tiut ci'it

1I, It. 6W11 inipro~t ilti sit oittit for tilt% js'rst'tt wh Io vatit s to vwork after 615.
It allows himi to 'art $50t iver ttitttith Witto'ttt ltvsinig his ls'ttsillt itistead (if thto
lin-t'ttt $15, t\\vett aige' t65 atolt 75. k.ftt' r 75, te tr' \ottitl liv tolt mstrult ito.

II owt'ver, ttt tildt tottiplt wiithi $51) inl i'Arltiutus 11to0 $6s itt js'ttsiott m-ivtlt still
faill shotrt of at tlvetit livilnt st atlttrt. It woulti lit' bliIr to rai'i lihte rt't rvitt'ttt
'artitgs test to ivititi'vir imveh is ieeti'''sry to allowv tit, listiteNt'r tit, total
intti netshetl for it tett'ttt liv itiv, slantoltir.
I 'iitlo assuisti ii. 'Adid trd forr. tutu imiiitt

Wei tart fttllv Imarm tof thi' situtot iti %\6 Itithas develitied. through faiti'n tIlk
titttltrntt l sth ittl se'cutrityv system. itt wvhich' t len' tirt tvikte as4 tuty solli'
rtivitig pitt1lit' tisisloit ., lls r an tt'r i e'ti'i iig olltigt, altl survivt'rs' iitsuraut'
ti'ni'tits. T'ttts whtti was itendd itt ast sttipllttnt'ttary liigrti, to title tts I tittigli
vi'ttirgtt ti'ics itt ith (ii I tgi' mid ,itrvivtrs' itisttantttsystt'nt Nvtts fttlly t'sttb-
lis tItt. hats ttt't'ttutu itt elt't (i t,' titt programs it thIis tl+I'. A,. littig as t his is
true, thet itibiei ttsisttiue progra Il imst hii st ruttgthttetii. I bi'litsvothalut buth
(.'ittutissiotittr Altmetittyr atti vtir Adtvisory Cttttil htavei'titd witrtivy ru''ttt-

I'tblite assist anti' tttttst tw' ainwvreitet a" lite p'rog'ram~ which stipplittcutts t hi
gap illt tilt, oltI'agt auttl Strvivors it Isitniutee progrits, Ilitil tilt, lttter art' "ettiveti.
Asm tt, fratmetrs of tw tie t pttl it. ''ittttit literatlly alt ittlu atre timitght itir I hi.
cotttritttorv syStt'io, tt11Otuottrititttctry ptisitot will have a tltittiti' ptlatt t'vi't itt
Ioltitito oIld'agt' svel'ttity platniotg:i i0 'ltts for liiie titoi liing, th it' b tt
sttatntards stitotld Iv' tioti' ano tittdir tiith protgramts. Wit arte tspt'iiatly anxitis
to 8i'43 ('tttgnoss etatt mtate'rtnity littt't'its for wvorkinig motherm ti and 'hilttnttt'
allitwaties fo'r titi 27.t0tk).000t tilirtt of ptitts whto i'on lest; tlitu $4ANK) a yviir.
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Diabilit insurance
I want to say a word about the provisions of 11. It. 6000 for disability insurance.

If passed, this would he the niost far-reaching change in th Social Security Act
since its pamsage. It would particularly help older workers who are most prone
to disabling accidents or ill health.

The principle established by H. It. 6000-that persons who are disabled are
entitled to monthly checks as long as they are unable to work-for life if lived
he-points to a basic gap in the social security system. The problein is to work
out an amendment which will fill the gal) completely, not just partially. It. It.
6000 would cover only extrete cases, not the partially disabled or the temporarily
disabled. The pensions paid evei for total and permanent disability would be
small-not more than about $50 per month. And no specific provision is made
for medical care.

What is really needed is a national system of disability insurance for both
temporary and permanentt disability. All persons who depend on their work for
a living should be covered. Paymnts should be enough to support a decent
living standard. This should be financed frot general revenues as well as h%
pay-roll taxes.
, in mary of recom in rnda Iions

To sum ill), we urge the congress s to.enact the following amendments to the
Social Security Act of 1935:

1. Extension of the Federal old-age pension system to all persons over 60, with
liberalized eligibility requirements to protect workers who lack continuity of
enl|)ovillt.

A minimun primary benefit of $125 per nsonth at age 60, with $60 additional
benefit for each dependent.

3. Each pensioner to he allowed private earnings which, together with his
pension, will provide a recent. living standard as determined by competent
authorities such as the Federal Security Ageney or the lieller committeeee oil
Research in Social Economics of the University of ('alifornia.

4. Until all people are covered by the Federal old-age pension system, State
public-assistance programs must fill in the gaps. Federal aid should le extended
to provide the same benefit standards as in the Federal program.

5. Public assistance should include maternity benefits for working others,
and children's allowances for low-income families.

6. Adequate Fedcral disability insurance for permanent and temporary
lisability.

Salaries, bonuses, and pensions of clectrical corporation ercculits in 1948

Salrie atd Anmal a.i-

Oeneral Electric Co.:
Charles E. Wilson, president ........................................... $242.00 6. 000
Philip Reed, chairman of board ........................................ . 157. 9 4 .000
Ralph J. Cordiner, vie president ..... .............................. 15, 000 23, 000

Westinghouse Electric Corp.:
Owilym A, Price, president ......... ............................ 170.s867 18,0W2
Oleorge H1. Bucher, vice chairman ........................................ 101 200 14,707
,. F. Oibome, -lce president ........................................... 09,510 11,713

Allis Claimers: Walter Oelst, president .................................... 75, 000 12 0
Sylvanli Electric Products, Inc.:

Walter E. Poor, chairman of board ................................. 67.007 I 12,791
Don 0. Mitchell, president ............................................. 77.13.8 '12,701

Phelps Dodge:
louls 8. Cats, chairman of board (Phelps Dodge Corp.)................ 161,050 15.000
Robert 0. Page tresldent ............................................... 11, 650 27, 50
Wylie Brown chairman of board (Phelps Dodge Copper Products) ...... 105,650 12. 50

(aieeal Motors Vorp. (1947 Information):
Charles E. Wilson. president ............................................ 446,099 25,OM0
Albert Bradley, executive iIco president ............... . .... 3' 325 25.030
.0. E. Hunt, executive vice president ................... . ... 37, 899 25,000

I Assuming 30 years' service at age 65.

Tle CHAIRMAN. I believe Mr. Schafer is the last witness.
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STATEMENT OF JOSEPH A. SCHAFER, C. P. A., MEMBER, COMMITTEE
ON TAX PRACTICE, PHILADELPHIA CHAPTER, PENNSYLVANIA
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

Mr. ScHAF-ER. Mr. Chairman and members of the committee, I
appreciate this opportunity of presenting my views. I wish to speak
independently find impartially. As to my qualificat ions, however, I
might say that I 01m a certified public accountant in Philadel)hia, and
a member of the committee on tax practice of the Philadelphia chapter
of the Pennsylvania Institute of Certified Public Accountants. I do
not re)rcsent any organization, however.

Senator KEIR. You are speaking as an individual?
Mr. SCHAFER. I am speaking as an individual and on my own

responsibility, on this subject. And what I want, to say is Merely
in behalf of the ol folks.

Now, as to the matter which I have to present, in the allotted time
I may be able to merely review this statement which 1 will present for
consideration.

These are the principles:
First. We must have an equitable system of social security, which

should provide that every citizen without exception will be assured
that, when lhe reaches ret iremient age lie will be able to live without
want anti fear no matter what his circumstances may be.

Second. The benefit to be received must be adequate to enable a
person to supply all his vital needs without the necessity of aj)pealing
to the State, charity, or his relatives 1,01r assistance.

Third. The minimum amount should provide more than a hare
existence, so taint the recipient may continue to be a imiember of tile
economic system, by being able t) purchase some other goods find
services, which will'have the effect of keeping other workers on the
jol to replace those goods, thus maintaining our l)roduetive cai)acitv.

Fourth. By being able to retire with assurance of adequate security.
a substantial number of jobs will be nmde available to the group )f
workers in their forties and fifties who are now seeking employment:
and are inlable to get. these jobs. As a result, they must remain on the
uineinl)loyment-conlpensationl rolls. On the other hand, they are more
eager to work and are in better physical condition to (1o so than these
old folks, who must struggle along in their jobs now.

Fifth. It is not true that, all the o1( people eujoy working and want
to keep on forever, but the opposite will be found to be the case if
they were able to receive an adequate security. There should be no
dotil)t that their energies can be diverted inio other channels when
they reach retirement, age, and some may even be willing to devote
their time and energy to worth-while projects and activities of it
elaritable nature in appreciation for a secure life in their late years.
The theory of social security contemplates that every person Nill be
able to live a suitable existence with at. least a minimlim standard; so
that it, is logical to infer that the pirpose of social security was to
take care of persons in the lower-income groups in preference to thoso
in the higher-income groups.

It. is illogical to operate the system in such a nmnner that persons
of low income are compelled to provide security for those of high
income, which is the fact at. tile present. time. Tiis is so because half
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of the social security fund is supplied by emplovers who include in
their costs and expenses the social-securit tax they pay, and then pass
along such costs in the prices they receive for the products sold to
customers, many of whom are poor widows, and others, who are not.
covered by social security.

When it. is considered that, this process is duplicated, and even to a
greater extent in the private company pension systems, which are
)uilt up by the prices paid by the customers, insult'is added to injury,

and the set-up is not only illogical, but it is ridiculous, in this sup-
posedly enlightened age. .

It woull he proper to infer that we maintain a slave state, when a
poor old widow who is barely able to eke out an existence must pay the
price which will enable a inillionaire executive to obtain a private
pension of as nuch as $90,000 a year after lie retires from a job that.
was paying him from $200,000 to $400,000 each year before retirement.

Now, in the same way it is also unjust for a coal miner who retired,
say, in January 1946, 4 years ago, without a company pension, to have
to pay 20 cents for every ton of coal lie buys, so that "some other miner,
perlaips his next-door nieighhor, can retire now at a monthly pension of
$100. But the miner who retired at. an earlier ago is now 4 years older
than the miner who retires this year, and it must be evident that lie
worked and suffered on the jo) every lit, as much.

Now I have here several instances summarized to show the inequity
of the present system. I might mention that these figures which I
have here are based on a 40-year term at the age of ti5. There are
some exceptions, however.

Now, in the ease of a widow of a doctor or farmer or grocer, there is
no monthly benefit. of social security. As to ol-age insurance in
Philadelphia, the average is $22. Oll-age assistance in Philadelphia
is $40. Old-age assistance in California, however, is $70. A blind
person in Philadelphia receives only $40 monthly. A veteran,
according to the proposed plan, gets $72, provided heels needy.

Senator KERn. V at proposed plan?
* Mr. SciiAFEii. There is a proposed veterans' pension plan being
submitted to the Congress for consideration.

Senator KER. Then you are referring to the one which is in a bill
now in Congress, and not to a local matter in Philadelphia?

Mr. ScHAF R. No; this is proposed in Congress, a proposed plan,
which will give $72 a month to a veteran, providing lie is poor and
needy.

Now some other of these workers receive various sums, $42, $47,
and so on and so forth. A glass worker now receives perhaps a
maximum of social security of $56, but in addition will receive a
company pension of $115. Here, in this case, they are doing better
than sonic of the other unions and the coal miners. So naturally,
when you see that, you can be assured that these other unions are
going to yell for more social security and company pensions. Steel
workers, of course, and some of the other classes, are assured $100 now.
combining the social security and the company pensions.

A fireman in Philadelphia would receive $125 per month, and his
retirement can be at the age of 45, after 20 years, when lie is just a
young person, you might. say. And I might state parenthetically
that most of these people that retire at such an early ago later go into

620
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other work, so that they get their retirement benefits as well as earning
money on new jobs.

Senator KEuR. As I understand it, you are not criticizing these
illilstrated plans, or these plans you are referring to and using as
illustrations. You are criticizing the fact that there is not an over-all
system that (foes provide an equitable program for all?

Mr. SCHAFE I. This list is so mixed up. Everyone gets something
different.

Senator Kmu . 1 say, are you criticizing the fact that you have a
firemen's retirement. program in Philadelphia?

Mr. SC AFEit. Not at. all; no.
Senator KEitn. Well that, is what I was asking.
Mr. SCHAFEt. No; I am merely pointing out the inequities in this

list.
Senator Knun. Well, you are pointing out. time differences, let us say.
Mr. SCh AFER. That is correct. Now 1 will say that it is an iliequiity

as to the fireman, because if the fireman is not killed in line of duty
his widow receives nothing except a refund of his contributions.

Senator KERr. You mean if he is killed in line of duty?
Mr. SCJAFEn. Not. in line of duty; if he has a normal death. lit

other words, if lie drops dead, for instance, they would have to ascer-
tain whether that, was caused by his duty or some other reason.

It is the same way with a policeman. A policeman can retire after
20 years at. the age of 50 and receive $143. ), you see, lie is getting
more than the fireman. But lie contributes more to his phm. But.
the widow of a policeman also will receive nothing but a refund of
contributions in case of his death, excel)t in the line of duty.

Senator KEtRR. If the death is not in lint- of duty.
Mr. SCHAFER. Not. in line of duty.
A Federal worker, for instance, receives as much as $150 a month

based on an average salary, as I have here, of $292 per month. How-
ever, the contribution there is t percent. But retirement, again, can
be at. the expiration of 30 years, at the age of 60, or it can be after
15 years at the age of 62. So you see, we have everything all mixed up.

I just want to point out, a couple of instances of executives. Here
we have a retired executive who was making over $16,000 per month.
and now lie recieves a company pension of over $7,000.

Senator KER. A pension of $7,000 a year?
Mr. SCHIAFER. A pension of $7,000 a month, company pension.
Senator KE~R. Where is that,, oi your statement?
Mr. SCHAFER. On page 4.
then we have another steel-company executive who was earning

.17,000 per months. When he retires, lie will receive $6,400 per month.
In one of the automobile companies, the executive will be entitled to
$2,000 only, per month, when lie earned $37,000 each month.

As to tfis last item, the reason he receives only $2,000 is because
in his coral)sy time pensions are limited to $25,000. But in sone of
the other companies, the officers and directors, supl)orted by their
own stockholders, for instance, refuse to give up their rights to the
pensions which are on the record. They won't come (town, and even
limit them to $25,000. So as a result, some of tlese executives can
receive $90,000 a year.

So that if, when they retire, they receive $90,000 for 12 years, they
will have received over a million dollars from the general p~ublic.
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Senator KERR. How do you figure that, now? If his company pays
it to him, how do you figure that the public is paying it to him?

Mr. SCHAFER. The entire pension cost is included in the company's
costs and expenses, which is evident in all of their annual reports.

Senator KERR. But it is not a compulsory public contribution.
Mr. SCHAEFER. No; but the public, or rather the customers, must

furnish the funds that are required, through the price they pay for
goods; for the reason that all pension costs are included in costs and
expenses of production.

Senator KEm. If he got $90,000 a year, how much of that does the
Government get?

Mr. SCUAFER. Well, the Government would receive a considerable
amount, and it might be as much as approximately 74 percent, which
might be some $50,000.

However, if you want to dwell on company pensions, there are two
reasons, I might state, why they like these deferred compensation
payments after they retire. One is that their income taxes now are
much more, if they receive this money as salary or dividends, than
when they pay income tax on it years later when they retire, because
they wont have their annual salary: they will have only their pension
on which to base tlir income tax. So'there is a tremendous saving
in that respect as far as they are concerned. And in many cases, I
might say, the entire pension cost is paid through taxes. Instead of
companies having a tax bill, they divert the funds into pension systems,
so that as a matter of fact in some cases it doesn't cost the company
anything. They get reduced taxation.

However, to go on with my l)rinciples, here, I would say that it i.s
an awkward situation when every house on a street receives a different
amount for the same purpose, which is to live in pence without want
during old age. This situation is un-American and can no longer bo
tolerated. There must be no distinction in old ace, since every person
should be entitled to a minimum standard of living. Beyond that
minimum, it is to be expected that a person will have the'ability to
supplement his income through savings, insurance, or other forms of
investment; so that during old age lie will be able to supplement his
income.

The only answer to this problem is to provide a system that is
based on universal coverage, with a uniform amount of benefit. A
universal system of social security would be most sensible, practical,
economical, and equitable as a manner of providing for old age.

One benefit that might result from this is that if you provide for
all the ol folks through this old-age-benefit systein, they can be
separated from the assistance rolls. And it would be mich more
desirable to do this, because then the assistance feature in these State
programs could be spotlighted, and we could know exactly how much
we are paying for assistance instead of for old age.

Now, in the city of Philadelphia, wi receive $12,000,000 a year of
Federal funds going into these public-assistance programs; so'that it
is impossible for the authorities to eliminate the chiseling that is now
going on under this set-up. And one wiy would be to segregate the
old folks and bring them in under old-age benefits instead of uncler the
assistance program.

To got on with the proposed systenj which is under consideration
here in Congress, Qovernment officialshave stated that to expand the
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social-security system to cover 20,000,000 additional persons, con-
sisting of agricultural workers, domestics, and the self-employed, the
cost of collecting the social-security funds would reach $40,000,000.
To include another 10,000,000 persons presumably would cost an
additional $10,000,000. The present cost of administration, of
$48,000,000, would be increased, under that expanded program, to
$110,000,000.

A universal system, on the other hand, couli be administered with
the greatest simplicity, for it cost of $10,000,000, making possible a
saving of $100,000,000, which would be available to be paid out to
the old folks.

As to tile workers that are covered, there are now 34,000,000,
approximately, under the present system. Bit 86,000,000 accounts
tre being maintained to record tle credits to which eael person is
entitled. If tile program is extended to include :30,000,000 additional
wo' kers, it maniy be assumed that (14,000,000 persons would be covered.
But that still would leave many people outside of tlie system without
security. However, the total number of accounts of individuals that
wouhl be maintained wouhl probably reach 120,000,000 accounts, and
it is reported that the cost per account is 12 cents.

Going to pension plans, now, I would like to quote some statistics
of the Internal Revenue Bureau, based on analysis of applications for
approval of pension and profit-sharing plans tip to August 31, 1946,
which will show the growth of this method of retirement securitY.
I might say that there has )een no further study after August 31,
1046, and I believe it, would 1)e vell to recommend that a further study
be brought up to (late on this matter of company pensions and profit
sharing plans.

As to the apl)moved plans in effect, prior to 1940, there were 659.
As of November 30, 1949, there were 13,128. I might include in
there that on August 31, 1946, the (late of this study, there were
9,370 plans.

These figures, which I might mention in connection with this study,
are based on information presented at th time of application for
qualification, without adjustment for subsequent expansion in number
of employees or participation.

Prior to 1940, 61.6 percent of the employees working where such
ision plans were in existence were covered under the plan, whereas

Ly August 31, 1946, only 33.3 percent of the employed workers were
included in the pension llans. When it is considered that only about
10 percent of those participating will survive to receive benefits, it
can be seen that not many of th 33.3 percent, wiho think they will
benefit, will receive anything. It is to be hoped that the experience
after the 1946 study is more favorable.

Of tei 3,657,271 employees who participated in approved plans at
August 31, 1946, 1,860,430, or 50.8 percent, did not have any vesting
privilege before retirement. Therefore, half of tie covered employees
would not receive benefits unless they survived and worked for the
company at the date of their retirement. Only 5.2 percent, which is
less than 200,000 of the covered employees, were entitled to full vesting
privilege before their retirement dates, and thus would receive benefits
if they left their jobs at an earlier (late.

The above indicates that a considerable portion of the labor class
may be misinformed about their ultimate benefits, anld instead of
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annuities or deferred cot nuatioti at retirnillent, they would be lilueh
better off to participlat. in profit-slaril . oil it eUrrlTit balis, ald l eave
their security to tie overnuet under a proper s)'stviu.

'liTo |ayllientl that are leiig ttiado for Hovial security and lplisiolls
of U] loyees ill tile various corporations have rlached ellormllous
14nolll1t0. I have suMnllmt'iMe her so111 few col1111palive.

lit t h Amnerivan Tehplioe & l'elgraph Co., for i11stance, they paid
into io trust fund ill the year 10148 $1261,t00,000. Their obl-age-
benefits payllivltt was $1 0,100,0M) ill tile saint1 year.

Tile letlolellet Steel Co. (lha"rged for social meurity and o(lihr lu'n-
fitsq ill the year 1948 $11,00),(I00. Now, their costso'for inllsioll. vary
for differentt year, because ill Homt, palls thoy lave a ption to
increase it or decrease it, deliendit1 g upoi tow they vil to itmake
eontrihutiolils ito tle ,siol Idam, And, of coulre, Iio doubt Ihere
is a tax consideration ttvolved. Il the year 11147, for istuatee, the
ehargo for pension cost was $t6,400,006ltl, whereikas ill 1948, it was
*3 500 ,00

i will poillt out another eOmpanly, ti generall lE'letrie Co. They
paid into the trust fund ill 1948 $34,780,000.

1 might also Inention the dut Pont Co. ''heir total pensions, insur-
alice, socialsoecurity, alid other benefits in 1048 were $4t9,570,000.

Ili the UnitA States StAwl Corp., the o8tiaitatd cost that I have seen
reportol for proposed insurance and pensious totals $78,000 000.

Now the addition, of all theso funds, aggregatilng more titanu it hil-
lion dollars eavit yea', has increased the pension trustlst futds of corlpo-
rations to st tiptnqdout heights. Tho amount now carried in the pell-
sion trust fund of the American, Telophote & '1Telegraph Co, is ovet'
$1,000,000,000, and that provides for only 75 ptr'ent of the actuarial
requirenietts. No doubt it is ft that toI balalce of 01o actuarial
requirement is not nedmi, at t.his date tit, any ratA,. Tie balance in,
the pension fulld of (etleil Electric Co. as of I)ecenhor 31, 1949, is
$2(0,000,000. Using these amountts as a guido, it, may ho estimated
that thore are billions of dollars itt the moro than 13,000 private pen-
sioti trust funds. Tite creation of such vast funds under the control
of corporations is fundanientally unsound and dangerous. What will
be the situation ill the near fltuiie wholly the accutmutlatod f11t1ds ill
those private systemnS reach $10,000,000,000, itl addition to the funds
of $40,000,000,000 ill tle various government tal tietirtenlet syste11s?
. Sevatm- Ksmi, Well, titat is alt interesting question. Suppose you

ntswor it, for us.
Mr, SvUlAvr, Tho funds will have to be invested somiowhero. They

just can't keep then in the vault.
Senator Kin. The question is: What will be the situation?
Mr. SHAPiri. That is correct, Now, what are thoy going to do

with their funds? Are they going to buy up all of the socritites, or
ire we going to create additional properties you might say, or com-
pfnies, i which they can invest their funds?

Or, on'the other hand, will all of those fndos, tho billion, dollars of
fuwls, be invested in the debt of the United States? Will that en-
oure creation of debt? And, on thb other hand, will it crats a

situation where those tremendous funds under the control of corpora-
tions and their executives will be ured for perhaps unethical methods
in mopopollaing industry, or for othorpurpoaes? That re(naits to be
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Therefore, I would re'onniend that. a study Ib aode of that situa-
tiOl: What. is the total 4atliOutnt ill tilt, i)plSiOti fillies? low will it, be
ilVete4d'?----HO that the COll 'Ps atid tW 1)eole will lue sonlethill
to :o by, alld 'No that they. vall taderst ltad what is happetning witI
billion and billions of dollars of funds.

Now, tht' maintaining in the nIs' future of Ieralm 17,0(X) private
I tnsionl uystetllis and le'l'htips 3,00) F'ederal, State, and a11unh'ipal
et ia'etlltlll systa'llas, eva'rv 143-eau bqitg difrtetitt, with perhlms

$Sm),O0,it)mX),OtO of ftuadaon halid to; paV4bmleffits to the aged, will"
Ie it illoi tlttrositv tll 0,aitiot be tolerated. , "It,,
' It litight Ie -iaali~ted out hre that whatever additional persons are

b'oug it mIder the sovitl-svvu', rit}' said lpriv'ate penIsion, 5t4tniq, to
that ext ent will tIlt, persts llot covered' hae to illae'elakfw their sup-
pott of thom 'SyRtitais. Thati is, iflt,tt00,000 personas tire added to
Sueial sevillrity, half of the hlnllah will h10,0on thoso who piy for the
In'ree of gQxtS, Iamioug' whin'lirv the iiot in th Hysteni,.' And if

Il ftuh~'tnait C(1paInLe. it aidll al'sohi plans tort'j ,t)O0,000 ejiploy.
t"., p'terh the It ire (t'ost t litrlqlf Awill be supplied by the eaautoilners
who paI.rqhise the articles prlptved. Utider Piall i pieliev, tholo who
are lot (ivei'ed 1ln rise tlt1'do ll tr helutia tW. A Hyt4on will have tofairtaish trt oft t he 'atids for Ilat.*il an (ve'od, firt for 35,000,0

worked , dthetn for' ,Ot ) additiObna,4%o'keo, tho next tipie for
anotlhir.i ).00,O0.0 erslottn 4t9 that it1 tei,ad sitle utfortutni indi-
vidahials wl y, tlyg fo ta' seauiaLy of 1' else but then-

'rhle thnlllas arrived when it. tie Iotge' aIakes e to eWpe t that,
tua1 of the people shoul coutributel eitlhei'dirv#tlv or ill IVe.t]y, to
the social H('etlit.V aid In'ivito pension fudh ft' th bea t of other
('lases of pople'unless they tt1,4'oam eligible for binnefiU

As long as wohavo it ysteln whieh remaiisi inteqatltaiblo and in-
adequiate, we -will 'baoeltiniaue to have strife, turmoil, and sutterintg.
There is no othel va.';"ftel)t to lssut 'e overetla'eti ample security
in ol age through a untiveadftl siua, "-

Paymient. for security it old ago must be placed oil a current basis,
heeanse it, is imipractieable to have 100,000,004) people paying into
vast trust. funds that, would be acouitulat4od for years a actuarial
rese'ves, to he paid out. nany years later, to unknown Ietaefleitries.

On a eurretat pav-as.-yot-go basis the entire amount to be paid out
in benefits to those who ure 05 years of ago will be Collet0td during
the saine year through taxes. This is no more than req tiring every
person subjeet to tax to furnish the funds for thoe who lave rotiret.
It that manner, the yotngter generations will he supporting the older
generation.

It nmust be doenandti without equivocation that the children and
grantehihlrei be made to support the parents and grandparents iii
their ol age by tnens of an enforced social-security system. There
is no doubt. thiit iany persons today are evading thl' rsposibilitv of
supporting their relatives aid hope io continue the practice of having
the State or others shoulder their obligations. That practice should
not be permitted to continue.

I have heard of som cames where they have perhaps eight or [to
ohildrm in the family, where those children refuse to support their
ol parents. There certainly is not any justice in that,. Anti if tho
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th.'rt is tin) ri'astiii whv wit shiiiild lkt't'p ol lilt, 811tn watY.

piy itig, 1111l iilia jni w awll la vi' ni' Itr itpi't't (til' old i g. l illiti g

11; 111m , 1111 .Iv1 ' t I iI i tia' ill x at v a s ~I I oit li 'et'h it I1111%jalt,

voll~si.%ifi tt hose nw ho t I " S1 1111%~. t I~m livi 1oiittiii voilii iwiog

(11'r titi fora~illi (alt lit oitivi'vi twlviid NIthat iiiIvY 'ia it a pe

In' ( loli'itaaioti I i'tapha vt'i's wht iofillhi' tln'istl wit II, akrl aditlh-
s- oveilliu's Il Iov In't co sst i reto voi'tt it lvti, It' o

$1th0tpa lvi ii oi'a l-s'' it (oy *111,1111 titijdtot's ail i fiini 1111 i4t 111% t ,4t' 111,11

sho'lt' $10. l'lif winvllnih ta io ( liit it , talialai t il itt litr tverii'

I wlit~f M opv vIT, tiily. I.itil t ofiiilpitltli41 u'amnt lii i l1,"ialt w l
fa11111t ho io iili fo liei ve'Ii work. it' A dial imiht t4o t lietit
1t11. ti, ii it 111 t o lii t' i'l I iti t111i1t11 aut 111 ml 111 in i htr

luwi' Intatti Pittl vti loy e Whtja itilt' i'.liv it ig lii' tig t wihitit, 1 1o
Stiluthi I'li hiolt's h n ail v r ki li' till rtid j mitiu t 1111111sy f'i ituitti viin

limlillilt m 'I'liin, 111 it b ~ititil Thtnilwvi' tlit a'in ' 1 1 t okii l Iii r

qi ti( ovtilit. o Ith er yu' ti i' ,Ihu ttth t-vli 'tik atti tdo mt. ha giit t il ii
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livo w 'rt ilnl f ll, v lit' 19.1 )n.vlg i o liil40141Ci(ro141111 htl

In'os1111o i it istli i l i)I till' I ll t I wei i111t'i1 v ll i i lt ' 111 11 1 i Is tough

iitii tiiiit'rm I it , t i tii is'its amom li Nitil t IV 111tit i utm ill (11,

lIv i.lust lt it)i 11' till iii itilt I4 tote ti. if tltoritlt seiy his ' iiliol

4,11 tiVilit ' t'41it'iit't'si vt) jiiiill N I o tht lllgtlw l it 1111l l-

I 0twil ' P ll oi u. Iui4r8t 11iti . If po s Ili I woit' l'r i ke to ii'l ttli il it'I
ttit I~ 11 tit)ill,t vovi 1ii1t %i t on ltn ltaket t'toiita I JiI t he o mid old

I~i lli' li Jiill itel lltiv"li Ielt' wIill hi 4,4 lii ti I l lV ll t'it I 4tl41 i11liHi
It.'litis i f till it ao i t t'tiin I I twill , )%I i t l it t i l t'i i pI t 111 iy Ii vt' liiv

No .ll t'tt liiIijti-41, liti8111141Vbt ttottithetiIrds1tit 111111 t'iii uh 'lI i ' .iluvi
1I oi, tillt v lilve tt p iltlisi ll t' to1 l. i i l'tit', tiity nu

(t 16 t v it h lill , Ioi 10 11 su.to'tl ~ W lllit' 1ttI ll11 4,,1, I l ht 111 1,4 t l litli1111141 t'l

1 " 11 o1 iv %till lilt t i vir ls omtil t gii'tt I I it I itti tilt t fit itil I tt ' I li t) es

l, tfo t 4 s4iv h! ig oflilt, ii I'of (il it t't'i ls'tf.'pu 'ig IW

No11:1, loiiiIttlt li ,lust iota wel lt l t , v ol litit',r whoi I livi l

lit~ort NN 2tilt' 16 11e 1 tiullm 11ni 4 Itt 111 pity t vlt i'tii lie 11 ilka lIl (w41111

I w o l li s 5 11 i vi 111 it sis ~ v ofill t' Int i Ii tti t ilt jit' sis 1 1 ti v e t61 t11,1t

G4lonG. uOpt -
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a total cost of $8,400,000,000, leaving approximately $3,000,000,000
of additional benefit payments, which would be over wv 'hat our present
cost is. However, deducted from that would be the savings in the
administrative expenses, plus the additional income taxes, so that
I wouli say that we could eliminate $500,0}0,000 from that, additional
payment. 'he remaining funds which would be required should total
approximately $2,500,000,000,

Now, however, offsetting that again would hi additional oleneits,
such as the reduction of public assistance programs for the aged,
the grants to hospitals and other charitable institutions for the care of
the al,,ed; I)ecause if we covered their, they would have the money to
pay for their hospital service. And one ot the l directors of a hospital
in Ihilad elphia told me that as niuch its 25 lpiecrent of the )eolle that
are supported with medical attention are the aged people, so that. lIe
would expect to receive funds from this Government program il
some way if that is done,.

Now, also, we could alleviate sonic of the unsatisfactory conditions
in the slun areas, to the extent that we give funds to tle aged who
are living in those sections. And then again, there is the important
point that the employers' expenses will he eliminated as far as main-
taining detailed social security records are concerned. That whoh
system could lbe, eliminated, and save tremendous expenses for the
different. companies.

Now, that is the extent of my statement, hut I just merely want to
say that if we take care of these old people, they can be oice again
free and independent hunian beings, living a contented and comfortable
life, without looking to soei one else for their next dollar. And again
they would not be a burden on their inmediate families or relatives, if
they were taken care of under a proper program.

The CUAIRMAN. The committee thanks you, sir, for your Pppear-
anco.

We will have to recess now until 10 o'clock tomorrow morning.
Thoreujpon, at 12:55 p. in., the committee recessed until Thursday,

February 2, 1950, at 10 a. m.)
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THURSDAY, FEBRUARY 92, 1950

TNI'rED STATES SENAN',
(osittm; rr ON FINANC',

Washington, D. (11,
Tie counittee met at 1o it. ti., tlrsttmt to reces, in room 312,

Sema e ()ll icl uilling, Senator Walter F. (h'orge, pri'nan, presiding.
Present: S naltors George (chairman), Byrd, Kerr, Millikin, Brew-

ster and Martin.
Also)rsenl: ,i-1. h'Flizi,thu It. Springer, Acting Chief Clerk, and

F. F. Flatnri, legislative It ferenc'e Service, I~ilrary of Congress.
The ('1nIlMAN. Tllh (olltltit tt Will jIletise conit, to order.
It will be ' Iwcessillry to 24111rt. oln tinio, on1(d perlhaps toniC of tho other

itiebIIIlNrs of the comittteo will come in.
I offer for the record it statement. sullmitted by Congressman John

It. Walsh of the Fifth District, of Indiana, with respect to th gloss-
iieoni-tax section of the bill, S. 2181, known as tin' Townsend bill.
Congressman Walsh'st statement will go in the record as part of tho
• morning's hearing.

(The statement of Congressman Walsh follows:)

STATEMENT OF HON. JOHIN n. WAial., A 1|HPItESENTATIViI IN CONORE48 FRItOM
TIIt STA1T OF INDIANA

hill. (;IIAIIRAN: I have asked for this thno front your oonunitteo to testify aS4
to the gross-hionie-tax section of the TOWnsen0d bill, 8. 2181.

I amn a Metuber of Coogres-s froin Mudiana, and as Indilana 14 one of t, very
few States having a gtos-ineonw-tax law, I have had soe fair knowledge of the
Indiana gross-inooe-tax law,

Tite Townsend plait for national Insurainoe provides that there shall be loved
aid collecetod and paid a tax of 3 percent of the gro., icoimo of all pormowt1 or
companies derived front any and all sources, except in personal income there shall
be an exemption of up to $250 per month.

Tite Indliania (Iross Inoomo 'fax Aot was enacted by the Indiana€ State iA)gisIa-
ture in 1933, and at a time wheni tile State was operating i the red. This I(laimta,
bill provided for the enactment of a grom inconie tax on all income recovod Iy
reelientsl of dlliana. The aot provided for exceptions of $1,000 for each i11d|-
vidual and $3,000 for the retailer, The rate of tax is placd at one-half of I
percent on the retailer and 1 peroont for all other persons. It Is now otimnatol
that the Indiana gross Inconto tax provides more money for the State treasury
than any other three taxes combined that are levied by the State. It also dlN-
tributes the burden fairly anng those citlions best able to Im i t

At present Lhe Iffliana gross income tax brings fit about t04,11llio to, the.
Indiana State treasury, and this is about 38 lwroont of all the itioney the Stato
raises by taxation. This gross income tax, small as it is brings it 3Oro IttOilOy
than the State's gasoline tax, cigarette tax, and tax on aloohollo beverages coi-
blnod.

Indiana wouhl never have voted an additional gross-hoonio tax reOOttly~to.
pay for their soldiers' bonus If its experinces with the original tax had not bell
aotiplotoly satisfactory, thus avoiding a% bond issue whioh would havo beon, far
more expensive.
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Wlicn the gro.ts.iicoloe tax wita first, adopted i [Itdianla. throuighoi1t the StIato
was heard the cry that. the people couhl iot ay this, tlat the tax did not Itke
Into conshieratlon the earnitigs of the inlivhuIotl or the corporation. However,
witil Oi only a few illoliths the stilts was solvelt il oil it solid footilig. The tx
hts heeit foiud to he poliolar aid everyone pays the same rate. The tax is easily
administered, id the taxpayer hat, no dillieultly i1 remparilg his returt. Today
the Indlana State goverinlnelzt Is not only solvent, tut ha.'t Ia large iurpls it its
treasury. I wish to alsoi add that hldalia has lno holded indlhtedn's.s.

We who are proponient-s of thev 'l'owiselld pitll feel that ihe gro. -illeolli, tax of
3 Percent lovied hy the Federal (loverlimelt will pity to the citizens over (10 vear.4
old and the disabled over 18 as well is the wilows with depenidenlt, tinior chihlren,
a sl11iclent hicoine with wichil to live, and that the return of this anllotllit of
money into th eltaumels of trade eacht lloltllh would mth itate hilsivs.es Ihroiogh.
out the country.'Tho grois-tlconte tax Isi the fairest tax that, cal he conceived of. It hlelrs
equally open all Ii prolortion to the uwe made of the market. It will produce
the greatest anotint of roventto for this pirpose with the lelAt hardship aud di-.
comfort to the people.

Tho 0 ATIMAN. Seltiltor' oPl)l)er, (Io yol desire to itike aIt-4ttitelti'lit?

STATEMENT OF HON. CLAUDE PEPPER, A UNITED STATES
SENATOR FROM THE STATE OF FLORIDA

Senator PEPPit. Mr. Chairman, if yott will allow nie, I will proved,
lciuause I have ati appoititnlent at tile White Rouse at. 11.

Mr. Chairman and gentlemen of the commtitt-ee, Se iator )OWley, of
California, has asked me to explain to the conuitittee that it was imi-
pesible, because of certain other pressing inatters affeting his State
o be here this mllorning, and he tsked tie if I would read a brief

statement which lie has handed to me, and witi your permission, Mr.
Chairman, I will road it.

The CHAIRMAN. I woItld he glad to have yo do that..
Senator PEPPER. This is the statement of Senator Slieridati

Downey:

STAT UNNT Or lION. SIIRIDAN DOWNEY. A ITNITKD STATES SENATOR YOM TiHE
STATI1 Or (AIrONIA

I appreciate tile opportunity to appear before this committee in behalf of the
plan of the 'rownsend organization X 2181) which Senator Pepper and 1 have
introduced with other Senators.

I As one looks back over the disappointing 15 years since the social-security bill
was Introduced in Congress, l)r. Townsend takea a preeminent position in the
whole pension movement. I am siure that time will continue to enlarge his
plaoe in the history of this most important field of social legislation.

From the beginning Dr. Townsend insisted on a universal pension system.
lie was wholly right about tits and those who once opposed him now admit the
oorrectnesa of his views. Dr. Townsend has also insisted on a pay-as-you-go
system of financing based on a universal system of taxation. The taxes isoralsed
would provide a social dividend front the current flow of national Inoone. Such a
dividend would he distributed to our senior citizens as a recogised right. In so
doing we would avoid the humiliation which goes with the payment of public
assistance on a needs or charity bats. ,

And, finally, Dr. Townsend has always Insisted on an adequate payment to
provide docent, healthful living, rather than a poverty level of existence whieh

the social workers of this Nation seem always to insist upon.
We have little to be proud of in our handling of the old-age problem in these

past several years. The Social Security Act gave us two pians-the insurance
program with Its emphasis on the "rigltt" of a covered worker to claim it; and,
secondly, the charity system under the' Federal-State publio-a4sistance plan.
, Both have failed miserably in reachifg their goals, I will not go into details
of It. R. 6000 because once again It presents the confusiont of countless formulas,
rules, and defilfitlons. Our Social security Administrators have always had a
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Ipassion for formulas; in fact the: I have becoino so obsessed with formulas antd
so confused with their own handiwork, that they have forgotten that after all
they are dealing with peopilc--mllllons of senior citizens who have contributed a
life of toil to our et'coioit, svstotei all now deserve the security, comfort, and well-
being which a rich and grateful Nation can properly afford. *

The general public and the working peojilo of this country have rejected both
the insurance system and the charity program uniher public assistaice.

The working people have sought security-level pensions front the industries
in which they are empIiloyed. In the coal, steel, automobile, and other large
indust ries such pensions are now guaranteed under collective bargaining contracts.
Many of our Staes now have iulic-asistanc~palis well beyond the imaximuni
iii which the Federal (overnnenit will share. As a result, we have a coifiisiiig
hodgepodge of pensions in which sone groups are reasonably well protected while

inlllhmi of others have nothing to look forward to In their aIvaniced years but the
bread of charity.

. To those who fIt',I that what I iropo.se would place tio great it buirdeii oil our
ecoliomly, I respect (fully suggest ti tat the mainii problems of America's faris, fac-
lories, inini', and oilier lmridnletive enterprises Is not the creation of the goosls
and services our people need. lather, thlit' problem Is one of distributing the
abuliundneo of whilh iour econtmy hi capable by mnaintainig a flow of purchasing
power so mhat all our cilizein maly live ('ceti, comfortable, self-respecting live&

As anl ardent advocate of oulr frte-enterprise economy uidi'r private capitalism,
I oan lid no defense for a social philo.ophy which holds that those who have
become tot) old to work shall joln an econohiIcallh delpressed group and reduce
their coFistmiiFIt ioI to i bare I niumniu. Suhi a system, hF lily etimation, is not
oily a survival of the poor laws, at their worst, but It is also poor business for the
Aniricai e oFoiy.
. Today, as for many years, )r. Town.end think of people rather than formulas.
ills program would jiovilde a universal system of l=elislont a a social dividend,

anil I again Invite the attention of this comiimiteo to It( consideration.

Senator lPi-m'ait. This ends the statement which Senator')owney
retested me to read for him.

T1e CHnIMAN. Yes. Thank you very much, Senator Pepper.
Senator Pmntrmn. Now, Mr. (Inirmnan, on behalf of sponsors of

S. 2181, the Townsend national insurance bill, I want. to thank your
committee for this opportunity to present. our views in support of
the best. measure which in our judgment will provide real security
for the olher citizens of America.

Tie Biblo tells us, in tit FifNh Commandment, "Honor thy Father
aid Mother that thy days be long upon the land whii ihe Lord
thy God giveth thee.1' Wo are not. honoring the fathers and mothers
of the pooplo of this country as we should. Thus far we have failed
to assure them a ninimum'ltvol of security, which it is our duty to
provide if we are to ionor them ill the spirit of the Fifth Commnd-
ment.

Mr. Chairman, briefly, I will show in my testimony that:
1 I. An increasing p ro iOrtion of our people will livobevond 65 years

of age. By 1975, ahout 11 percent. of our popular tion will be 05 years
of ago or over.

2. Low incomes and the inability of Americans to save for old age
makes the need imperative for adequate insurance in tho twilight
period of lifo. Forty percent, of our spending units, with the lowest
incomes in 1948, spoilt more than they received in 1948.
- 3. The old-age assistance and old-age and survivors benefits under

the Social Security Act, are far too low for an aged person or couple
to live decently. The average aged couple received less than $40
a month in old-ago-insurance benefits in 1049 compared with a fair
living budget lovel of $120 to $150 a month.

SOCIA14 SECUIRITY REVISION
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4. Coverage under the present act, and the proposed extension in
II. R. 0000 will leave millions of Americans unprotected.

5. The increases in benefits under 11. It. 6000 are insufficient to
enable elderly persons to maintain a fair standard of living.

6. Irrespective of the liberalization proposed in H1. R. 6000, thore
are great variations from State to State in the amount of aid payable
and in the proportion of the aged receiving assistance.

7. The means test for assistance is unsound.
8. The administration of the present law is cumbersome, costly, and

time consuming.
1 9. The Townsend national insurance bill will be simple in its opera-

tion and will provide far more benefits than are, available for the aver-
age citizen under any age or permanent disability retirement system
financed with Federal funds. Based upon 1949 figures, it is estiimated
that an annuity of $150 a month would be paid to 14,500,000 aged per-
sons, 2,400,000 disabled persons, 1,600,000 widows with children under
I8 years.

10. The Townsend national insurance bill will add far more to the
total purchasing power of our people and contribute to the stabiliza-
tion and maintenance of our prosperity.

Increasing proportions of the aged in our population: In our popu-
lation there has been a growing proportion of elderly persons and it is
pxredioted that this trend will continue in the future. The following
table shows that by 1975 almost 11 percent of our people will be 65
years of ago and over.

years '\ttaitpuYmand , nvr 65 total p)opu.
letd nvr i on

1900 ..................................................................... 3 .080.000 4.1
190 .................................................................... 11,314.000 7.1
1975 ......................................................................... 17.60.000 10.7

In Florida there has been a similar growth in the proportion of
older citizens in our population. In 1920 only 4.2 percent of our
Florida citizens were 65 years of age and over? in 1948 179,000 or
7.6 percent of the total were at least 05 years of age, about twice
as many.

Senator MILLIKIN. What period was that, Senator?
Senator PEPPER. That was the period from 1920 to 1948. It

jumped up from 1920, when only 4.2 percent of our population was
over 65 years of ae to 7.6 percent in 1948.

Senator KEn. lien your population of aged increased far more
on a percentage basis than your total population?

Senator PEn. I do not recall just what the population was in
1920, but I think it is fair to say that the increase of the aged has been
greater than the increase in the general population. •

I Senator KERn. The percentages are 4.2 percent in 1920 and 7.6
percent in 1948, which is less than double the proportionate number,
yet the number actually is three times as great.

. Senator PEPER. That is right:. That is the way it is, Senator.
The percentage increase in the number of our aged population has
been abo-ot three times what it was. • That is the correct way to
summarize it. /
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're rise for the Nation as a whole was a little over 100 percent.
It. is estimated that by 1980 we in Florida will have 218,000 persons
above (15 years of age.

Senator Krm. Is it. a fact. that, you in Florida take tile position
that you have something peculiar iin your climate that draws people,
or sometlhin of that kind?

Senator P mt tPP.. Well, down there we like to have it. appear, and
we think it, is pret ty convincing, that the young always stay young,
but the aged never grow ol.

Senator Knmt. Is that on account of your proximity to Georgia?
Senator l';.Pn . Veil, that is one of the warming influences of our

c, nvironn('nt, undoulbtedly.
In our democracy we always ('mplasiz, the necessity for the practice

of the virtues of diligence, fintelligent, effort, thrift, and provision for
the future, yet we know that. financial security in the evening of one's
life can be provided for only a privilegcd few or by financial provision
)rivately made through insurance and retirement. systems and tile
like. But, unfortunately, many millions who, too, deserve to be
honored, for some reason or another have not, been able to provide
for their last years in the sunset. of their lives through these means.
Tle main reason is that. almost every person in the United States at
age 65 has little or no savings and his incomO is extremely low.

We have had a long era of prosperous times. The national income
in 1949 had reached about $218,000,000,000 almost three times the
1939 figure. Consumer income, after taxes, hi 1949 was $191,000,-
000,000, or 2% times the 1939 figure also, per capital income rose
front $530 in 1939 to $1,271 in 1949. Yet in 1048 the median income
of all spending units whose head was 05 years of ago and over was
$1,100, tile lowest for any age. Naturally, since many families con-
tain more than on, spending unit, the level of family income is higher
thanl that of spending units, the proportion and number of all families
with incomes under $1,000 or $2,000 is somewhat less than the pro-
portion anti lumler of all spending units with corresponding incomes.
Over 50 percent of the nonfarm families whose head was 65 years or
more had incomes under $2,000 in 1948. There were 840,000 non-
farm families headed by a person aged 65 and over with incomes
under $1,000 per year, and 900,000 with incomes between $1,000 and
$2 000 per year. Three-fourths of all of these nonfarh families were
elderly couples and 3t60,000 were headed by widowed, aged persons.

Three-fourtls of individuals 65 years of age or more who were not in
families had incomes under $1,000 in 1048.

Naturally, rural families present a different, picture primarily be-
cause nonmnonetary income is of much greater importance to farm
families than to urban households. Monetary income, therefore, is
only a rough measure of the economic well-being of farm families. Of
tie" 900,000 farm families whose iad was (15 years of age or more,
420,000, about, half, had incomes under $1,000 and 220,000 between
$1,000 and $2,000 in 1948. Most of thseo-350,000-wero elderly
couples living in retirenient.

Savings: There are no pertinent data to show what assets or savings
individuals iay have accuniulated by age 65 years. But it is reason-
ably certain tlat many of these families with aged heads have been
living on withdrawals from savings because their current incomes are
far too low for even purely physical maintenance. We do know that the
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net personal saviligs of our people ill 1949 was $14,400,000,t,00 com-
ltirel with $12,000,000.000 ill 1948 ill Colprlion witli $2,700.000,000
11 199:. Wlil personal sa'illgs in 19.19 wer ligh for ptacetliine, tile'
lowest fifth of all spt'nding units ill 194S had average intontes of $8610
and saving nothig; the Iext lowest fifth wit i average incomes of $2,00)
saved $85 on tlit' average, but on tilt whole these two groups spent Ilnot'
than their )retsenl ineoins by drawing on savings or going into tbt.

Sinee slendlinlg units whose faniily head was 15 vealrs anti over
cowtittituetd 41 l)erentl of all thost 1u1ls Witli incolllts'u inder $1 ,000 ill
1948, and Il percent, of those with inoinles httwee'n $1 ,000 and $2,000,
it is obvious that these slntling units with aged heads were untiable to
sive, oil tihe avet'rlge, hiringg tile Ilik of j)rosptrity ind had to resort
to reduction of their savings, going into ditt o' lowering their living
standards. It is indeed a sad .Oltnlentirv.

Budgets for the aged: Of course, we al'know that man clllot. livte
by bread alone; it is tile drive within us which lnllkes is all sleid
ourselves ill our various tasks and labors. Olter ptoplh nist hlvo
access to adequate medical antd hospital care. Certainly they are
entitled to decent homes, good food, and adequate clotlliing. *Now
the Federal Security Agency has worked out the annual cost of it
decent budget for an elderly couple. This would provide them with a
modest but adequate level of living. It would give them gootds aniL
services necessary for a healthful, self-respecting mode of living that
would allow them to participate normally in the life of their coin-
munitv. These are not sublsistence figures. 'rhe budget provides
for m6re than physical needs. Nor is it a luxury or ideal budget.

'his hudtlet ranges from a low of $1,440 a year in March 11)49 for
Houston, 'Tex., to a high of $1,830 per year'ill Washington, 1). C.
On a monthly basis this budget rmuhl, ranges from $120 per month to
$180 per month for 13 selected cities il various parts of ti' country.

Senator Kimit. Is that for a family unit of two, Senator?
Senator PEPpen. That is for a family unit of two.
In my own judgment, even that is far too little for an elderly couple

to live decently at the present cost of living.
* As for ol ago assistance leneffts, almost one of every four aged per-
sons in the United States is on our public assistance rolls. That is
a eOlinentary& too, gentlemen. Almost one out of every four agtd
persons in the United States is on our pulli assistance rolls. In
November 1040, 2,715,731 persons were receiving old-age assistance.
In Florida over o11 out of every three aged persons received such aid
in the same month, a total of 60,874 elderly residents.

State-Federal aid for the needy, aged 05,'has increased sharply since
the end of the war. Old-age assistance has risen from $19.37 per
month on the average in March 1939 to $44.50 in November 1)49.
Florida showed the same general trend as tile Nation. In March
1939 the State paid on the average $13.83 in ol-ago usistance, and
in November 1949, $40,35.

Old-age-insurance benefits: Now, I emphasize that where we had
that budget from $120 a month to $150 a month in selective cities
over the country, the average in old-ago assistance was $40.35, or
presumably it might have been something in excess of that for two
people who might have received old-ago assistance.

Senator KVRR. That $40.35 is for an individual, is it not?
Sonsitor PzPiEn. Yea; that is right.
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soelilor liEut. Aind (lie other figure that, you mnentioned was for
11 vtiph)1'?

Sellator l .l. , l believe tley do not pay twice as iiiuch for a
eotiple ais for an individul.
Selll lor K nInt. I think thie average figilre tolprelieids all.
SelatOr PoFIIuFl. Well, at. t he illaxiIll it might have beell $80,

in States where they lv wV iniuch as they do in ilorida.
Senator MILI KIN. Il Colorado, we ar paying, I Iink, in the

neighborhood of $80?
Sellator PFPIi'.Ii. For a couple?
Senator MII,,.KI N. For til ilividial.
Senator lWel'i.:i. Well, 1 conimend Colorado for the progressive

slate you have reached.
Seinator Mitm, ,IKIN. I think we are the leading State inl that respect.
Selilnor Nwpi.rr*.'. I think so, and 1 eonmend you very highly,

Senator, for it.
In contrast to tlhe niodest budget. figures, the average retired worker

and his wife in the United States received about $39 in Juno 1949,
and in Florida an aged retired couple was paid about the sa11110 amount
under the old-age-insurance provisions of tie Sdeial Security Act.

The record for ol-go and survivors insurance under the Social
Security Act. is shaniefully inadequate. The primary benefit payable
to a retired worker at ago 65 ha increased a little over 10 percent
since 1940). The number of recipients and(l tie average amount of
monthly benefits under the old-ago and survivors insurance provisions
of the Social Security Act as of Juno 30, 1949, for the United States
and for Florida, was as follows:

Typo of benefit of I Y- S1ates 0 o "t- liorida
t-o-ltSI I n11oIt 11101113 1, ntn nt

prniiry benefit ........................................ PA 99 $ W.72 22 .WO $23..23
W ife's twnefit .......................................... 369. H40 3.1 0. 89. :1. 6t0
.t .d wi ow . ....................................... 210. 3 9 712 :1.947 19.62
M,,Itlow il,, de *nteni vbildren ................... 149, 724 W. 96I 23.1 Ii K 96
I)Xp.'Ident chill ...................................... 614.714 1 W.8 111221 II. IN
AI.Nd Ivi nt ........................................... 12 f 13.7 I 190 1284

I hold inl my hand a budget worked out for a man near blind,
above age 65, living with is wife in Jacksonville, Fla. This was
prollaredby tie State Welfare loard of Florida.
'I hia is the budget: Rent, $19.50--Now, remember, this is for a

couple, and the mt is nearly blind, ago above 5, living with his wife:
lont .---------------------- $19. 50 lmitno medicine ------------- $0. 75
Food -------------- _------ 22..43 Iauidry .................... 2.00
I,tghts --------------------- . 0 llmsehold iciidentals ......... . 75
FiM ---------------------- 2. 63 Ilnuratco ------------------ 3. 72
Clothing -------------------- 3.621
lereation . ..--------------- I.00 Total --------------- 8. 80
Personal inoldonta ----------- 2. 00
The CHAIRMAN. This is for a month?
Senator PKppF. ' This is a monthly budget.
Senator Ksni. Are you sure it is for a couple?
,Snator PmPEmts. Yes, it is for a couple.
Senator Ksiui. Tho statement says tho budget was worked out for

a man.

SOCIAL, SECURITY Il.EVI jION
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Senator PEPPER. Well, living with his wife. I am confident, Mr.
Chairman, it was for a couple.

Now, this particular individual paid old ago and survivors insurance
contributions for a number of years. Ile now receivers $19.06 in
benefits. To make up the budget of these two elderly people living
together, the State welfare board, after deducting $19.06 in theso
benefits, granted them $39.74 per month to make i p the dilference in
the budget. Well, the board did get generous and a(i(led 26 celts more
to the $39.74 to give this cou)le $40 per month upon which they had
to live for a month in addition to their oli ge and survivors benefit.
That is how far we have gotten in providing for our honored senior
citizens.

Senator MILLIKIN. Senator, may I ask: Did they have any assets
to supplement their income?

Senator PNewpE. Well, they must not have been considered to have
any, because I (1o not think they give this old ago assistance if they
find they have any assets, much.

Senator MILIKIN. Yes, they can take it into consideration. It
seems incredible to me that a couple could live on $40 a month.

Senator PEPPERi. I'thorouglhly agree with you.
Senator MILLIKIN. And therefore unless tile standard is a starva-

tion standard, it seems to ine that they would have to have sene
supplementation of their income.

Senator KERn. This says $58.80, in the table.
Senator PEPPER. I have here a communication from the State wel-

fare board, a State welfare board interoffice communications; Mr.
James I. Austin, subject, two persons living together. And here is
that itemization. Here is all is. It totals up to a budget of $58.80,
with income OASI, $19.00. They must not have had any other.
That leaves a balance of $39.74 that they are going to give theinm front
old-age assistance, and they grant then $40 a month. "Got doctor's
statement regarding need for medicine. Call us and give prescription
number and name of drug store when presented." Evidently this
was given to this party himself by the State welfare board.

Senator MILLIKIN. I am not challenging the correctness of what they
have there; except that I wanted to know whether tley had some
additional income. Because I do not see how that couple could live
on that amount.

Senator PEPPER. I thoroughly agree with you, and my opinion is
that they had no other income.

Senator MILLIKIN. They might have had some family income.
Senator PEPPE . I do not know whether they were getting any

assistance from their family. If they did the board would have beeil
obliged to take it into account.

Senator MILLIKIN. I would hate to think that that is the standard
imposed any place for keeping a needy couple.

senator P~rNEn. Mr. Chairman, that is going on all over America
today. That same case could be repeated thousands of times all over
this country. Where there are peoplb who do not have a dime to live
on except this meager pittance that they get, either totally through
old ago assistance or through old ago disiAtance and old age and sur-
vivors insurance.

Senator KERn. As I understand it, Senator, you are talking about
a couple whose income is $58.80. "
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Senator Ps, 'am. That is the living budget they fixed for them.
Senator Kam. I think one of the gentlemen has the idea that tie

total amount they received is $40.
Senator PEPPit. No they get approximately $60. They get

$19.06 from old ago and survivors insurance, anti they get $40 from
o0l ago assistance.

The other day, if I may interpolate, Mr. Chairman I had a lttor,
which is a ty iical case, written me0 by a mlan living (oWn just south
of Orlando. t1e said, "I canite from Indiana. I have all my life paid
taxes. I never ask any charity from anybody. 1 own my little home
in this lit tic comnllnllity south of Orlando. 1 am 70 years of ago. My
wife is 65. I spent ally savilty getting an operation on i1y wifes
eyes that we thought might save Iler sight. The operation failed."

lie said, "We are utterly penniless. We have no income. We do
own tie little home in which we live."

lie wont on, "I can't work, and 1 can't even leave home, because
my wife is here blind. 1 can't leave home to work, if I really were
alle to work. And yet I can't get assistance in Florida, because they
have a 5-year rule, about how you must be a resident 5 years. hoy
won't give me anything fromn'lndiana." lie saiti "ero I am, the
owner of my hoine, a good American citizen, with a hlind wife. I paid
taxes all my life. I can't get anything from the Federal Government.
I can't t get anything front Indiana, and 1 can't get anything from
Florida. And I can t leave imy wife at lome to go and work?' Ile
said, "What a plight I al ill."

And that is not an untypical case. And when I hear those people
talk about these aged citizens, with an insinuation that they are sort
of chiselers or somehow or other they do not have good character, I
think of that case.

I read that to a number of civic clubs before whom I spoke in
Florida. I said, "Is that man Riot a good American citizen that man
and his wife? Because he has com to the end of his life almost, and
he has a blind wife, and he has no savings and no income?"

Senator N IRhhKIN. Senator we cannot leave people starve even
though they do not have good character.

Senator P'tarta. Yes; that is right., Senator.
Tile evidence is clear. The senior citizens of this country just

don't have enough income to live on a budget as low as $1,440 a year.
Of the 1,270,000 aged, nonmarried persons and couples receiving
old-age and survivors benefits in December 1948, about three-fourths
of them had total incomes under $1,000 a year.

Senator MILLIKIN. Senator, may I interrupt to ask what your per
capita income is in Florida?

Senator i'PpEU. It was $1,137 in 1948, Senator.
Senator MILLIKIN. Call you tell te what percentage of your State

revenues you are spending for welfare?
Senator Ptrm,-ai. I do not know the percentage of our total. flow-

ever, we are the highest in the South, Senator; I will say, with an aver-
ago of $40 and some cents a month.

Senator KFna. On another page of your statement, below, Senator,
you indicated that you are forty-first among the forty-eight States
with reference to aidto dependent children,

Senator PFriER. That is right. Our aid there does not seem to be
as high.

637



SOCIAL SECURITY REVISION

Under the old-age 'assistance program of 774,000 aged recipients
living alone, over 06 percent had incomes under $1,000 a year, and of
1,724,000 living with others, almost 100 percent had incomes under
$1,000 a year. These figures refer only to the amounts received by
the aged person alone, and do not include the entire family income;
however, such recipients as a group have unusually high and costly
requirements, particularly for healt care.

Surveys by the Social 'Scurity Administration show that many of
the recipients under the o1(-age and survivors program had no re-
sources except their benefits. Nearly one-half of the aged had in-
sufficient income to provide even for their maintenance.

Old-ago insurance coverage: A surprisingly small number of our
population actually share in the programu.
The chances of a person in employment covered by the act becoming

eligible under the program are about 50-50. This' is. reflected by the
following: 92,300,000 Social Security accounts established by January
1, 1949; 78,900,000 had some wage credits in these accounts bY
January 1, 1949; 38,300,000 with wage credits were fully insured;
35,500,000 with wage credits were uninsured; 25,000,000 were in
noncovered employment.

Of course, many of these were women whose employment is often
-interrupted by marriage and family responsibilities, buit undoubtedly
over a period of years in the future, despite the proposed extension of
the ol-ago insurance pensions to 11,000,000 more persons in H. R.
0000, as approved by the House, ilere will be millions of employees
who will have spent relatively little tinic in employment under the
act, thus denying them the right to benefits.

Only 3,400,000 persons aged 65 and over of the 11,314,000 had
wage credits under ol-ago and survivors insurance on January 1,
1949. , Of these, some 2,000,000, or 58.8 percent, were fully insured.
What is equally alarming is the fact that the percentage of fully in-
sured persons 65 to the total number in the same age !roup with wage
credits has not increased materially since the payment of benefits
began in 1940.

t is obvious that the amounts payable in 1940 and the subsequent
rises in living costs---69 percent since 1940-have resulted in largo
numbers of elderly people continuing at work after age 65. Others
-have retired only because they were unable to' work, (1110 to some
physical disability.
I Now, what I wish to say, in summary on those two points, is this,
Mr. Chairman and gentlemen of the committee: Old-ago assistance, on
the average, is grossly inadequate. To get it at all, they have to meet
a means test. That means social workers, and that nicans cumber-
some administration and costly administration. Secondly, old-ago

'and survivors insurance covers relatively a small number, and those
who get anything do not get anything like enough.

* So as we face the present situation, we see that we are simply not
taking care of the elderly citizens of this country in the way that they
need to be taken care of and in the way that as single Christian citi-
zens we feel they are entitled to be takbn care of by this rich country
Of ours.,

Now, then, we come to the matter of what we propose to do about
it. Well, the House of Representatives has sent us proposed changes
in the present law, in H. R. 6000. Even the proposed changes tinder
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11. It. 6000 are wholly inadequate. Tie average payment to persons
who are now retired would be increased from $26 per month to $44
per month. 'rite range of benefits for persons retiring in the future
would be from $25 to $64.40 per month, in compiarison with the
present rangeof $10 to $45.20 per month. The total maximum benefit
to a family under the act would be increased from $85 to $150, but
newly retired workers in 1950 are only expected to average about $50
to $55 per month under the bill.
The proposed changes in ol-age assistance would not increase the

maximum grant from the Federal Government of $30, but the poorer
States, particularly those paying under $25, woulh probably 1) able
to add about another $5 to the average monthly payments without
increasing the State's contribution.

Ol-ago assistance is also subject to several other criticisms. One
of the great variations in the amount which is paid, creating vast in-
equities and inequalities for people in the same age group. Tle
amount depends primarily upon the income of the State, the number
of needy aged, and the provisions of the respective State laws. In
November 1949 the average payment was $44.37, with a range from
a high of $75.01 in Colorado to a low of $18.84 in Mississippi. Florida,
with an average payment of $40.41, ranked thirtieth of the forty-eight
States. In addition to the variation in tie payments the proportion
of the aged getting assistance varies greatly. In December 1948,
23 percent of Louisiana's aged were getting assistance. In that same
month only 5 percent of the District of Columbia received similar
aid. The figures for Florida were 34.4 percent for old-age assistance.
Similar wide variations are found in the aid to dependent children
and aid to the needy blind programs.

Despite the improvements in H1. R. 6000, millions of our older
citizens would still be required to rely on old-age assistance, with case
work determination of individual need, on the basis of various kinds
of property and income tests, commonly called means tests. The
prying into the private affairs of our honored aged and the sacrifice
of most of their rights as individuals will continue. Social workers
who administer public relief programs have roundly condemned the
means test. On October 3, 1947, the executive secretary'of the Ameri-
can Association of Social Workers, Mr. Joseph P. Anderson, was
quoted as follows: "Any assistance programs, no matter how well
administered, has a demoralizingg effect on every person subject to a
means test."
. Under the old-age assistance program recipients are generally tied
down in the State which pays them. They cannot move from State
to State. They are frozen to their homes and cannot go to a more
temperate climate, if they have to, without losing their welfare
payments.

Should like to read to you an excerpt from a letter which I received
from a citizen of Florida, dated January 11, 1950. In this letter Mr.
0. Decesaro, of Miami, said:
* I address this letter to you in the certainty that yon will present my case (which

is the case of many and many others in the same as my condition) at nearest
session of Senate.

I am 73 years old and for different circumstances, I belong to social security
by only 5lyears. Logically I have not much to expect from the present law, and
it is why Iask to present this case lit Sunate. • Have we to die on the job or will
our Representatives consider the ease and provide for our decent future for the
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last few days of our life? * * * I am still work working in the shop; but for
one reason or another I don't work steady, so how can I make such amount of
money to be entitled to the benefit of pensions? * * * In other words, we
are completely forgotten.

Then I have already mentioned the matter of administration.
The law is complicated. In 1948 it cost almost $175,000,000 to ad-
minister the old-age and survivors insurance and public-assistance
provisions; of thip amount about $110,000,000 was for the old-ago
insurance payment program, or about $25 a year per recipient.

Senator KERR. Have you checked that figure, Senator?
Senator PEPPER. Those are the figures that were furnished us.
Senator KERR. Oh; $25 per year? I beg your pardon.
Senator PEpERit. That is right, $25 per year, per recipient.
Now, I do commend H. R. 6000 for taking care of the totally and

permanently disabled, who have not heretofore received any protection
under our social-security system, and that Lertainly has been a helpful
addition to the present aw. However, I think it will be 6 or 8 months
from a given period of total disability before the recipient would, as I
have read from some of the testimony and newspaper accounts, get
anything; and I would respectfully suggest that that period should be
vastly shortened.

I do not want to see any man or woman have to quit his or her
job at any arbitrary age. Let them work as long as they want to and
can. People should be aided in staying in their work, continuing to
labor, and also in finding employment best suited to their needs.
There are some who, in spite of every effort that may be made to find
suitable employment for them, will not be able to keep it. There are
some who, no matter bow hard they may have labored in a long and
useful life, would not have the confidence in the evening of theirlives.

Yet if one cannot 'get work any more because he or she is totally
and permanently disabled he cannot receive any benefits under the
old-age-insurance provisions of the Social Security Act at the pres,-nt
time. The States and local communities, however, have been trying
to pay something to these unfortunate individuals. In December
1948 some 200,000 persons totally and permanently disabled were
receiving some State and local assistance.

We know that at least 2,000,000 in the United States are chronic
invalids. Reliable authorities have indicated that over a half million
persons are totally disabled for a period of 6 months or more.

The amendments to H. R. 6000 propose to pay insurance benefits to
eligible persons under 65 who are totally and permanently disabled.
It wouldalso provide Federal aid to State assistance programs, giving
money to the needy in this group. But the proposed changes woul
not achieve anywhere near an adequate level of support for these
people. They would only got the same benefits as the aged under
both programs.
. Now, as to the temporarily disabled, however: There is another
group of Americans who every year experience periods of temporary
illness. During this period they normally do not have any compensa-
tion or remuneration or other income The Advisory Council on
Social Security to the Senate Committee on Finance recognized that
the loss of income from temporary disability is a major hazard to which
all wage earners are exposed. The Cpuncil pointed out that on an
average. day,. illness prevents about two to two and one-half million
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persons, recently in tie labor force, from working or seeking work.
In a year wages amounting from 5 to 6 billion dollars are lost because
of disabilities lasting up to 6 months. These illnesses not only entail
loss of income but also medical expenditures.

Three States-Rhode Island, California, and Now Jersey-havo
provided for the payment of benefits for temporary disability to
working people covered by their unemployment-insurance laws. In
addition, railroad workers can receive cash sickness benefits under
amendments to the railroad unemployment insurance law recently
apl)roved by Congress. These four laws providing insurance against
temporary disability have, except for New Jersey, the same kind of
provisions for temporary disability as for unemploynent. All four
laws are administered by the unemployment insurance agencies and
use is made of the same administrative mnachinery for the temporary
disability programs.

The Townsend plan and the Social Security Act (1o not contain
any provisions for temporary-disal)ility compensation. I will offer
an amendment in the very near future on this subject, which will
come before your committee for consideration. I will propose a

program under which some 20,000,000 employees who are covered
y State unemploymeiit-comnl)ensation programs will receive some

protection against wage losses during periods of temporary disability.
I strongly urge your committee to include this program in their
recommendation to the Senate.

The problem: How are the aged in America going to live? Are
they to go to the poor house? Are they to subsist up)on the fbarity
of neighbors or dlependl upon relatives or are they to be ignored and
neglected in a wvay wve would not treat even an oldI faithful horse after
long years of service?

Now, we certainly warmly commend President Roosevelt for
having initiated our'social-security system and help make the progress
we thus far will have achieved. Mr. Chairman, you remember that
until 1935 the elderly people, the blind, widows with dependent
children and others got nothing whatsoever. President Truman is
also to be heartily commended for his own recommendations to
improve our social-security laws. But to be frank with you they do
not go far enough. In my, judgment, the facts I have presented tell
why we need the Townsend national insurance bill, why we have to do
something more than we are doing now and propose to do in H. R.
6000 for the senior citizens, for the aged veterans, the blind, the
disabled, and widows with dependent children.

As to the Townsend plan: Mr. Chairman, my interest in the
Townsend plan and in improving social security is not new. On
February 16, 1938, I introduced S. 3475 which would provide Federal
grants to the States for aid to totally and permanently disabled
citizens. On January 4, 1939, I introduced the Towntend bill, S. 3;
on March 6, 1945, I reintroduced it as S. 690, on June 6, 1947, as
S. 510, and on June 30, 1949, as S. 2181.

What does the Townsend bill do?
Persona eligible: Every citizen 60 years of age and over-about

14% million--shall, upon application, be entitled to a life annuity,
payable in monthly installments. In addition, every citizen between
the ages of 18 and 60 who is disabled for more than 6 months--about
2,400,000-and every widow-about 1,600,000-who is a citizen and
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has the alo of one orI more children under 18, silal, ulpoll llpilli't oll,
be entitled to an annuity ayahhe ill lonlthly inst allents during the
period of incealaity foi' enlloinllet, or while ha'ing the care of a
child o1 children, as the case n1lya be.

Othe' conditions for receipt of annuity: An alimitut would he
required not, to engage in al activity from which profits, wages, or
other compensation is rt'eiv;'id-except he I1111V receive illeOllie fronll
his owl investments; till 11lllitant woold not b;, perIllitted to supporl.
a0 able bodied person ill idleness---exeludiig the slip)r't of till
employaile Chii under 18-- except spouse; all Otiluitillit would have
to sailed tie monthly allilluiltv witlin the coltiles of till United
States, its Territories and possessions and within 30 davs after t,
time of its receipt.. So, lie Coul receive dividends, but ,ie could not
be gainfully employed. And that is oe of tie conditions: that it is
payable oily to those who at, not gainfully employed.
Then, as to tie tax: The bill wouhlhd levy 0'3-1',rlent tax on tilt' gross

ineolle-las delld ill tie bill-- of fill persons a1d collpallies. personall
income ill the amount of $250 per Imolth would be exe'llt fronl
taxation. Fraternal soeities, labor org anizations, lllllbels of cotin-
l1et10, hospitals, and other 11o01prolit. lstitutions would be exempt.
Tile taxes would be computed ol the basis of gross income received
in a calenliar 11ilonth 011 will ie paid to tilt' lhureall of Internal Reve-
nue by the 20th day of the second illonth after accrual. These taxes
may Ile deducted ill 'omifltlig net income, for income-tax purposes.
The statisticians of tie Townseid national insuran'e plan estimate
that the ilont ihly tax base ill 1949 would have ranged f'oin 103 billion
dollars for July 1949 to 85 billion dollars ill February 1949. This
Ieicans that. tile' illoltlily illeolme of tile fund wouhll raige from over
214 billion dollars to 3 billion (ollrts ill 1 year similar to 1949.

Tile amount of ainuity: 'fihe taxes %oull be credited to a business,
enlployllelnt, and1 s(lrity-itls ll etll t accoun1it, ill tlt' Treasllry. Tie'se
amolilts, ofter detllctilaj administrative exltense, would lie availnlle
for pay ing allullities. i'he amount of tile annuliity is determined
Ilmt ly by tile sum1s available from suc(1h account 1111d lilt, num11bel' of
eligible betleficiaries. Monthly anluities based oil t 1949 1ll't tax
base wolid rane froll i low of about, $137 ill Febl'uary to a high of
$167 ill July-- Iosl all m olthly alnltlites would be above $150.

Reptal of otlhel laws: 1he bill wouhl li'l the old-lige assistallt'e,
old-age atitd survivors illsiralicte, a1d F1'e1etltal inellranie-t0ottriltltiois
laws.

Tile bill provides for more benefits to every eligible American who
needcls thleml. 'Thle ystem nde llite lill wifll lit simllpe ill its otpra-
tiOll 011(1 adillinist'atioil. I11111 inform1ed thalt tile ttl coat. of adillin-
istratiom would le about 85 million dollars a year, an1d about one-half
the cost of adtmlinistering ol-age and survivors insurant e a1( public
assistance unl'r the Social S'curity Act. *

Econoiei effects of the bill: lhe Coulnt'il of E1'i'xoliic Advisers ill
its economic report, to the 0'eiidet--J0n11nry t, 1950---points out
that withl t gowilK potential for national output the oil y way to
translate this potential' into actuality is ito distlibute more goods and,
if the price level is reasonably stable tlit in the increasing purchasing
power necessary for expaninlg markets must. come mainly ill the
forn of motley hncomes rising lit accord m ith improved plroduetivity.
I quote from tile report: /
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'i he iltterests of the Nttioi rtquirt' thttt. tliti.t programs now niakti tot loumt-
fam, mid, insteitil if looking lIckward, look forward to tilt 3t)0.billioi-dolhtr
et'totllivt h tt we C11 1ttlhitw'e wthit it few years anld to (lie still larger ettono \
which should d t\Iqy t li t Ivtie that ost f tlos' who tire tiow working reach
retiremia ot age. * * * Sociitl-steelrit lt rogranim also stirve to et',shioi tht
tlrT'tl of ret'estiolity t retls w\lie,,ver tlast, mity appear, itcatist old-age pay-
meits t'ollt itlte a1 Stt'iatl Ilow of il'olot'. * *

\Vhih,. the totlal cost. of the Townsend planl llay be it very, large

figure, it should be vi'ewd ill the light, of lhe olhtt iali ottitl itCotte
aud production which would flow frot it growing economv.

It. will he rtnemlbered, Mr. chairmann , that where we show in our
tlabls, there, that there would be a Ix ast, of about l00 billion dol-
lars a itontl, and while about. :3 billion doll a itmonth would look
like a lhrgo atottttt, and, say around 30 to 36 billion dollar s a y'ear
would look likt a colossal stint, that must he ttken into telalitoslhil
with 1,200 billion dollars a year int transactions in tile tax base. So
that that is still a relatively small part of the total volume.

A diversion of national income to tteet the just claims of the aged
and the totally and perianently disabled would supplement millions
of low-ltvtl incomes and thus bolster and increase consumer demand
to insure a ststaitned, continuous, and progressive volume of business
activilv. 'I'lte (iove'rnmntl. will becoleto tmt'ely the ittstrumtnet where-
by a p)rtiotn of o1,- national income is given to Ihese aitnuitats, who
rt'ut trn the income inmcdiatclv into the channels of commerce in ex-
change for cOtlsUIltt't' goods atit services.

Now, Mr. Chairman and getlctten, let. it, be remienbered that
it, is a requirement of this plant tlat the suits be utsed upj). It. is not a
savi gs program for the recipient.. It has got. to be spent ild put
back ito the channels of our economy.

By far ite production atd contsumpt-iont of colisttter goods and
services is thte most. stable factor ill ou1 econtoiltie lift. Excessive
investment, in capital goods has preceded every major depression.
Itl the dtclille of business act ivity, during a depressioti, the investment
demand lractically disappears. The only thing that supports tie
economy during tltis phase is tonsutet' demand.

WVe all rtietnllber too ptintfully how our wheat. elevators were
bursting with grait and hlow the ecottollily still lttt the abutndant
ealacity to pt'oduce during tlt, del'cissiott, but. people did not have the
mottey to buy. ''ltey wanted tleso things, atd they needetld tilttm,
but they did not have , the money with which to pay for thea. Now,
today, plsonally, tle possible los of our foreign tratle disturbs me
abot as much ts any othtr danger which I foresee facing oti' economy.
And if we do have it diminution itt our foreign trade we villa either have
to impair our productivity htre anid curtail it, in this country, or
we havo got to work out newer devices by which, somehow or other,
we eai stimulate purchasing power in a larger number of our people.

At, a dinner, here, not so long ago, 1 heard Mr. Paul Hloffman one
evening say that the dilliculty in restoring thlo heavy industry of
Eutropo, western Europe, was the abslt, e of mass purchasing power
in that part of the world to sustain the revival of these heavy goods
itndustries, as it were. Ant that is what tistitguishes Atetica.
There are more folks over hter that can buy more, and that is what
makes it possible for us to lrvo this immense productivity titat we
have hero in this country.
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Senator lKmu. )o you know what part, of our national production
moves into the channels of export?

Senator PI'wi'nt. Well, I know it. Itas got down now to a smaller
amount, tian it was. It used to I said that it, was roughly about It)
percent.

Senator Ktuit. Is the figure of ahout, 255 billion dollars somewhere
near the accepted one as rel)rest'ntfing tihe value.of our amiitill protduce-
tion?

Senator PEPPinR. Something like fit; veS.
Senator Kntin. 'lhl figure of 13 Iillion dollar has bon used as

stating the amount of our exports. Our imports are itlout 7 billion
dollars; which means t hat. for that. amount of goods moving into this
colnt.ry there is that amount of American dollars being moved out and
into the lhuds of foreign purchatsers, leaving a differential of 6 billion
dollars, which is apparently about 29 percent, of our present, national
production. lit view of the fact that our pouII1t ion is ine-easiing at
this time at. about I % percent. it year, has not the amount of that differ-
ential in our exports above our imports become it matter of relatively
less significance than it, formerly occupied?

Senator Pnm'n. Yes; relatively less. But, Senator, we shall also
have to take into account that, we are in the wake of a war economy,
where we spent. hundreds of billions of dollars here in this country
through deficit financing. And it, niy be that, we have gr,, it up to n.
point now where, with the growing trend in our (overnient to dis-
tribute money among a larger number of people, we nmy be able to
keep it going at. a relatively high rate and pace without. very much
foreign trade. But I still think that our foreign trade, the net. favor-
able foreign trade balance, is important to our economy.

Senator Krmi. Oh, I thoroughly agree. And I am concerned about
its being maintained. But I believe ii aplpraising it. we should have
before us the actual factual data with reference to its proportionate
significance.

Senator lPFrPnn. It used to be said that it amounted to about 10
percent, and it used to be felt that it, was about, the difference between
prosperity and the lack of prosperity in this country.

Senator M.LLIKIN. I think that is a very useful thing, Senator.
We are apt to think that 2 or 3 percent of something against 100
percent is not important.. Most business swings Oi 2 or 3 percent.
ln tie last analysis, the difference between whether the sheriff gets you

or not comes down to I cent, because, if that I cent shifts over into the
red side, you are insolvent.

Senator PNprm. Yes.
Well, the heart of the Townsend plan is that., in caring for the aged,

the expenditures made from pensions will promote prosperity.
I will int*rpolato also, Mr. Chairman, that I do not believe we

would ever have gotten rid of those several million unemployed that
we had in the late thirties and reached his high Aevel of productivity
and employment and income that we have today if we had not pumped
those hundreds of millions of dollars, through the sad necessity of war,
out into the economy of this country. Now, people have differences
of opinion about it, but while we have got the debt on the one hand as
the price we have had to pay for it, we have reached a level of income
that I think we would never have approximated had we not had to
spend all that money. And back there in the days of the depression,
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when we were new in this field of experimentation, anti when we were
spending this money as a conscious stinulus to our economy, I was
one of those who had a feeling that we were not spending enough,
because we never did quite give it the full blood transfusion that, we
had to have to make it really virile. We just went along with a little
Wl'A assistance and some otler aid l)rograliis, which glive a pittalice.
And down in our country, in the South, they got $26 a month on the
WI'A.

Senator ltnu. thoughh to sustain life, ut not enough to restore
vigor.Senator P.:nrn. Thnt is rilht.

It. reminds me, if 1 may tell it, of a story about a young man who
went to New York and got a job at $25 a week. Bt having to live
as he did there in New York, it wits very expensive, and Ie was very
lonesonie and could not make any friends, or anything. So, he did!
not think he knew a Ieoson in New York except a radio preacher. lie
listened every Stu nday to this pretwher's radio address. Finally,
feeling that this kindly soul was about tlie only one he could turn to for
sym)athy, and, ln e, counsel, lie went to see him. And ie said,
')r. Jones, I just want to ask you. I have listened to you every
Sunday. lio you think that any young nan can live a1 good, clean,
Christlan life i New York on ju st $25 it week?" 'The doctor said to
hin, "Well, son, that is the only kind of life lie could live.'

So they could not live very well.
Senator MLhLiKIN. Senator, on this theme that you brought up a

niomnent ago, just as one viewpoint on the thiing, I *would say,, No. 1,
that I think we are going to have to reduce and then shut, down oil the
give-away to forei git countries. 1 think that. public opinion will re-
quire a shutting off over it reasonable period of time of the give-away,
which represents the surplus of our exports over our imports. Sonie
of those of us who believe that way believe that we have got to increase
our domestic l)roductivity and markets in an, amount equal to that
loss of exports.

Senator P',i-mi. No doubt about it.
Senator MILLIKIN. Or we will be getting into trouble. I do not

think there is any question about that. And those who feel that way
about it feel that we have not scratched the surface of what we can
do'in this country in the way of increasing our income and our pro-
ductivity by sound methods.

Senator PppERa. Senator, I thoroughly agree with you.
Senator MILhIKIN. 1 am not talking about bigger and faster and

more elicient printing presses. I am talking about productivity,
honest productivity.

Senator PEPPER. I understand that.
I just read in the paper yesterday wk&a.th. House of Representa-

tives has passed new legislation allowing larger quotas for the cotton
industry and the peanut industry. The able Senator from Georgia
will recall, and no doubt he has had the same experience that I have
had, that the people engaged in cotton and peanut production have
demanded or insisted upon a larger quota. We cut them down.
They are not anything like producing what they could produce, but
we have been requiring them to limit their production. Now, we are
paying in farm subsidies two or three billion dollars a year through
the United States Government. And, of course, are all for it, I think.

645
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But 1 believe, if we had any Such piircliasing power oil the part of the
people as this bill Would afford, you would not have to have any quot-t
of production, but, that people Could buy so much of the things thil.
the people in our country ran produce in'tli) way of clothing and food
and the like that you could save that 2 or 3 billion dollars, just, us
you would save the sonie 10 billion dollars that is bing paid out in
benefit payments and in charity to tile recipients of this nid in one
way or another over this country. And if it, were 3i billion dollars
a year, I feel you would save 10to 15 billion dollars a year of funds
that we are already employing, with the design of aiding the people
who would be the beneficiaries. And not only, as Dr. Townsend
whispered to me a moment. ago, would this bill insure the recipients a
stable income; it would insure the business of this country a stable
purchasing power, which is what. they need.

Senator MILLIKIN. That. serves to point up the dynamic aspect of
our economy anti the interrelationship of all its aspects. There is a
tendency for people to talk about consumers' goods and capital goods
as though they were operating in, separate compartments. If you
take a can of beans for consumption, there is also the can that had
to be made, and following the processes o production you ultimately
run into capital goods. So, all of these things are integrated; and, of
course, I think the doctor's plan provides the most dynamic of all
approaches.

Senator PEPPER. I want to emphasize another aspect, here, in just
a minute.

As I said, the heart of the Townsend plan is that, in caring for the
aged, the expenditures made from pensions will promote prosperity.
It will bring consumption in line with production. It wil reempha-
size distribution of our goods and services which in the past have not
kept pace with their production. Prosperity is dependent upon an
adequate and sustained purchasing power. Tihe current expenditure
of pensions will force more money into the channels of trade, so that
the products of our farms and factories will be absorbed by consumers,
thus helping to prevent. disastrous overproduction or uiderconsump-
tion.
* Pensions under the Townsend plan must be spent within 30 days
of their receipt. The economy will thereby receive a powerful boost
from the injection of billions ol dollars a year in these pensions. Tho
volume of business transactions would probably be multiplied three
or four times.I Now, we have already had experience with these programs, and
we see the good that they have actually done, the stabi izing force
that they have had.

The program will permit older workers to retire whenever they
desire and clear the path for the employment of our younger men,
thus removing the social and economic hazards of unemployed youth-
I should have said younger men and women,
I The proposed levy of 3 percent has the virtues of a broad base, a
relatively low rate, and large revenue producing. Many of the argu-
mente raised against this type of tax can be raised against many parts
of our present tax structure. It must be remembered that in a largo
number of cases the tax would apply but once, for example, on personal
services., What is more significant is khat the tax would be imposed
upon income that would have,remained unspent for consumer, pur-
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poses. When tho tax revenues are paid to the annuitants, tle money
which would otherwise remain unsl)ent would be turned into the
channels of industry, and plosperity woul(i be promoted.

'rhe t ax with resc&'t to gros, receipts of business would bet universal
and uniform. It would al'ply to all goods and services alike. Those
who have Inuuiv trtnsations would pay taxes cOmlnienslnate there-
with. 'Those 0'ho have but few transactions would pay corespoiol-
inglv less.

N1ow, Mr. Chairman, I would like to emphasize that at tile present
tinie we are levying a certain form of gross-in'onle tax. Let. this not.
be called a sales tax; it is a gross-income tax. The workers who are
paying I % percent. of their wages in social-security taxes at tie present
time are paying a gross-intome tax. The employers are paying 1percent, spe)01 their pay-rolls. \We al'eady have a gross tax of 3 pertenlt

upon all the pay rolls in this country that are covered by old-age and
survivors insurance. That is in existence, and I understand it is
about 65 percent; I believe this tax is about (15 percent of all tile pay
rolls of the country. The tax at present is applied to about 6 per-
cent of all the pay rolls of the country.

Many States have had successful and good exlperience with sales
taxes, many of which were adopted during periods of depression.
They have been steady revenue producers for the States, and they
are how established as part of our tax system. And so it, will he with
tile gross receipts and income tax under the Townsend plan. I never
have favored the sales taxes, but this is a gross-income tax.

It is almost impossible to prove the incidence of almost any tax,
but we do know that persons in the lowest income groups will receive
annuities at little or n6 direct cost.

Now, lot me pause hero to say: The doctor and the experts will
point out that personal income below $250 a month would be exempt.
Someone might say, "Well, that means people making less than $3,000
a year would not pay a gross-income tax." But they would not be
freed under this plan, because just as pay-roll taxes at the present
time are added to tie cost. of doing business, the producers have to
take that into account. And in a way they obviously have to pass it
on to tie public as an added cost of doing business. And so it is,
under our present social-security laws, that there will be an increase.
We are contemplating that by 1980, I think, the tax will get up to
about 6 percent, I believe it is, on the pay rolls. Obviously; manage-
ment has to pay this as an additional co st of doing business. So it
'is passed on to the public, that deals with that enterprise. And so
it would be here. The grocery store, for example, wou d have to pay
3 percent of the gross income of that. business to the governmentt every
month, as I understand the effect of the plan. But it would not have
to pay 3 percent oni every item. You do not have to get. your penmies
out of your pocket to pay a 3-percent sales tax. It is not that at all.
You simply add that niuch to the cost of doing business; and the
merchant hias to allow for it. All of them are on the same competitive
basis in the plan. Obviously, the merchant would have to pass this
on to those mho do business with him; and so theos people making
less than $3,000 a year would certainly not escape. Every time they
bought something,'in all probability, a part of the cost of'that article
would go to the maintenance of this plan.
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But it would not be such a large amount. They would only be pay-
ing a percentage of their purchases, which would not be such a heavy
tax upon them. And then those who are in the covered brackets
would not only pay the percentage of their gross income, the 3 percent
on their gross income, about $250 a month, but they also would pay
more by it being added into the cost of the articles that they pur-
chased.-

Senator KERR. The effect of the act, as I understand if, would be to
repeal in its entirety the present taxes being collected on wages.

Senator PEPPER. It would be a substitute. It is offered, and'i pro-
pose to offer it here, as a substitute for the pending bill. And to
answer Senator George, if you will just let me interpolate, there:

Senator, thinking about your inquiry a minute ago: As I recall, it
covers everybody now covered by H. R. 6000 except crippled children.
There is not made a separate provision for the children getting a spe-
cific amount, as they do now, under widows' and dependent children's
allowance, but the mother would get her share of this amount, just like
an older person. And experience might show that maybe there should
be a certain amount set apart for each child in addition to the mother;
but that would just be a question of determining how many children
there were. You would not go into ability, or anything like that, ex-
cept for the grants; and that is not the pension part of the social-se-
curity law, but it is just grants for crippled children. Just like we
make grants for public health; we could still keep on making those
grants. But this would take the place of old-age and survivors. in-
surance. It would take the place of old-age insurance. It would
take the place of aid to the blind. And it would take the place of aid
to dependent children.

The CHAIRMAN. And of aid to the totally and permanently disabled.
Senator PEPPER. And it would take the place of aid to the totally

and permanently disabled. And it it were deemed wise to add later
on certain other benefits, such as taking care of the temporarily ill,
that could be done; but the temporarily ill are not taken care of under
H. R. 6000.either.

I suggested this morning, Senators Millikin and Kerr, before your
arrival, that while I think that this is a better bill than H. R. 6000, if
ou are going to have H. R. 6000, you might well consider applying to
•R. 6000 the provisions of the Railroad Retirement Act, which make

unemployment compensation, obtainable when you are unemployed
because of illness, just as if you were unemployed for some economic
reason not associated with illness. That is, you know, the Crosser
amendment to the Railroad Retirement Act. And three States, I am
informed, allow a person unemployed because of illness to draw un-
employment compensation. So I would just pass that on for con-
side'ration.
. It id almost impossible to prove the incidence of almost any tax but
we do know that persons in the lowlast income groups win receive
annuities at little or no direct cost. Persons in the fairly low and
lower middle, income groups will receive annuities at relatively inex-
pensive costs, and persons in the high-income groups would contribute
heavily to the costs of all annuities. In my judgment, therefore it is
not proper to argue that the tax runs wholly counter to the basic
theory of taxation according to ability to pay. The tax is progressive.

Critics of the t~x concede that higher prices, which might approxi-
/ ! I •
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mate as much as 10 percent, represent a minor increase in comparison
with the tremendous inflation which has taken place since the end of
the war. The latter kind of inflation is very destructive, but the pro-
ceeds of the gross-receipts tax will be used for constructive purposes.

The minor price increase would be more than offset by increased
production resulting in lower costs, the benefits of which could be
passed on to the consumer.

Conclusion: If there is an appeal that could be made to the Congress
of the United States by a section of our population, it is an appeal from
the elder citizenry of 'our country. I (1o not need to dwell upon the
service they have rendered the United States or the patriotism Nith
which they have built the greatest democracy upon the face of the
earth, which is the bulwark for the protection of democracy in the
entire world.

What we all seek is to make human life rich and full and satisfying.
That neans we must administer to the many-sidedness of our aging
men and women. They must not only be honored, but recognized
for what they have been and what they are, and their experience and
knowledge and capacity for leadership must be used to the fullest
extent possible. Adoption of the Townsend bill by the Congress will
give them the physical necessities of life-food, shelter, clothes, care,
and the other comforts to which a lifetime of work entitles them.
Above all, it will give them dignity, independence, and responsibility.
Only when they nave these things shall we truly have honored our
mothers and fathers.

I add only this, Mr. Chairman. The present old-age and survivors
insurance provisions of the existing law, even coupled with old-age-as-
sistance provisions of the present law, do not provide at all for a great
many of our people who need help, and provide with gross inadequacy
for those that they assist. We face the problem of whether all the
older people of this country and all these other categories that we
enumerate are entitled to minimum assistance, or whether they are
not. If any are entitled to it, all of them ought to get it. And they
should get it in an amount that will be a decent minimum, taking
into account every thing we believe in and practice here in this country.

Now, then, if the coverage and the distribution should be universal,
then are we not going to have to resort to a universal method of
paying for it? Will we continuously be able to pay for our old-age
care for example, through pay-roll taxes and through grants out of the
Public Treasury? 'Those are the two sources that we are tapping at
the present time. Just the pay-roll tax and old-age and survivors
insurance; and the other is an outright grant out of the Federal
Treasury.

Now, Mr. Chairman and gentlemen, first, is it not a part of the
purpose of America to meet the problem and to meet it in the American
way? If we do that, second, will we not have to make coverage uni-
versal? Third, if we do that, will we not have to have the cost dis-
tributed universall upon the people, as it were? And fourth, is it
not desirable that te cost be distributed to everybody to make people
aware of the fact that they do have to make the contribution that they
can make for their own care?

I do not want to get into that subject here, but we who are the
advocates of it claim that one of the provisions of our national health
program is that it does not give anybody anything. Every beneficiary
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would pay I% percent of his income up to $400 a mont It. If he made
a hndredl dollars, he would py a dollar andl a half. If he made $100
it month, he would pay $6. Whereas, in England, eight-Ilintlhs of the
cost is borno out of the (nera l,'reasury, aind only one-Iinith is cOn-
triblutedl by the bneficiary. And we claim that the plans advocated
by soie of our colleatgues contemplate giving to the people, out of thi
Federal Treasuiry liealth (!ar( and cost to the ('extent that they calllot
pay for it.

Well, you know, if you are going to give them anything like what
they should have, it is going to cost, b millions out of the hiublie Treasury,
National and State. And if they do not realize that they are payigt
for it directly, they may demand more and more. But if you telt
them, as you do with social security, old-ago and survivors insurance,
and so oin, that, "If you want more, you have' to deduct more from
your pay-roll taxes," it becomes something that has to 1) taken into
account.
Tio way we do with railroad retirement, if we increase the bilefits,

you may have to pay inore, have a larger dedtlition from your pay
check every month; and then you associate the h)nclits you get with
the cost of it, that you have to pay a part of.
" And this thing everybody will pay. It will be a unirvesal payment.

flecause everybody that buys anything, and everyblody who makes
directly more than $250 a month, will lave to pay. So there is uni-
versal coverage and universal payment. But there is universal
benefit.

And so, Mr. Chairman, I respectfully offer our bill, S. 2181, as a
substantial sulbstitute, and a jpreferablo )one, to 1t. It. 60o0.

The CHAIRMAN. Thank you very much Senator.
Senator I'Plp, t. Thank you very much for your kind indulgence,

Mr. Chairman, I wonder if you wooid like to hear )r. Townsend now?
The CHAIRMAN. Dr. Townsend is on the list as the next witness,

following your statement.

STATEMENT OF DR. FRANCIS ., TOWNSEND, PRESIDENT, THE
TOWNSEND PLAN FOR NATIONAL INSURANCE, CLEVELAND,
OHIO

Dr. TOWNSEND. Shall I go aiead, Mr. Chairman?
The CII^IJMAN. Yes; Doctor. Y'ou may have a seat if you wish.
Dr. TOWNSEND. Thank you, Mr. Chairman.
I am going to make an intiusual request of the committee. I have

a prepared statement, but it'is so inadequate and so lacking in the
things that I want to present to you, that I am going to ask the privi-
lege of setting this aside and giving it to you to use later, so that I may
be able to talk to you in my own language.

I lave given many years of study to this social question. I believe
I can present to you reasons for immediate action to correct some of
the evils of our capitalistic system that perhaps not many have given
thought to. With your permission proceeding in that way, I shall
not take any more time perhaps, tian 1I would in reading my state-

ellant, and this will supplement it.
' I want to call to your attention the fact that the unrest and the

upheaval of society which is characteristic of our own country today
is not confined to America. It is all over the world. Every country
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under tile sun today is going through the throes of this trouble. And
I subinit to you tit there is just one reason for it all.

Whv, !oot'. 1it far away Siam and Indochina the people are
rcwlthig today. 'ihey have already revolted iii India from the
British rule. In Chinna there is chaos'all over the country. In every
civilized( country on the globe this trouble is proceeding. It is growing
ill volume. 'l'iere is it terrific unrest, all discoitteiIt with the situation
as it exists today.

What is tile causo of it? Wily, it can be stated ill one word:Exploitation.lThe people of the world are being exploited everywhere, and they

are ilt revolt. This isn't going to stop until some rational settlement
is adopted.

Let uts not. be forgetful, thinking that we are safe here in America.
I understand that. there is a coal strike ot it the present time in
America. i'lhere is a strong disclussiol of a strike ill the telephone
business. 'ihe strike that has just been settled ill tie, steel industry
is merely a truce. It isn't going to last ilny length of tine. And here
of late you have noticed t iat a demand for pensions is growing, fill
over th country, out' own country.
* What does it all mean? It means that, the peol)le are cognizant
of tile fact that no matter what they (1o, the working classes, they
never can get ahead enough to have security ill this land. And they
aren't going to 1)e satisfied. No comlpronise that. canl be proposed
is going to satisfy tie people. And right now, if we would avert the
growth of communism, the sentimetit for conmmunisum and socialism
n America, we will do sontetiling to quiet this unrest. Wo'will base
our remedy for it ott scientific principles, not on guesswork.

I alu amazed that we listen so ardently to the presentations of indi-
vidual cases. Wily, we are houling the tree before our eyes and can't
see the forest because of it. Everybody knows of these individual
cases of neglect among the old people, but it isn't they alone that are
occasioning the. discontent. It is tle conon working people every-
where who know that. they are beitlt exploited.
. And tile reason for it is just this: le employing groups int this
country have tile power to state what the compensation shall be for
labor and also tlte power to put the price upon what labor lis to sell.

Now, between these two forces, tile people are continually ground
down to a state where it is utterly impossible for a working person to
ever acquire enough property, if he sticks to the wage system, utterly
impossible for him to ever have security for himself. It is impossible.
He can't (10 it.

Wily, we take away from him in direct taxes pretty nearly hldf of
all that he earns. During tle war the cruelest tax that was ever
imposed ul )l the people was the withholding tax of 20 percent, one-
fifth of all tile laborer earned. Then oil top of tlat. we have tle
direct tax for maintaining social security, for unemployment colopell-
sation; and tite Governmtieit ittstituted a sales tax, one of tile cruelest
in the world, tiat tile common people have to pay.

Gentlemen, this just can't go ott. The Atnerican people are a
sovereign people. They aren't goittg to tolerate a governt t vetry
lonug that permits them to be exploited and abused.

.I love my country. I havo lived in it a long time. It is the best
counttry ott earth. I want to keel) it the best. 1 want to see it.
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improve. And I believe it will be improved. But I want to submit
to you that all the economic ills that the world has ever suffered from
originating in government. Don't forget that fact. They didn't
originate among the common people.

Now, government,, as I see it, should be in the lead of the people
all the time, showing them how to better their condition, showing a
keen interest in the welfare of all of the people, not the special groups.
This must be done and the way to (1o it, it seems to me, is simple
indeed. We must base the compensation of labor upon our national
ability to produce wealth. Business is the only source of wealth.
Through business we create all man-made wealth. Let us ascertain
as quickly as possible what the potential ability of this country is to
produce wealth. We have never known definiitely; for the reason
that in computing the income of the country we combine the gross
income of the laboring people, the wage and salary workers, with the
net income of the privileged classes, the employers. Well, it is alto-
gether a false conclusion that that is the gross income of the country.

If it is fair and just to tax the lowest income group on their gross
income, which we are doing constantly, is it unfair to state that those
who have the power to set the price upon what they sell shall also
pay upon their gross intake? There is nothing unjust about that.
And we will find, if we ever compute the gross income of this country,
in both of these classes, the laboring classes and the employing classes,
that the volume of business done, which is the measure oi the wealth
created, will be prodigiously more than anything we have ever (on-
ceived of. That is why we say if we take 3 percent of this gross
income monthly and divide'it equally among all of the incapacitated
people, elderly citizens or adult citizens of this country, this 3 per-
cent will produce enough money to maintain the highest standard
of living for 16 to 20 millions of these people.

In doing that, if we can do that, we will immediately insure the
welfare of all of the people, because eventually all of the people,
young and old, will come into this same class in time.

If we insure the welfare of all of the people, we also insure business.
And that is exactly what business wants today, everywhere: an insur-
ance of a progressive type, one that will not be subject to the grave
danger of depressions, one that will not be subject to the violent
criticism and anger of the people who are toiling and creating the
wealth of this country.

If we want to see eonimuniam gro* in this country, let us just- keep
,on depriving the people of, their just dues. The working class in this
,country have never been able to get their just dues. It is inherent in'
the system that they shall not. No, one hires a man to work for him
without expecting to make more out of him than lie pays him. Other-
wise there is no point in employing. Don't you see, that is nothing
more nor less than legalized robbery? ,Let's do away with it. We
don't have to do that. America can set an example to the rest of the
world that all the world will emulate, if we can bring about a situation
whereby we will eliminate poverty from, this land. Our capabilities
are such that we can do it.

We have already solved the problem of production, and today if we
wanted to utilize our full productive ability and run this country on a
three-shift basis we can produce more wealth than we can possibly use.
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Even in two shifts we can do it. What shall we do with the surplus?
What is going to happen in a very brief time if we do not readjust
things so that the goods can be sold'that we are capaIle of turning out?

Today our system is rapidly dividing the population into two main
groups,*the employed and the unemployables. Now, the one group
is diminishing in numbers, the unemployed group. With every labor-
saving device some person is shoved out of the employed class and
thrown over into the unemplovables. It is getting so'that an indi-
vidual who is beyond 45 years ot ago has a hard time getting a job. He
is not needed.

Look at our farms. Forty years ago or fifty years ago, two-thirds
of all our people lived on farms. Less than one-third are living there
nowy. The rest, have crowded into the cities and towns in the hope of
finding employment, which is occasioning terrific problems, social
problems, in every town and city and ham let in the land. What will
we do with these people?

Don't you see, gentlemen, that the time has arrived when the burden
of unemployment is going to be more than the Nation can bear?
Are we going to saddle our future gcneration.with the cost of taking
care of millions of people unemployable because of age, sickness, or
accident? That class of our people is growing inordinately, at the
expense of the entire population, while the employed group in propor-
tion to the population is diminishing in numbers.
. Senator KERR. Do you know the number gainfully employed in

this country today?
Dr. TOWNSEND. I couldn't state it offhand. I know it is'greater

than ever before, but, bless your soul, it should be much greater than
it is.

Serator KERR. Do you know the number of unemployed employ-
ables? .

Dr. TOWNSEND. Unemployables?
Senator KERR. No, the number of those who are employable who

are unemployed.
Dr. TOWNSEND. No, but we can classify them in this way: The

unemployables are the aged, the sick, the crippled, and the blind.
They did total, 4 years ago, something over 16,000,000 people.

Senator KERR. Well, now, is that the group which you say is
increasing?

Dr. TOWNSEND. That is the group that is increasing, yes.
Senator KERR. I did not umderstand that. I understood you to say

that unemployment was on the increase and the number of employed
was on the decrease.

Dr. TOWNSEND. The unemployable group, the aged, sick, crippled,
and blind, is growing in proportion to the population, while the em-
ployed group is growing less in proportion to the population.

Senator KERR. You say the number which you refer to is growing
.both numerically and on a percentage basis?

Dr. TOWNSEND. Yes, sir.
Senator KERR. Do you have the figures?
Dr. TOWNSEND. I have the figures on that.
Senator KERR. Would you supply them to us?
Dr. TOWNSEND. Yes.
,(The information to be supplied follows:)
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D~r. TOWNSFNn. Nowv, we believe thitt this trotibit' can bet settled
aintieabl andI in sutchiit manner that labor atnd the eotntnon people whlo
siro 11iiiployah1lt' will I'l ptrteth ly tit totted. But lirot We lutist know
definitely wht u nl i t) pro;tw is iii t his count ry, metastirt't inl
dollar.' We have' mweer known-, for t he situiple retwoti theitit net.
iitte t ret urn added to tile gr'oss iticonie, ret urn of labor is nt'VerI90l
to tell tilt story. Let us have a gross irncoine tax leviedtl tiintut ar,
lisiess. Certiiilv if the laboring nian(til can Py oil him gross un1COtne,

intbtstry, lbuslnets, 6an dot the same thing, hiventist lusim htas till t ho
advanltages. It 1111 the power to set tho0 price on what it. has41 to still.
Labor doe's tiot. It, has the power to Ray; what price the laboring tna
must pay for thet things that hie must have. Thht isn't going to lit'
toleratedI very long. And that ii what all of this itnrt'st in Auferica.
is about. That is the reasons for aill these strikes' inl the cotint ry.
This growing organization of t he laboring people is getting to bts a
terrific thing.

Organized labor-just recently what. a titrinoil it, has created by
demlanding penlsions. They onl6 did that. just. a few tuloiths Agto, bltt
they are very persAistent about it. And already they are fidinig that.
a fixed pension isn' t thet answer. The t'oa initiera hanve already dlis-
coveredl that. Thet $100 at month provitl tilt ogethter inadequate,. It.
wouldn't work. It never' will work; for the simple reason that, we wifl
hand this fixed petnsion to thes people with one hanid and take it. away'i
fromt then in inereasied prices withk thle ot her. 'lTe laborinig people)
have no recourse. They are not poing to lie) sat-ishied with this.

Already there is at sironF inclination on the part, of aill laboring
groups to; anmalyaniato politically. Th~sv are going to (d0 that., gentle-
men. And unless we have a tleflnite,cRear-t'iit, st'ient-ifle program to
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iprt'stit Io t htiill, ('loll ktiowvs who kinid of at ( overniut'nt Wet alt' going
to Ilave. lTey arve going ito tlpstit Ilhe ont' that1 wt' live nowl b1Wy 'ott',
just, ais slirt' as You live.

I (talkt't ii Ittitt of tilt- ititlort int lita&Ll4 of labor oiily 2 (elays aigo.
lf it lV5 ,lt 1 111 te 'areIlk 'xitt't wortis "it is jit idehl thalt (I I
Working pt'ijle, tit he tiploveti pt'opl, ai( t(lit, it'iptyhts arte
gonlig to liat e jiolit ii1Y. liit twt'ry t'oiigressitill tiist rict. that. is tiir
a un: tol bring t bentl togther'i."

Ti i thi-t t'ts te itlt'i tl. l'They Will ge't t ogtther. Now, do
we Want( etmo; inl (iov'trailivnt? D o We' wanlt ltt'.It'rit-lit't't petople to
Ovt'rt(oltit' 01an1 jPrtst'nt (lverinitt't ati SOt ip) sotlitIilig? 'I'i'htrt is
lio pkitltt'n for t hest' 1t'oph, to follow t hat Iitvkntow~ alit , other 111bait

t'nntnsnor sot'ii ksin. 'iiT'e worltd lills In't'rl t'MpT'iMIt'tt' anlyt lng
t'hte but toninlitil, mtwiaklisin, aind capitailismti %% liit alrt tilt'people
gtoiiig to (11tan fort a1 prt'tt'it'nt if t hey lliit. tti St' tll) it p ist litti teit'tn.
sort of gtwt'rnni~vt1 t For' I tavti's saikt, ltet Its stit t(lit' t'xantipit' ht'r
inl Aiaetita. Le t sti sayto tlit' rest of t ho %vorlti: Amierica, through t lin'
prtulit systvtInI, hs1' tiiseovr't thlet way of protducing lataldanlee Inl this
colilt rv.

[I beiite Wt couitd disaiil Rutssia imtnittiv inl itter trit it'inm of oti
forml of govt'rntuenvt if, in aitiit ion to pre'pairing~ for this 'oltd Warp aind
pt'ilIlp a iit itinig WIlt'ltt mer on,. t'xl peng bill ionst ait billions of
dollars for tI lilt, iairpwst' Nt' t'otl l I atst ral t, that inl adtiditin ito

fromt ouir hinti ultetri. We have (lte wtiit iti itWhitch t~o tio it.
All we lack is Ite list iit ig~ syst t'ni. 1 btmievt' (liltt IWte cold t distarn

tissiti iintnedit-t'I inllet tilt vit'isni. I btelievte till t he rest. of t heo worltd
wotild wilant to emaiato us" inalntolei.

WVe can tdo it.. Wel will tdo it. Bui I ftlatr tha~t We will go through
a claot iv pt'rioti before it ist tloe unless this prest'nt (CoVert nt11.
awakens to thIo facts antt tins soit'titn tt lavert. tIle disaster by rtn'og-
nivziug Ilte catts of aill o~f this utntest. We had better dlo it,, gelitletien.
We htatd beltter tdt it rapidly .

I thank vonli for votiri' mt rt'st.. I litave a it tpared statemnt, hekre
tht I will It'ave with It ol. llt tittsIN ate tlte) tiitg4 t hat I could not
VOt till present iii itpapt'r.

rT1 (2iAiIUStAN. YOU 11ay1 lilt) yt-uir Stt'~ntnt, Doettr, With the
repotrtter youtt prepairetd stteZment. 'lhamk yoti.

D~r. 'I'OtNSkN. fttitik yoil very intitlt.
('['ie l t't'attti statemni. of l6t. 'i'ownsu'nti is as follows:)

8TATrhtIN'r OFt IDt. PHiANC114 x. rowxtAFND, PURtIDYluNT, TItM lTOW5NN PLAN
FOit NATIONAL lNttt'ANRIF

14in1c this Is Illt st'onti thit' that I havte hiat th0 privitt'gt of teatitfyi before tis
tHallinigutsht'ti tatttit tee, I foit (]tite at. tiolut' with 'il ou ehtien. Vknowv that
\,oil havte laborted 11ag o1vr this tcotmplex problems ofadttiuate stwial sleurity, antd
that yoll ltavt itt', thi lring thlt past, wetlks, to ittany t ivtwgent pinlts of view.
t)Inriiig thet timei ahtoit(41 tat' t wait to 51)05k brielly xbott the 'Iowimlnd Plani for
Nattoia Iitttrance--whttt It, is, how It, wotuid oprAtt' lin praetit'o, Rodt why we of
thet 'Townsendit Orgaisiton believe it is thot answer to tim crucial pt'itsioti u)robleni
within whieh %t' art' faedt toiav.

lt tme begin, if I may, wilth a stimttary oft the Townsend piAti itswtif.
We propto thio cetdion of a Ft'ett'rat ratittial imsiranee prtivtatn which wouldi

gitarantet' tionthly i'aymtn ti to four chw*,sts (if ottr eciietis. 'I it'v% are:
1. Alt persot t6 yelarx of age or oltder whio itavte retired, tor' whaiteer reamO,

from gatnhftfiiloymt'nt.
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2. All persons who are totally blind, and are unable to earn their own living.
3. All persons who are totally and permanently disabled.
4. Widows with dependent children under the age of 18.
These monthly l)ension checks would be paid as a matter of right. There would

be no means test, pauper's oath, responsible relatives clause, or residence require-
ments. American citizenship would be the only qualification for those otherwise
eligible. We would ask, however, that each reclpelint spend his full month's check
before receiving his next one, because we view the Townsend plan not only as a
pension proposal, but also as a method of maintaining full purchasing power at a
constantly increasing level. We believe good pensions are good business, and that
a pension program worth Its salt must be an integral part of tile whole economic
picture.

We propose to finance these pensions by means of a tax levied against gros.
income, with business and industry assessea on total gross, and inlviduals taxed
on all earnings in excess of $250 a month, or $3,000 a year. Ve advocate this
exemption for individuals in ai effort to protect, as much as possible, basic
purchasing power of the lower income groups. lin this respect we differ radically
from proponents of the Social Security Act, who favor the principle of taxing the
first dollars earned, while exemnpting all income over and above an established
minimuinul.

We suggest, as a starting rate, a tax of 3 percent on gross income. lint we stress
the flexibility of tile program we reconimend, and we suggest thatMt any legislation
passed be mad3 flexible enough so that this rate could be incn'ased or decnased
as the situation warrants.

The revenue thus raised would be distributed, oil a pro rata basis, among all
those who have qualified for the pensions. There are in the neighborhood of
16,000,000 persons who might conceivably qualify by reason of old age, blindness,
or disability, but not all of thesa, of course, would apply for tile pensions. Many
would doubi'tless prefer to remain at their jobs, where they woulld continue to earn
more thai they could expect to receive as a pension. Based on the latest statistics
that we have been able to muster, we estimate that pensions un(ler tile prograin we
suggest would amount to approximately $150 a month.

That really is all there is to the Townsend plait: in fact, we are proud of the fact
that our entire program as expressed in legislative form is contained Ill a bill of
only 16 pages, whereas the complicated Social Security Act consullmes hundreds,
not oven taking into consideration the amendlments proposed in I1. It. 6000.

Recent developments have proved that our country is ready for a national
pension covering all the people. And I say that, if we are going to have a pension
system, let us have a good one. Let us iave one that offers genuine security to
our people. Our citizens are not satisfied with tile ridiculous amounts paid uider
the Social Security Act. They want a sumi large enough to enable them to live in
ordinary decency. They haven't it today. They would get it under tile
Townsend plan.

The arguments for a national retirement program-whether it be the Townsend
plai or some other system-are too well known by now to belabor the point.
We know that our population is growing older as the result of medical liscoveri:Js
and improved public health techniques. We know that our technological advance
are rapidly approaching the point where machine power threatens to displace.
manpower oil a truly astounding scale. A push-button economy is just around
the corner.

We are going to be faced in future years with a large population of elderly
persons who will be unwanted by indthstry because there wiiD be plenty of younger
men and women who will be able to do all the work there is to be done.

What are we going to do with these folks? Shall we treat them as the objects
of charity? Shall we dismiss them with a miserly hand-out-as, indeed, we are
already doing under the old-age-assistance sections of the Social Security Act?,
Or shall we retire them in dignity, with a pension that Is theirs as a matter of right?

I ask you, gentlemen, which course is better for huinw"m? As a shopkeeper or.
factory owner, which would you rather have in your community a colony of'
poverty-stricken old people unable to purchase the goods that you offer for sale?
Or a group of older people with sufficient purchasing power to help keep you Ina
business?

I repeat, gentlemen, that good pensions are good business. The 2,600.000 ol
people on old-ago assistance who receive ani average monthly grant of $46 repre-
sent an economic cancer on our society. They are unhappy and poverty-stricken-
and from a humane viewpoint we must hell) Oheni But they are also a drag on
the business life of our Nation. They are unable to speed money at the retail
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level. And as a result, business has lost 2,600,000 customers. ('all business
afford a loss like this? I do not think so.

Organized labor has shown that it means business. It, is going after its goal
of $100-a-month pensions because it, realizes that it can hope for nothing under the
present Social Security System. Private industry pensions are springing up on,
every side. The result is bound to end in titter chaos.

This committee has all opportunity to exhibit, statesmanship of the highest
caliber. It, can reject continuation of outmoded stop-gap relief measures such as
those contemplated In It. It. 6000. It can take the bull by the horns and offer
the American people something they are going to get sooner or later anyhow.
This committee can insist that Congress repeal the Social Security Act now-
before it. is too late.

It can insist that we establish In this country a real national insurance system,
based on the mutual principle of insurance, that will offer protection to everyone
and that will be paid for by everyone during his years of gainful employment.
It call, in short, pave the way for tile adoption of a system that will make our
people genuinely secure in the event they call no longer earn their living in business
or imlustry.

And now, Mr. Chairman, if I may, I should like to have our statistician, Mr.
John )oyle Elliott, offer you some data supporting the general argumnents I have
presente(l.

The CHAIRMAN. I. C. 'Townsend? Did you wish to make a
statement?

STATEMENT OF ROBERT C. TOWNSEND, TREASURER, THE
TOWNSEND PLAN FOR NATIONAL INSURANCE, CLEVELAND 5,
OHIO

Air. 'roWNSEND. Yes, Senator, if I may.
The CHAIRMAN. You may identify yourself, Mr. Townsend. You

are the treasurer of tile Townsend Plan for National Insurance?
Mr. ToWNSEND. Yes, Senator, the Townsend Plan for National

Insurance.
The CHAIRMAN. You may proceed, Mr. Townsend.
Mr. TOWNSEND. Gentlemen, Dr. Townsend has described for you

the nature of the program we advocate. He has explained how we
propose to insure citizens against loss of earnings in the event of old
age or disability. I should like to devote my testimony to a discussion
of why the organization I represent believes the Townsend plan is the
answer to America's pension muddle.

Specifically, I want to explain our reasons for believing that the
Social Security Act ought to be repealed immediately, that the
myriad of private pension schemes ought to be abolished, and that a
single all encompassing program such as the rownsend plan should
be substituted in their places.

Parenthetically, let me state that I see no need to argue the ease
for pensions as such. Fifteen or twenty years ago the idea of pensions
for all might have seemed frivolous, or even revolutionary, but not so
today. Organized labor's fight for security in old age, the existence
of some 13,000 private pension plans, the very existence of the social-
security program, and the fact that this committee is holding extensive
social-security hearings-all point to the widespread acceptance of
the pension principle. And I am confident that the members of this
committee share the general sentiment, for after all, Congressmen
enjoy what is pei-hiaps the most gefier,)us pension plan of them all.
I shall therefore confine my statement to the consideration of why we
believe the present srmial-security program and the many private
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p lans are the wrong approach to pensions, and why we think' the
1wnsemltl plan is a better way.
The Social Security Act., both as it now stands and in that monstrous

amendment known as H. R. 6000, surely stands as one of the most
fantastic documents in legislative history.

It is cruelly misnamed, for it offers no security at all. Today, a full
15 years after its passage, it do1s out an average "benefit" of $26 a
month.

Senator Ksn. You mean H. R. 6000 does?
Mr. TowNseND. The original bill, Senator; not II. It. 6000.
The CHAIRMAN. You mean the current law.
Mr. TOWNSFNu. The current law, the Social Security Act; yes, sir.
Senator KnRR. I understood that; but I dlo not so understand tie

statement to identify it.
Mr. TOWNSEND. The Social Security Act, both fis it now stands and

in that monstrous amendment known as H. R. 6000, surely stands as
one of the most fantastic documents in legislative history.

It is cruelly misnamed, for it 'offers no security at all. And I
refer, of course, to the Social Security Act, Senator, the original act.
Today, a full 15 years after its passage, it (toles out an average
"benefit" of $26 a mnth. Think of it-85 cents a day-28 cents a
meal with nothing left, over for rent or clothing This is what, mas-
querades in the guise of "security."

And this so-called Social Security Act is so illy conceived and so
unjustly written that 2,600,000 poverty-stricken old folks cannot
quality under the insurance section for a single penny. They must
rely on charity hand-outs under the old-age-assistance section. They
receive-about $45 a month-$1.50 a (lay on which to keep body and
soul together.

And they can't even get tlht until they have been forced to run the
gamut of every humiliating device that professional case workers can
dream up. Hitler and his Gestapo would have been proud of the
army of professional snoopers that today makes life miserable for this
unfortunate 2,600,000. I am not exaggerating, gentlemen. Nor am
I trying to appeal to your hearts. I am appealing to your fundamental
sense of justice and decency.

Imagine your mother as one of the 2,600,000 charity cases. It
could happen, you know. Before she could got a penny she would be
obliged to take a pauper's oath. A case worker would visit to make
sure she was not lying, by prying into her most intimate affairs.
In most States she would be compelled to agree to a lion by signing
her home over to the State. And even then she might not be eligible
because most States impose rigid residence requirements.

That is the way the British took care of their old people under the
regime of Queen Elizabeth. But at least they had the honesty to
label their legislation the "Poor Laws." We treat our people the
the same way and have the gall to call it "social security."

So much for present payments under the Social Security Act.
It doesn't make much difference whetAmer you starve to deati as a
matter of right on an average insurance benefit of $26 a month or
whether you struggle along as a client of charity on an average of
$45 a month. In neither case, it I understand the term correctly,
are you getting anything remotely approaching "social security."
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Propagandists for 1I. It. 6000 have assured you they have an answer
for these ills. We are glibly informed that under the proposed
amendment ol-age insuiranco benefits would be increased, on the
average, by 70 percelt.. It soiiids impressive; after all, 70 percent is a
whopping increase. But let's see. The average old-ago insurance
benefit is $26. Seventy l)ercent of $26 is $18.20. And $26 plus
$18.20 adds ill) to $44.20 that, the insured old people are going to get-
almost as much as the relief clients on old-age assistance are already
getting.

If the social-security protagonists weren't so dishonest they would
tell thet, 0oh people of this country what II. It. 6000 prolos s t( pay in
dollars and cents instead of trying to mislead them with lofty refer-
ences to "70 percellt, increases.

Let us tell the people the truth. H1. R. 6000 would do nothing for
the ol people but perpetuate tie cruel system we already ave. 'Tie
aged would still receive pittances instead of pensions. 11. It. 6000
woul do nothing to interfere with the medieval charity system which
flourishes under the present program. The pau)er's oath would
stay. So would the lien law. So would the case workers.

Even if the present program or II. It. 6000 could include all the
people on an inspired basis--which cannot be done-tlh scheme would
still fall far short of the Amieilan principle of e(iuality for all.

The United States Public health Service offers its facilities to all
citizens-rich and poor alike. Our public schools do not inquire into
the economic status of parents before accepting children for instruc-
tion. The highways are for all to use. Police and fire protection is
given in equa measure to the rich and the poor.

But not, so with our pension system.
The social-security program is geared to pay the highest insurance

benefits to tile hifhest waie earners and the lowest benefits to time
poorest earners. thus we ave, in effect, an instrument to nmke the
rich richer and the poor poorer. Those who need the least help in
their old age will get the most. Those who lned time most help will
get the least.

Even the apologists for the Social Security Administration cannot
claim that 1-. R. 6000 will correct this. It will make it. worse because
it proposes to inierease the taxable wage base from $3,000 to $3,600
a year, thus giving those who earn more than $3,000 a year an oppor-
tunity to accumulate additional wage credits, and hence a larger
ultimate benefit. What hap pened to tie great, mass of people who
earn less than $3,000 wI i,, H. It. 6000 was concocted? They got
lost in tile shuffle.

If we're going to have a pension system in America-and we are-
let's have one that is equitabe. A program that, favors the well-to-do
and penalizes the poor isn't tIme kind of thing the American people
want. And it certainly isn't "social security."

Perhaps the most telling fault of the present system is its utter lack
of flexibility. We are saddled ,vith a static instrument in an era of
dynamic changes. The Social Security Act was conceived in a year
Of expression , it was born of a depression philosophy andi it. was
geared to the depression concept of the value of a dollar. That is
why it has proved a complete failure today. And that is why Ht. R.
6000, if it is permitted to pass, will prove a ridiculous compromise
5 or 10 or 15 years hence.

60I05----pt. 2-33
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The trouble, I think, is that we have an unfortunate tendency to
regard pensions as a special problem outside the pale of ordinary
economic activity, instead of as an integral part of the whole economy.

Let me illustrate:
Congress would not dream of passing a law today setting the price

of steel---or any other commodity-in 1960 or 1965. When Congress
enacts minimum-wage legislation, it expects the standards set to
apply to the immediate present; it does not presume to say what a
laborer shall receive 10 years from now. Income-tax laws are con-
sidered on an "as we go" basis; no one would seriously advocate that
the Eighty-first Congress establish the tax rate for 1970.

But we cheerfully vote ourselves pension plans which involve scales
of benefits to be paid in the far future.

This doesn't make sense. It doesn't make sense for at least two
important reasons-

Senator MILLIKIN. May I add that you are also setting up obliga-
tions for the future, under the same unrealistic procedure.

Mr. TOWNSEND. Indeed we tre, sir; monetary obligations, for
which we are making no provision today. In other words, we are
laying aside no money to back up these promises that we are making
for the future.

Senator MILLIKIN. The promises cannot be evaluated in terms of
real purchasing power of the dollar.

Mr. TOWNSEND. No, sir.
The two reasons are:
1. Nobody in this world knows what a dollar will be worth in 1960

or 1965. A $100 a month pension might sound fine today. It might
prove to be completely inadequate 10 or 15 years from now.

2. The prediction of economic developments is far from a science.
For example, any consideration of future pension policy might reason-
ably call for reliable population estimates since we would need to
know how many elderly people would qualify in the years to come.
But the population experts have been proved wrong time and time
again.

According to Dr. Joseph S. Davis of the Food Research Institute,
the leading authorities only 10 years ago were predicting the popula-
tion would not reach 160,000,000 until 1970 or later. But today the
experts say that figure will actually be reached by 1955 and perhaps
earlier. Any static pension program based on the earlier estimates
would obviously be in serious trouble today.

If we are going to have genuine social security the pensions paid
must begeared to the cost of living-to the present cost of living, not.
the imagined cost a decade from now. It can't be (lone under t he
Social Security Act, with its future promises to pay, with its involved
trust fund, and with its rigid scale of future benefits.

What is needed is a pay-as-you-go system with current pensions paid
out of current revenue.

I believe that the people of this country understand these facts.
That is why a social and economic rAvolt is brewing right now. How
else can we explain the fact that there are already more than 13,000
private pension schemes in operation? How can we explain organized
labor's iesistent demand for $10Q a month pensions? Why do so
many State pension organizations--=especially those on the west coast--
promote State programs that are submitted to the voters at nearly
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every election? Why, as a matter of fact, did Congressmen find it
expedient to vote themselves pensions?

The answer isn't hard to find. Moretthan 13,000 companies have
set up their own programs because they recognized that the Social
Security Act has )roved a failure. The muen and women of organized
labor are agitating for $100 a month because they have become dis-
gusted' with the $26 average paid under social security. And you
Congressmen voted yourselves a special pension plan because social
security wasn't good enough for you. Well,.it isn't good enough for
the common people, either.

Social security began as an economic and a social issue. Within the
past 6 or 8 months it has suddenly become a political issue as well-
perhaps the No. I political issue of the times. It is going to be a
very important political issue in 1950.

To members of this committee are in an excellent position, to see
Just how political social security has become. Among witnesses who
have previously appeared during this hearing have been representa-
tives of V~arious State welfare boards. They have asked you for more
power, more Federal money, more bureaucracy. They want to per-
petuate the present system and make it bigger and bigger than ever.

Political lines are being dawn in the labor union demand for pen-
sions. The Congress of Industrial Organizations, with its industrial
union setup, might be able to win $100 a month pensions for many
of its members. But what about the American Federation of Labor,
with its craft-union type of organization? It is hardly in a position
to duplicate the CIO's accomplishments. Yet, as a distinguished
member of this committee has observed, if steelworkers and miners
are to receive $100 a month pensions, why not molders or waiters?
Why not, indeed?

Yes, gentlemen, Ave are faced today with an issue that is not only
social and economic, but highly political as well. And with that
thought in mind, I would like to close my testimony by offering
,three recommendations:

1. Let Congress and its committees undertake a study to decide
what proportion of the wealth we create should be allocated to the
elderly retired citizens of this Nation.

2. Let Congress enact a pension program that would be financed
with a tax on the wealth produced, and paid immediately to those.
who are retired. We, of course, suggest a gross income tax as the most
effective levy for this purpose.

3. Let the Government assume the role of a tax-collecting and pen-
sion-distributing agent; and let, it abandon its present role as a guar-
antor of a specific sum to be paid each month as a pension.

Thank you, gentlemen.
The CHAIRMAN. Any questions?
Mr. TOWNSEND. Mr. Chairman, if I may, I shall request your in-

dulgence to permit Mr. John Doyle Elliott, who is a statistician for
the Townsend organization, to appear before you at this time.

The CHAIRMAN. Come around, please, Mr. Elliott. We shall be,
glad to hear from you this mormng. Will you identify yourself for-
the record?
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STATEMENT OF JOHN DOYLE ELLIOTT, STATISTICIAN, THE
TOWNSEND LEGISLATIVE BUREAU, WASHINGTON, D. C.

Mr. ELLIOTT. I am John Doyle Elliott, statistician for the Townsend
Legislative Bureau.

[he CHAIRMAN. Where is that bureau located?
Mr. ELLIOTT. It is located at 305 Pennsylvania Avenue SE., Wash-

ington, D. C.
The CHAIRMAN. And how is it supported, Mr. Elliott?
Mr. ELLIOTT. It is a part of the Townsend National Recovery Plan,

the Townsend Plan for National Insurance, Inc.
The CHAIRMAN. It is a part of the regular organization?
Mr. ELLIOTT. That is right, sir.
The CHAIRMAN. You are t full-time employee?
Mr. ELLIOTT. That is right.
The CHAIRMAN. Have you a staff?
Mr. ELLIOTT. Yes, sir. We are a staff a legislative staff.
The CHAIRMAN. I mean besides yourself.
Mr. ELLIOTT. I am a part of the staff.
The CHAIRMAN. How many people are in that staff?
Mr. ELLIOTT. Well, that varies. The director of that staff is

Mrs. Ford who is present, Mrs. J. A. Ford, and her clerical aide and
various officers of the organization, two of whom have appeared here
this morning, work here with the staff from time to time as occasion
arises. The size of the staff will vary as needs and circumstances
dictate. Mrs. Ford and I are here all the time, in the last couple of
years, with clerical help.

The CHAIRMAN. Yes, sir. You may proceed with your statement.
Mr. ELLIOTT. Mr. Chairman, this statistical analysis of how the

Townsend plan, embodied in S. 2181, would have operated during the
months of 1948 ard 1949, is contained, item by item, in table No. 1
accompanying this statement.

At the very outset it is to be pointed out that these figures are
directly based upon specific reports of the following official, authentic
agencies:

1. Reports of the Federal Reserve Board as presented monthly in
thb Federal Reserve Bulletin.

2. Reports of the Department of Commerce as presented monthly
in the Survey of Current Business.

3. Reports of the Bureau of the Census as presented in current
population reports.

4. Reports of the Social Security Administration, regularly and
apecilly issued, dealing with the operation and development of the

Social Security Act.
The references herein made to these various sources are specifically

designated and their application in the case of S. .2181 definitely setforth. •

This analysis is also designed to present the maximum-I repeat:
maxixnuzu-restimates of this program in terms of dollar volume
involved by it in the operation of our national economy.

Table 1 contained each and every element, derived from the above
sources, that make up this analysis. We have prepared this tabula-
tion for the purposes of ready reference and to make possible as great

fit
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a devotion of our time here as possible to discussion rather tian being
involved in endless reading of figures.

Chart No. I is likewise for these purposes and to provide an immedi-
ately available visual picture of the statistical magnitude and pro-
portions involved in this program .

Appendix A entitled "Elements of the Analysis of the 3 percent
Gross Income Tax Proposed to Finance S. 2181," describes the various
factors and their sources and derivation and application, so far as
the financial side of the analysis goes.

Appendix B entitled "Number of Beneficiaiies Under the Townsend
Plan, bodied in S. 2181 " likewise gives the break-down of the
classes of beneficiaries the bill is designed to cover, their total and
specifies the sources from which they are derived.

At the Putset let me point out that in 1948 and 1949 the total
business turn-over in the United States ran at an average of about
$110,000,000,000 a month.
• Along with this, it is to be noted that averaging the personal income

of the United States among the persons over the ago of 14 years, for
1948, the figure is a little better than $1,926. I refer there to the
Survey of Current Business, Department of Commerce, National
Income number, July 1949, page 10, table 3 gives the total of personal
incomes as $211,900,000,000. Census Bureau reports show we had
nearly 110,000,000 persons over the age of 14 years.

This figure of $1,926 is the average amount of money, in terms of
the living standard norm, that we spent on the average adult citizen
of the United States in 1948. It is the standard aimed at in this
program.

It is in the light of these specific statistical factors, as applied in the
table and the chart, that we wish to discuss the following particular
matters:

First, we wish to call attention to the absolute pay as you go
character of this program. There are no if's or but's about this
matter. This program is absolutely based upon and embodies the
pay as you go principle.

Sena tor MILLIKIN. Mr. Elliott, is that not another way of saying
that you take in dollars of a current value and pay out dollars of the
same buying power?

Mr. ELLIoPrr. That is right.
Senator MILLIKIN. That does not involve you in this business of

promising future dollars both on the collection and the paying side,
the value of which you cannot possibly estimate?

Mr. ELLIoTr. Exactly, sir. That is specifically the objective, pure,
simple, and absolute.

There are no reserve funds of any kind whatsoever. There is no
question of future interest-not one red penny of it-involved.

hore is no deficit, spending on any count whatsoever. Furthermore,
it is to take the place of the interest-bearing program we now have.

Secondly, we wish to discuss with you the matter of cost as applied
to this program as distinguished from other kinds of governmental
activities financed by taxes.

Once set up-and an examination of the table and the chart will
make this perfectly clear-with this program operating on a monthly
turn-over basis, there would not be any money taken out of the
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national economy by the 3-percent gross income tax that would not
be counterbalanced by a corresponding amount of money being, at
the same time, put into the national economy in the form of the
annuity incomes to the beneficiaries.

This program would not be taking money out of our general econ-
omy. Further on the matter of cost, we point out that in a program
like this one, we would not be using manpower and materials that
otherwise would be available to our economy as is the case with most
of the activities of Government and which most taxes are paid to
finance.

The truth is-and we think it is a plain and obvious truth today-
this program would amount to exactly this:

A stabilized distribution of income among the population to that
extent necessary to provide completely adequate old age, .disability
and family-aid insurance for all citizens of the United States.

This process, we submit, would not burden our economy. It would
not take any money out of it at all, actually. It would simply finance
a most grievous problem out of existence.

This program-we might say-would cost money only in the sense
that prosperity costs money-not in the sense that'battleships, B-36's
and bureaucracies, cost money.. You see, gentlemen, in these respects we differ utterly from the
philosophy upon which the present Social Security Act is founded.

This is a fundamental matter that we wish to discuss with you
here today and at any and all times hereafter that may be possible.
On this count we sincerely invite questions.

In the third place, we have long noted that many people here on
Capitol Hill seem to fear that if we go ahead and put all of this extra
money into circulation, we shall bring about inflation in our national
economy. This is a very important question and, frankly, we would
not want to bring about any inflation, or for that matter any deflation,
in the national economy.

We note that our national leadership sw.--,s from cold sweat over
the fear of inflation at one time of the year into another round of
cold sweat over fear of deflation at the other side of the cycle. Always
there seems to be an impending fear of the one or the other.

What'we believe, after some 15 years of continuous study of the
subject, is that in this program we have a stabilizing-an effective
buttress, against this contant'-fear of inflation-deflation-depression
that pervades our national life.

Just turn to table 1 and chart 1 with me. Note how the high month
of December 1648 was an historically high-volume business month.

Parenthetically, on the chart attached here, on the last two sheets
of this testimony, in December of 1948 the total business turn-over
as here identified and specified and defined, totaled over $134,000,-
000,000.

Then note this-the money which this program would have col-
lected from that titanic business volume in the month of December
1948 would have been distributed underr this bill in February or
March of 1949.

That picture is drawn on the chart, on the last page of this statement.
Senator KERR. Which chart do you refer to, may I ask?
Mr. ELLIOr. The chart is on the last page. This is the table

[indicating], and this is the chart.
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Senator KERR. Appendix A?
Mr. ELLIOTT. That is right, sir. Appendix A immediately follows

this statement, here, and is headed as such: "Elements of the analysis
of the 3 percent gross income tax proposed to finance bill S. 2181."
And appendix B deals with the estimates of the number of bene-
ficiaries that would be involved.

Table 1, here, contains, in the figures on it, both the figures for the
beneficiaries and the financial figures involved. The chart embodies
the transferral of those figures to a visual basis from October 1948
through November 1949, 14 actual operating months.

Now, gentlemen, can anyone seriously fail to comprehend, now,
how that extra lift to buying power in the spring of 1949-when the
first fear of deflation flooded the headlines-would have contributed
to preventing the failure of 1949 to measure up to 1948 in its mag-
nitude.

Senator IMILLIKIN. On what page are you reading?
Mr. ELLITIT. The first paragraph at the top of page 4. I will

read that over for you, sir, in view of the chart there, and those figures.
Gentlemen, can anybody seriously fail to comprehend, now, how

that extra lift to buying power in the spring of 1949-when the first
fear of deflation flooded the headlines-would have contributed to
prbvcnting the failure of 1949 to measure up to 1948 in its magnitude.

There is no sense, seriously, in anyone talking about putting more
billions of dollars suddenly into circulation through this program.
In the first place, it would involve about $3,000,000,000 a month to
be turned over through the program. Anybody should easily'realize
that most of this money would be not additional, but shifted from
all other classes of our people and business to the incomes-and ex-
penditures-of the very classes of our population who do not have
effective buying power.

This "shifted" money would be in no true sense a loss to the ro-
ducers any more than if they put the money in the bank for their
own later use-because they would thus be earning like protection
and security later on for themselves.

However, these people to whose income it would be shifted would
spend the money for the social goods and services-the items of pro-
duction that really provide employment and prosperity for our
people and our Nation.

Whatever part of the monthly collections-and distributions-
under this bill, which might actually be extra money being put into
circulation, would be money that needed to be put into circulation-
yes, in order to prevent the results and the fears that we experienced
in 1949.

This program is a stabilizing program. It's not inflationary. Not
in any sense of the word. Incidentally, we don't find many people,
today, who do not realize that the present Social Security Act is
deflationary.

The present Social Security Act is deflationary for the very
simple reason that it sets up and maintains subnormal living standards
among its beneficiaries. Tie proposed amendments to the present
system do not remedy this fatal defect-not one bit.

Incidentally, if the present program could be altered so that it would
meet living standards that would remedy this defect-well, at that
time, it would be found that it had become the Townsend plan.

665



coo WICIAlt $EVVIOTY REVI'AlON

Olit, illon, word regariling 116,; imitter of titillation. Atiodlili, lar
1110110N, factor, ill tilt) lippilimillin t illy $3,000,000,000 (11111, wolild
hlmiv l ovor monthly, liv tlli'l prograill, wollid ho ill plot-it of 111111itly
lim hitting colloOmf by tilt, presillit, sy'l(vill illid rellited 11mg1-11111-l.

wilell tilt"Ro vollsideratioll.; 11tv tillwil ilito lit-voillit" it-Alould bit ,tlf-

tivitivilth, plain thilt, 06:4 prognim lloi%4 It()( itivolve jilkiling it grelit
tival Illoi-o Illolley illto vircillatioll.

Witat it. rvallv' involvew--mid this is tilt, gist. of illo wiloll, 11111clor,
Ow pilifilig of it volvillated 11111milli. (if mollivy illio tilt,

1111[10111illt (if viloplo wim will virilulato it, for tilt, mk-post's it( fillilliving
fulldillili'litaliv div social goods lilld servivil',; of Iiit-Allt, type it( goods
und servivi's oll tilo salo of wilit'll slistililled ('11111loplik-lit will shrill.
lized fillillit o our lint-ional k1collolliv d Nilvild.

Nit-, Clillit-1114111, wo 1111vo played iii tilt, 11111,lds of voill, voillillit-tvo.
illitler gopfirlito covel" it Rptlillill ilp Oil, villike
of kill Ow idelitifin )Ill vlasst"4 of progralli, lind ell'ort" I by wiliell
tilt% Amerivan poo i o SPA t1to gemiral objective of secitrih ,

'I'likit. mutlysiq slit ws t1tat flirougli all efforts -- Imb w 11ild private.
Poll )411111 it N'jwjlj. livo twing spillit
ill Uliq fivid, t1lat 1111101111ts to
fallout ollo-111111 of w1litt it pivK1.11111 providilig
fully adocillato illcollip lovills, mile I its tilt, program Involved ill S. 2181,
woilild ilivolve.

Attoution is called to tlitilt, msembly of facts, lit, tilis polite., fill. Ow
elpocific purpostis of siliffing tilt, burdelk of proof to illost, Wito filil to
comproliond diat. suelt it progi-111111 1114 11164 dolls 110t. 440161 CO-At ill (110
atinso titat, most gmvernmoutal liefivit-4\4 (lit--- wilo fivil to comprolit'lld

that sueli a program vittails cost. ouly ill t1to sonsit flint pmspilrity
costa molloy.

If sucli it program would hii vi-onomicidly "ruinotm"-Olell lilt. illem
allow tile ruinous resuhs of this twpolid'Itill.4% of $15,01,10,000.000 of
cittabliOlmi wxperiRm.

If sueli a progrimn would 1w "entastiopliivally influtioliary"--dwil
lot divni show foom this$16,0(fi),000,000
a yoF tlint, it; being taken from tho incomes of Oto Anivrivivit pitople
for, mprinelpiti, rvintAxi purpos(m.

Golluenwill that. is the ap"illo statement and tile background.
(Mr. Elliott aubmitled tilt, following mahrial as an appetitlix to

his statorilenw)
APPNINDIx. A- ELUMCNTS like rut. ANALYSIS 01"1111" 3 I'NItt'FN'V 0140.4ti

INcomv. TAX PROP04M) TO FINANCE 11114, 8, 2181

A. The grals lax m8r.
Orom hwoute-as delliml lit l1w8o billl -111valie tile grom rilvilipts of all pervilli-4

Aild vigillmllit's lit tilt, 11111tvit tilati-s-11tv lotat humimiris wrii-over. 'I'll%, l1witl
figure, for compt.ting this total is rollOrtild 111011thh' 11% tilt' Fillit1rhi Itt'AllrVil 11111-
Win under tile heading "Ilank deliltvi aml dillio;lt. titni-ovor" timber tilt, emb-
h-adilig "DOWItA tit total dellosit goeollilts. oxcolit Intorlwik ae(,omtA"- mid midtr
hv 111tod Statoq liltillpy, outstailding U10 lit eircillatioll. by skills."

Ite miller reprootint.4 whtA nim, I lit i ormpil tilt% I tit al tit I itird I tile; dol I it by ill eft"'.4
of tio-citiled clievkhook aml fottqinln.pm% immov. The latt" "I"es tilt, ailloullt
of lit virolliat toil, willeh, 11111111piled by I'lle (ador of 1-mo., rill, re '40)118 0111
A-11oillit of biwilloss dolle A11111IR11%. exclitiolvoty by Illeallti of vivil. lit a Illolithh,

rmk 4 lit t1lo mso (if Oils tAonthly, pRy.aswe Ro itymom. this fautor i;f

ties per ammm livitomos kv-twill(Opper iiiotith,

Tilt) simi (it tltvmt% two amomits repromlits illo lotat of lit tillivitt dolle.



It. Pt da, tliiib.

to Git l~l.iit-Ott, 1,14 ligie I 1(110 F' r b Iil'v'iltlIt lm l Ibilit IIi li ~i i d (hb~ ivvti8

lltlIa t r ~io itIi l i % b f '''blit, (vl~n l bb'rv ib Iillb it i il fivtlit-wi lii1111. isi
Il i t k 1 ' . i I I \i b I i ' vi i il i g t i l t b r t h eb r l l i ttu i l i i I b b l ib i i v i v i b i s t . l i i t

covur'l.I mi -4l paid Itit (bim eilm tiib i t 4wb i tibbl. t 'e r v lib lii t a m lii ll tik.v formilb
lIl jI I\\IbjI III ItitbIlI'I I bv:oI (Iivii i t wor I b i t utr tv it- I i titbb . \ tii kItA Y-IIIIItI.rIIIIIIIIIg

1vII q~llil.lvIYti' fobliM 1 'lit-~u j~-'rabIl ' il . tif lbl' ib-litib if llbblllbl it illb i l tid

1it- bi pr Ilr jib' tto lb ' ItojbbbI lib- Iti f 11' I tit Iu I btl i i~ bfIlb Iiill till
Ai4bi' t ltei ib liilib b'b I l1!Ibt k il . oibi tib l i bt'lImeb N1111 ltlbiib.A fo llit

abti- i lew ibe tit ti l hs I bi ' ibi'bbb -mbor fo l it, ib 1il I bjb %,,I j ib l ji'~ ilb t 11ihlibb.'
llw~l I li l~,t jIb M bb I b,)114 l bbIbtils%%b bib Th will b bIbt tevilbils flit% i bltb b' t ibbbb-11

IbI'11 iblti bIb Itr epl o e bb i t)bbblil hi miiil
l'lttblbi , Ill tbt 1b rtilk tiilbt bb o i ild i llsb o. h lbitil abtlili' ti pobbilbti l iil vo lII).

,Ip toS27 li b illilbblbb Itif u' g0iilbll h ll(lit a bv toa lbbb'ii ibl's 111irIl.t ubo 1111bi

T ble 1, ofru ti i rrbi plobbbb l l iti li ll' ts jllbb -va it ofi I he I. Svrivq P811 60.lIIlib
litbl II ive) I- l ii' , )jidow bit~ b the p tli ltbi'roflt,'' Sllrlu'v St'ibr ifor iI S iltl' it,

Wini if ti lbt lb tii-iti'ru' bifs fllibt, poili o sbll Ilil ba illl I ii bil l~lit ii lbbbbis $1ill
$ 311. $5114 iil l b Wlimlllbbi ii t titb this tble 10yr ds ti llili Iili j lt htii of

leitblittlIM I he$ .111 , a oribjlt itibibri 1 118 N j ib ttibl t b tlr .brlibibi Wlilit.it~i

I III' IlIS~i I tl Itit~ Iti'lii 1K.ib4 Ib,11 i l bl uit fl tjkl.it' Ib ki liitte it h I b lit't tt

I lt'rb viobli ii sjiuit'if ltlt ' 1 il t1i bt tllibut ti b'lbllbbgev' Survey b it t l litimt 'j'lils

lit 111 3 bblilv at viviIrt'l esilib o tI tii lls ilvit ll iti whil8Is iIttlmoll I ld iI irs ti ll ltI o

It -lb Am b lit'o Isbti t% w itt know it tittl iv tblt the1 wtajrtibt( Imbil3 sillklti wits bit tit

'ibb ri'Shlt 11\ lbsitbillt tso rlibe li, Iblilt , l lll op o it tt'telm tbiliit lt part tit

T olliI Iblitiv il.wu it ho ilt iibi~b' it thl oiiilithertwll tendy ti tilt iutbb'rlb

ttbil ul ( if ivi ti lt' iti r' hbl 1 btilti fl riit l t ltir 11.4 trlx i iyteiiii vli'bi vr (it

te i ofbbltb t'itl11st l litin tilt'N it tutu titt ll-A gI ti11111li, o k t ip l Im 1 (m to ol

from th luitoitl irl-vu totli of titIi'tig register olibt tormI t'it doltar follo.~gl~a

iTmirvlvort tiblt litt'Iil sitttltblilail dvaittiiil--------lilt----------$2. fiMThist

SOCIAL SECIIIH11 I(EVISION



668 SOCIAL SECURITY REVISION

The total of these two items is $85,000,000 a year or about. $7,000,000 a month.
This figure of $7,000,000 a month is adopted for the purposes of this analysis.

NOTH.-Seo Federal Security Agency s report, dated April 27, 1049, "Source of
funds expended for public assistance administrative costs calendar year ended
December 31, 1948", table 1, and see the chart entitled "0 A S I Administrative
Expenses as a Percent of Contributions Collectea" included in testimony this
year by Arthur J. Altmeyer, Social Security Commissioner.

APPENDIX B-NUMBFH OF BENEFICIARIES UNDISEI 'rile TOWNStEND PLAN,
EMBODIED IN S. 2181

S. 2181 provides coverage for the following citizens of the United States:
1. All citizens 60 years of age and over electing to retire front gainful

occupation I .------------------------------------- - 14, 500, 000
2. All citizens between ages 18 and 60 incapacitated for employment

from any cause for periods greater than 6 months I ----------- 2, 400, 000
3. All citizens who are widows with the care and support of I or

more children under the age of 18' ------------------------ 1,600, 000

Total ------------------------------------------------ 18, 500, 000
I Analysis of Current Population Report, Bureau of the Census, series P-25. No. 18, dated Feb. 14.1949.

table I,entitled "Foreeasts of tho Population of the United States * .,,; Sefeles 1'-10, No.5. ,iated
Apr. 7,1942, showing percentage of citizens in the population as of the I90 census; seris P-60, No. i, dated
1950 table I, showing breek.down of the population by Inceme classes, by ago.

I gee United States News and World Report, Lssuo of Apr. IS, 1949, text of Interview with Arthur J.
Altmeycr, Commissioner of Social Security Administration. da..... .. . .

8 Analysts of Current Population Report, Bureau of the Census, series P- 0. No. 24, dated San. 27
1980, table 7, entitled "Characteristics of Families by Type S a," under subheads familiess with
female heads" and "Number of own children under IS."



TABLE 1.-Statistical analysis of the Townsend plan (by months) of 1948 and 1949 as defined in bills S. 2181 and H. R. 2155 of the 81st Cong.

[All figures in billions of dollars except 0 and H]

MONTHS OF 1948

Elements of analysis

A. Gross tax hase:
Debits de"Ist accounts-.
Fi _Iwl. currency in circu

tion (average monthly turn-
over) ...........................

Total .........................

B. Deductions:
Taes ............................
Exemptions .....................
Shrinkages ................

Total .........................

C. Net tax base: (A minus B) ............
D. Gross tax yield: (3 percent of C) .....
E. Administrative cost ...................
F. Amount for distribution: (D minus

). .........................
0. Estimated number annuitants:

Over 60 years of age
retired ............ 14,500.000

Disabled .............. Z,400,000
Widows with depend-

ents under 18 years
of age .............. I,6.000

Total .-------
H. Indicated monthly annuity pay.

ments: (F divided by G) ...........

January February March April May June July August j September! October I November'December

105.193 90.273 107.636 102 349 97.603 108.639 102.90 7. 940 1 104.754 107.141 102. 87 122.227

11.713 11.675 I1.375 11.949 11.588 11.626 11.611 11.6901 11.716 11.740 11.805 1L760

116.906 101.948 119.211 114.298 109.191 12. 265 114.551 109.630 1 116.470 118.881 114.692 134.037

4.304 4.614 6.M5 21 3.082 5.104 2.300 2.94 4.597 2.199 2.941 4.0627.875 7.875 7.875 7.875 7.875 7. 875 7.,75 7. 875 7.875 7.875 7.875 7. f754.667 4.667 4.667 4.667 1 4.667 4.667 4.667 4.667 4. 667 4.667 4.667 4. 667

16.846 17.1561 15.177 16.3951 15.624 17.646 14.842 15.490 17.139 14.741 1 5.483 16.604

100. 06D
C.002
.007

2.995

84.792

.007

2.537

100.034
3.001

.007

2.994

1 8, 5 00 0  5 000 L1,500,000

$161.89 $137.14 $161.84

97.903 13. 567
z297 2.807
.007 .007

2.930 2.800

18500,000 18,500,000

$158.38 1 $151.35

102.619
3.079
.007

3.072

99.709
2.991
.007

2.984

I .W, 000 18,50 000
$166.05 $161.30

94.140
2.824

.007

2.817

1K 500.000

$15. 27

99.331
2.9 0

.007

2.973

18,500,000

$1F00. 81

104.1401 99.2D9
3.124 2.976

.0071 .007

3.117 2.969

1i,50.000 1,500.000
166. 49 3160.49

117.433
3.523

.007

3.516

18,50000

$190.05



TABLZ 1.-Statistieal analysis of the Townsend plan (by monLhs) of 1948 and 1949 as defined in biUs S. 2181 and H. R. 2135 of the 81st Cotg.- Con.

[All figures in billions of dollars except 0 and i,

MONTHS OF 1949

Elements of malyss Anuary February .1h April May SAne July Augus$ :September' October NbeIDe-mber

Debits deposit accounts --------- 10 I . 192.741 W.703 99.29D 109.057 . 0 .05 . 101.091 4 ..........Ftve-wth s currency in -r ! i
tlion (ave& monthly mr9- I 0
over) ........................ 1 1492 11 48211433 11.424 11.451 11.455 LL 41 it.4 Lt4 420 422 12 11476-

TOt ........................... i 1 84 101 .31 121 174 111. 127 110.741 12D.522 19.1 10.46 1 o
1 1049 IIW11328 10%, ......

B. Ded.35J 6133175 '
Taes _------------------------ &675 3. 6. 2.306 Z.751 4.9281 ls061 9 9 4.85 i 1.91: 2.727 1 .......... >

mpss ------------------------ 7.6 7.87 7.S75 7.875 7.87 7.87 .87 5 . 7 75 7.75 j 7.875 7.8K5-------Shrinkan ..................... .4.667 .667 4. 7 4667 - 4.667 t 667 4667 667 4.667 4.667 7W- .

Total --------------.-............ 16.217 16.4771 1&.675 14.848 15.293 17.7401 14.603 15.459 17.427 14.535 15.269 ..........

C. Net tax ban: (AminusB) ------------ 100.467 8L855 101492' 0.279 95.448 3052 I 9 ,311.1 95.090S. 95.698 i ..........
D. Grosstaxyield: (percentofC)------ 3.034 1561 3.0. 8 3.092 .859 .850 1.852 2962 1871
Z. Administrativecost ---------------- 007 I .007 .07 o .. . .7 or, .07 o'r U7, Or
F. Amount for distribulon: (D minus - -I!

-E) ----------------- 3.0071 2539 j 3.068~ 161 1856a 3085 18521 1.843 W 184 Z51 S64
a. Etimated n n ------ I I, .Over W0 yers of &ae rewiod !

Disbed ...........--- 2.4-- - - ,
Widows with dependents under I

i8 yearsofage ...... 1,6000Total ..................... 18.500.00018.548.000.1.30,000 l8,:00.000 18.500.000 .18,30.000 18.0,000 18.50,000 1850000 1,500,000 18..500.000' .....
H. Indicated monthly aunity pay--

ments: (F divided by O) ......... $16154 5137.24 S165.30 81,5.75: 5354.8 $166.76 $154.1G 3153.67 $153.78. $159.73 5154.81. .
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Mr. HLiaorr. Appendix A lefines specifically the elements of analy-
sis that are contained in table 1; and table I contains the specific
figures, specific statistical figures as there defined, for the months of
1948 and 11 months of 1949. That is on pages 1 and 2 of appendix A,
and the table is the second last page of the tsti ony.

Now, the basic factors making up )isiiess turn-over, as specifically
calculated, are two. First., the debits to deposit, accounts. They are
reported monthly specifically by the Federal Reserve Board inl the
Federal ReservoBulletin. Secondly, to be added to that, there is ail
estimate of the true value of money in circulation in terms of its
turn-over as measuring business done exclusively by cash. The
debits to deposit accounts fundamentally embody the business done
by what we may call check-book and fountain-pen money as listin-
guished from cash. Basically, on the average, although at. any time
it might be more or less, casli business transactions paid for b. cash,
transacted through the medium of cash, run at about live times per
anmm the amount of money, cash, in circulation.

On this monthly break-iown, therefore, the applied fraction is
five-twelfths per month. The exact figure of the amount, of money
in circulation is likewise reported by the Federal Reserve Board based
upon their report, of the Treasury reports to then every month as
such. It. is a specific figure.

The total of those two is the estimate of the business turn-over in
this country month by month.

Now, in these bills gross income is defined as the gross receipts of
all persons and companies in the United States, of whatever nature,
the gross receipts of all persons and companies. That. is, in its basic
definition, your business turn-over. That is the tax base.

Now, as against business as it has been and is being done, as coni-
pared to what would be the effect. if this program of taxation were in
operation, there are obvious factors that should be deducted from this
gross tax base to arrive at the net base that the tax actually would
apply to, as defined in this bill. Taxes to Government would not be
taxable business transactions, obviously. They are here subtracted.

Now, these deductions are specifically outlined here in section B of
appendix A. The exemptions under this bill are that this 3 percent
gross income tax would not apply to personal incomes as distinguished
from company incomes up to $250 a month. Now, the estimate of
that exemption, the weight of that as part of the total business
turn-over, is derived from Census Bureau figures fundamentally,
which break down the population by income classes, like $1 to $499,
what percent of the population has that income, and so forth, u.
We broke that down on that basis and then coordinated the totals
found with tile reports of the Department of Commerce, using the
weight of the Census Bureau actual findings as against the actual
financial totals, and with that we get a hgure of about $90,000,000,000
a year in 1948, and, of course, we will have to use the 1948 estimates,
too yet

Senator MILLIKIN. Let me ask you: What would be the actual
deduction or exemption for the beneficiary under this system?Mr. ELLIo rT. They would pay taxes just as anybody else insofar
as applicable. Of course, their income would not be up to the $250 a
month level.
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The CHAIIMAN. If they did not have other income, they would not
al the 3 percent?
Mr. Eimo'r'r. That is right, sir. Of course, if they bought a pack-

age of cigarettes, they would pay it tax on theml." If they owned
real estate or rented it, they would, in one ease directly, and in the
other ease indirectly, be paying taxes, like anvhodv else. And inci-
dentally, as to thlie' niintenance of this fund. the,: would be paying
taxes lke anybody else if their income standing, tun total, front what
ever andt all sources. did qualify thlent to pay those taxes.

The C11AInMSAN. Whtat do y u mean by "shrinkages," in number 3
under "Deduction.'"?Mr. lk,]tmr . Shrinkages?

The ('nAIRMAN. Yes, Sir.
MI r. '=la.iorr. Well, perhaps the chest thing to do is to read exactly

what I say about that, instead of trying to ''short'' it.
As there is at well known tendencvy onl the part, of business and

pcrsoiis to dhividle income, wherviever possible, so its to escape the
i ugh tt' tax brackets uitder the net, ineonte tax system-- so there would
he ata opposite tend~ency oil th~e pairt of blisine. S to adjust procedures
so as to reduce turn-ov'er voltumte whenl possible . Thle one tendtenucy
would be the opposite of te other and tend to eliminate the effect
of ''evasion' pocedurs uin der the nt income tax-systet. However,
on ithe b fsis of business being donte ow, this ist'be looked upon as
Sledtuctiol fronm the total tur-over now being registered it terns of

(dollar volume.
There exists to specihie stiatistigal tabulation dealing witi this

subject. fhis should inot he surprising, in Ve w of the fad that, the
stystei of taxation under discussion dtoes not exist.-and, therefore,
the shtriitkages logically tteatdant. uipont it dto not exist.

In 1943 and 1944, Dr. John )onaldson, of George Washington
University, nmde nit extensive study of this question and related it.
to about half the antount of the volume of stock market trading.

Senator MI IlN. May I ask you, please, for a fuller explanation,
under 3 oat pite I of appendix A?' I quote: "As there is a well known
tendency on tle part of busiest and persons to divide income, wher-
ever possible, so ats to escape the higher tax brackets under the net
income tax systell- so there would be ali opposite tendency oil the
part of business to adjust procedures so as to reduce turn-over' volume
when possible."

Do you mean under your system?
Mr. lELaoT-r. That is right, sir.
Senator MILLIKIN. How would we hltlp our economy if we diminish

business volume?
Mr. ELLIO'rr. I didn't finish the statement. I will go to that point.

right now. The tendency would be this:
Where a producer, a manufacturer, let's say the General Electric

Corp., with their refrigerators and various "appliaitces, might sell
those on a wholesale basis now to various retail anti distributing
agencies, under this program tlere would be a tendency for thlem, to
some etent at least, to make that party an agent and not have a
business transaction. It would not be affecting the actual wemlth
produced or distributed, but it would be an adaptation of business
procedure.

673
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,Senator M IIKIN. But tilt' agent himself would in turn be selling
the product?

Mr. El hLOTr. That. is right. But he would operate as a qualified
employee or agent, of the nllaiufacturer, instead of holding title, per-
haps, to the article.

Senator MILLIKlN. But. it, is your theory that wheni you finish out
the whole process, which puts the ice box'in tilt, housew,,ife's kitchen,
there would not, have been any dintinution inl the total volume of
business?

Mr. ELLIOTT. Well, there would he in terms of dollar volume, but
not. ill terms of actual production. There would still be a delivered
refrigerator with wages and salaries and profits, and so forth, paid.
There would be some kind of an adjustment. As 1 say', there is no
statistical tabulation for it, because the system doesn't exist, and
therefore the lhenomlenon doesn't exist.

As 1 am pointing out, Dr. John )onaldson of George Washington
University made all extensive study of that. and related it ill over-all
picture to about one-half the then; current volume of stock market
trading as a comparable basic figure. There would he a shrinkage
in that, type insofar as, well, manilultions are concerned in open
markets like that., where pictures are created, where there are fictitious
transactions to create a lead-on picture. They wouldn't be very
successful with this lien upon them. Those types of activities, adapta-
tions of business procedure, would take )lace, and ill terms of dollar
volume, would shrink the figure, as they now exist.

However, I might also point out that" where they did to that extent
shrink them, they would also have a differential feet in reducing the
actual content of prices, too; not absolutely in parallel, but. in many,
many cases there would he that, differential, too. And I also wish to
point out that to the extent that it. actually operates, any types of
transactions or procedures that are designed to avoid higher bracket.
obligations under the net, income tax system. woull get. trapped by
the existence of this system. It. would counteract, there.

Fundamentally, the over-all thing would be a basically equivalnt
weight to our present net income tax system in actual dollar volume;
although for an entirely different purpose in% its (listributiion and use.
But. as its incidence goes, the existence of the.gross tax would offset
tihe attempt to run away from the net; and theoretically, it would op-
erate vice versa, too. It m\ould be a trap between grossa and net defilni-
tions. There is nothing greater than tihe gross; there is nothing smaller
than the net.
. In conclusion, here, I simply point out, on that point: In this present
analysis, this estimate of $40,000,000,000 a year by Dr. Donaldson
back in 1944 has been simply stepped up a corresponding 40 percent,
the general step-up of the levels, to about $50,000,000,00t a year, and
divided by 12, for a monthly average, to represent this logically to
be expected effect upon the dollar volume of total business turn-over
at present level.
I To repeat the thought, ill conclusion, that we have already taken
up, it should be note d that this item (loes not represent any shlrinkage
iki actual wealth production or distribution, but fundamentally an
adaptation of business procedure.

Now, that subtraction leaves the estimated not tax base upon which
tile actual 3 percent.tax would operate; and as the table shows specifi-
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callv, lillith l% llolith, ki o that net tax base, that tax of 3 percent
wouhi run aroulld or quite lose to till average of $3.t|ooOt),000t)t) it
month that would be turned over by this irogratm.

Sellator Kt: m. h'llat. would be the revenue. The base would be
$1 00,0,O0,tlt),tt)O.

M!ir. I'al.ior. That is right. The 3 percent, of the net, tax base.
The revenue would Ie' pretty close to $3,00l),t)00.t)() a Ilonth on tile
average ill the last 2 years.

()i the question of administrative cost, of this prograll, ve have
usedi a direct compariso based upon exihriehce with the Social
Security Administration as they have reported it. They have re-
ported iii 1948 ti, cost of admllinistering the present old-age-assist-
ance program, feder ally ana locally, at $60,t)0t,t)00.

We add there, front tlle point of view of this program, as in the spirit
of a very liberal allowance, one-half of tlie cost of administering tit'
present old-age and survivors insurance program annually, or $25,-
000,0t0. The total of thcse two items is $85,000,000 a year, or about.
$7,000,000 a month. This figure of $7,000,000 a month is adopted
for the purposes of this analysis.

lit point lii that conmectio; is tiet Federal Secturity Agn, cey's report.,
dated April 27, 1949, Source of Funids Expended for Public Assvistatie
Administrative Costs, Calendar Year E|ded December 31, 1948,
table 1, and also the chart entitled: '"OASI Administrative Expenses
as a Percent of Contributions Collected," included in testimony this
year by Arthur J. Altineyer, Social Security Commissioner. In table
1, they show the old-age assistance cost of administrationn, federally
and hoeallv, to have been a little over $10,000,000.

Now, ini this program we have disability coverage for all citizens of
tile United States, and in those cases ther, would be somue administra-
tive q||alitications. It wouldn't. be primna facie, as in the case of a
citizen of retirement, age and willing to retire, who therefore retires.

_.W would require investigation and qualification. Therefore, inas-
much as old-age assistance is currentlv handling about the same mann-
her of people, eases, and so forth, that we estimate this bill would
involve in the name of disability. we adopt, that, figure as tile probable
estimate of the cost of administering that part, of the act.

As for the retirement side, that is so exceedingly simple under this
program. The citizen is ti0 years of age, of retirement age. Ho is
ready to retire. It is elective, li chooses to retire and refrain from
gainul occupation. That, is all there is to it. Tho|re isn't any ques-
tion of investigation a part. from tile establishment of that fact, and it
amounts to no |mnoe than registering to vote, as a matter of fact, ini
the principle involved.

Senator K'rut. Would that decision be irrevocable?
Mr. ,umao'rr. The decision to retire?
Senator Kmut. Yes.
Mr. E LorTr. No. Under the bill lie could cease retiring. The

point is that. if he did enter a gainful occupation, lie would relinquish
his pension rights.

Senator KRR. In other words, when he gets to be 60, he does not
come under it unless lie retires; having done which, lie comes under it.

Mr. 10am.morr. That is right; if he applies.
Senator KFmn. 1 understand. Then if li decides to reenter

gainful employment, he automatically goes out. from under it.
64% t; 0. o Ilit.-' ---. '4
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Mr. ELLio'r. That is tile proposal. He should not take his pen-
sion as a subsidy to a competitor.

Senator MILLIKIN. IS the choice absolute? If he worked 4 or 5
hours a day in employment and got, half of his former pay, would lie
be deprived entirely of the benefit, or would he receive a credit?

Mr. ELLIo'rT. As far as this bill is concerned, he either retires or
he does not retire.

Senator Knun. He is either all in or all out.
Mr. EILIOTT. That is the idea.
I don't know; I am afraid that. if you start that sort of thing you

would-be heading for the same thing'you have now in administrative
complexity.

Senator Kim. You would be getting into administrative troubles
and expenses, would you not?

Mr. EhLiorr. I am1 afraid so. The more I think of it, and I think
tile more anybody thinks of it, the more it will be seen to pyramid.

Senator BREr R. That is true even as to the question ;f earning
anything. That is, you still have 10 or 12 million recipients, and if
they do abuse this, you have got, some way to implement, and enforce
it. That is why I have always felt that they should not be denied
the right to work. I (1o not like to l)ut them on the shelf, myself.
Dr. Townsend is the best example, I think; it. is very fortunai lie
did not retire about 20 years ago, or where would we be tv1 av? I
would have been eligible as a recipient of this payment, and every-
body else. Because you immediately have to get. your whole ad-
ministrative organization to see whether they are violating it.

Mr. ELLIoTr. Well, sir, I would have to say tbis, about that. ques-
tion: if the Congress should decide to err on the generous side, person-
ally, I would not be one to complain. However, in drawing a bill
and setting up an issue to present to the Congress, to study and to
debate and to make a decision on, we set. it, up definitively. Now, if
Congress decides to complicate this tiling, it is their responsibility.

Senator BREWSTER. Well, I think it simplifies it if you (1o not have
this thing. You very much simplify it if you simply make anybody
eligible who asks for it at the set age; and tlat is it., period. All they
have to show is that they are American citizens, and that information
is in the registration books of every city and town in this country.
There it. is, and that is all there is to ii.. That would be perfectlysimple.Mr. ELLorr. That would be very fine, except, that we have con-

flicting schools of thought on the subject. We have the generous
versus the stingy school of thought.

Let me say this: In terms of enforcing tile compulsory retirement,
the spending of the money, and so forth, you have a unique oppor-
tunity here. You could classify it and describe it as principle of
self-enforcement.

Let us suppose that we discovered, for example, that these peoplewere not spending this -money, that these people were not retiring
after they gained it, that it was a large' enough area to be practical
and to affect the economic operation of this program to defeat its
purposes. Under this program, as it is drawn, we would not have to
set up very much of a bureaucracy. , All we would have to do is
shift the burden of proof on to these people to turn in a certified report
of themselves, whithi it it did not come in next month, would have the
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result that, the following month they would not get their pension
until they cleared the record.

Senator BREWSTEIR. We have just, convicted one of the most brilliant
and able men in this country of perjury. Now, what could you expect
when you get, down the scale?

I would not have either provision, that, they must spend it, or that
they must not, earn. That has always been my plhilosophv. Because
immediately you introduce this whole administrative problem.

Mr. ELLio'rr. It is a nice point to bring out, because it has to be
decided somewhere along the line.

I might, say this, though. The opposite weight of consideration
could perhaps be looked on in this light. Suppose you have a com-
petitor. And this does not, relate to what you would call a giganti-
cally lbig business. You have a man running wliati you would say is
an ordinary little business, a grocery or a filling station or something.
And lie happens to have a subsidy in the form of retirement income of
$150 a month. He sure couid raise the dickens in a price war with the
correspondingly small chap across the street who is 45 years of age
and hasn't got" that subsidy.

You have a consideration here to resolve. We raise the issue here
very specifically in this bill in the form of compulsory retirement in
order to have the pension, the refraining from gainful occupation, and
the requirement that, they spend their money, that they spend the
amount of money that this pension each month brings to them, that
they actually spend that for the purchase of goods, comnnioditi$,s, and
services.

Senator BREVSTER. Tlere would be, certainly under present. condi-
tions, very few cases where that. second condition would not be com-
plied witl.

Mr. ELLIOTT. I think so.
Senator BREWSTER. Would it be worth while, for the very limited

violations, to have to keep supervision of 10,000,000 recipients?
Mr. ELLIOTT. We think not, sir.
Senator BREWSTER. That is what, I think.
Mr. ELLIOTT. It, seems unnatural that. it. would be. Because you

are asking people to do something that is the most natural thing in the
world for them to (1o. You are not saying to them, "Thou shalt
never take another drink," or something like that.

I might. say this: In regard to our present income-tax -system, we
accept the statement of the taxpayer. It, is the equivalent of a notari-
zation when he signs his name on that income-tax form. We accept
that. Now, if we find something wrong we investigate it. If we
want to go further, it could go on through to the question of perjury.
But we have a standard to go by, taken from experience, and here
it is.

Senator MILLIKIN. Some of us are disturbed about this. Those who
are disturbed about it have the basic philosophy that in order to
advance our standard of living we must continuously increase our
productivity, the productivity of the whole economy; and from that
it follows that we want to maintain the productivity of every citizen;
and, so far as the aged are concerned, as long as they want to work
and are able to work, without penalizing them for doing that or with-
4out tempting them not do do it by some sort, of a governmental plan.

As you have been discussing this matter, I am afraid you have set
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up some temptations that might operate against increasing the l)roduc-
tivity of the Nation. When you pull down your age of retirement,
a you have done here, from 65 to 60, as you increase the length of the
earlier nonproductive brackets of life because of the lengthened period
of education, you are putting the productive part of the Nation into
a very narrow group.

Personally, I do not think that it is sound to do that. I believe that
the elderly shoulhl have the opportunity to, work if they feel like work-
ing andl if they are able to work, for as long as they want to work dur-
ing the (lay. That tends in the direction of greater productivity, and
I suggest that it also tends in the direction of preserving a better morale
among the aged who can work and can thus have the opportunity to
work.

Mr. ELLIOTT. Well, Senator, after being associated with this prob-
lem, as we who are here have been, for some 15 years or more, we have
given very serious consideration to those things. Now, let us look at
this proposition in this way: Maybe we are not absolutely 100 percent
right. If we are, we are certainly the first bunch that ever came along
that was. But basically, what we are doing, in our civilization, is
this: We are "technicalizing" it; we are creating a situation under
which our people do not retain, as a matter of standard and average,
the ability to earn income that keeps them on a normal standard of
living, as they get into old age.

Senator MILLIKIN. I would say that is entirely true, without ques-
tion. But you have a large group of people who can do some work and
who want to do some work, and it is my suggestion that we should
provide the opportunity for them to do what work they can do if they
want to work. Because it will, as I say, tend to increase the produc-
tivity of the Nation, which in the end alone can sustain any of these
plans.

Mr. ELmioTT. It would, sir. But you will note that we set up an
elective retirement. Now, if an individual has come to the point in
his life where he cannot maintain himself on an adequate standard of
living, in keeping with his times, his independence, and decency of
living, he would elect to retire. It depends upon the standard you set,
sir, whether he would elect to retire or not.

Senator MILLIKIN. I think my criticism, if I had one, is that your
standard is absolute. You are either all in, as some one said, or all out.
Why could. it not be both ways?

Mr. ELLiorr. As far as theory is concerned, it could be both ways.
That decision is up to the Congress.

Senator MILIKIN. Why could it not be part in and part out?
Mr. ELLIOTT. The main thing, sir, is just this-
Senator MILLIKIN. If it suits the volition of the particular aged

person.
Mr. ELLioTT. May we put it this way, sir: We are defining an issue

here, and we are making a proposal. ,In your present Socia[ Security
Act, as it now stands, and following the lines of development that are
now laid down for it,. first, they cannot participate in covered employ-
ment, past a certain point., -Your, bill,i HI R. 6000, says they will be
able to earn.$50 a month. Well, that's still going to leave most of
them in a very inferior standard of living.

But the point I want to make is this: Th limit them from employ-
merkt, under covered employment; bqt now they are expanding cover-
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age of employment. Their objective is to go as far as possible.
Theoretically, it is not possible to extend it universally under that
kind of a program, but they would expand coverage as far as pos-
sible. When they have done that, they have brought in indirectly,
and as a matter of accumulation over time, the same situation that
is defined in this bill. They have compulsory retirement, sir, in
principle. They only allow the adjustment to make ip for iiiade-
quacy.

The CHAIRMAN. Let me see if I get you now. You say that und-r
H. R. 6000 they may earn as much as $50 a m6nth, but not in covered
employment. Is that right?

Mr. ELLIOr. No; in covered employment, sir.
The CHAIRMAN. In covered employment.
Mr. ELLIOT'r. Because in uncovered employment, under the prin-

ciples of the act that we have, and as 11. R. 6000 stands, the amend-
ments therein provided, they could earn anything they want.

The CHAIRMAN. I See.
Mr. ELLIOTT. But the point I make is that the process and the

objective is to universalize coverage.
The CHAIRMAN. Yes. I wanted to see if I understood. I think

I now understand your interpretation of H. R. 6000. That was my
interpretation of it: that they could continue to earn as much as $50
per month without losing their old-age-retirement rights, if you speak
of them as rights; and there has been a distinction as between rights
and benefits. But that would be true only in the case where they
remained in covered employment.

Mr. ELLIOTT. And their end is to universalize coverage.
The CHAIRMAN. And when you have universal coverage, you would

come to the same thing, of course.
Mr. ELLIOTT. I would say this: This'bill and this program refer

to the living standard norm, the average income. This 3 percent
would vary as prices and economic levels varied. It is a norm.

As I pointed out in the statement, the norm in 1948 among the
population over 14 years of age-and that certainly is a liberal enough
line to draw on who is a responsible income-receiving family member-
was some $1,026 a -year, or $160.50 a month. That is just about, if
you look at the table, where this thing lands.

Now, here is the thing. If a standard lower than that, materially
and seriously lower than that, were to be adopted, this would scale
down proportionately. As far as my own reaction was concerned, I
would say let them have the right to earn the difference. But here
we are basing the whole analysis on the norm, on a program to wVipe
out of existence this problem of social security and all that it entails.
That is the objective of this program as it is drawn, to put an end to
this problem once and for all, and not to have such a problem any
more.

Senator MILLIKIN. It occurred to me, just off the cuff, that you
were perhaps a little too rigid in one feature of your program, here.
ff we are going to encourage productivity, we should not discourage
people from staying in productive activities, if they want to stay in,
after reaching whatever the age may be, and if they are able to stay
in.

Mr. ELLIOTT. Sir, do we have about 1 minute in which we can
refer to this chart, here, on that very question, in regard to this
program?
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The CHAIRMAN. Yes, sir; you may do so.
Mr. EiaaioT'r. You have the COlY of the chart here. This is in

regard to this question of productivity. Now, here we are dealing
with all estimated 18% million peoj)le w),,ho would be receiving money
each month that came from all sources. Now, if those sources hap-
pened to include a business activity that was creating anl inflation of
some kind, like in December 1948, or like the months leading up to
the crack-down in 1929 or 1937, and so forth, some of tle money
they would get would be money that, came fron those operations.
Ad it would be converted into buying power in the form of the norm.
Now, in terms of maintaining our productivity we would he sub-
sidizing noncompetitors, and this nionoy collected in this month of
December 1948, would have been paid down here in the spring, when
we were beginning to hit the slide. It. would have boosted that..

In regard a to this problem of maintaining productivity, we conceive
this problem of social security as embodying the opportunity to
create in this country ani employing power, a stabilizing power, in
terms of market, that woulh be just as powerful as the employing
power of our armed forces and their operations during the war were.
That is what we conceive.

Senator MILLIKIN. But if you can supplement that, supplement it
by the privilege that we have been discussing, of the elderly continuing
their own productivity, you would have a double-barreled stimulus.

Mr. ELLIOTT. I don't think we would fight you on that. Iut we
are specifically defining an issue which exists in your whole social-
security structure as it is. If Congress decided to entirely reverse
their policy On that, we would not be the complainants.

The CHAIRMAN. I see. It would be adjustable in that respect.
Mr. EHiaoT'. We cannot enact lie law. Congress has to do that.
The CHAIRMAN. You also cover the widows with dependent children

under 18.
Mr. ELLIoTT. That is right, Senator.
The CHAIRMAN. There you were taking the present expenditure of

H. R. 6000 as a basis on which to make that computation?
Mr. ELLIOTT. No, air. We find in this country, on the basis of

census reports, as listed down here in the third starred reference,
Analysis of Current Population Report, Bureau of the Census,
Series P-20, No. 26.

The CHAIRMA-N. I sineply .wanted to got. at this: It is ai estimate
that you are making. You are not going back to social security for
that?

Mr. ELLIoTT. No, sir. What we find is that families with female
heads in this country, with one or more of their own children under
the age of 18-thoso figures are given there in that census report
quoted-number 1,290,000. Now, we make here an arbitrary esti-
mated allowance for the fact that there are undoubtedly many families
with female heads, as well as others, who have dependent minors under
18 years of age who are not their own children. There are some.
There are unquestionably. And three are also innumerable cases
existing where widows, and so forth, have given tip their children,
who would not have, or would have taken them back, if this were in
effect. So we estimate that at- 1,600,000. So there is a difference
between the figure which we estimate, 1,600,000, and the number that
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the Census Bureau gives us, of families with female heads with their
own ('liildren del)enent Uiln them, that figure being 1,296,000.

Tie CHAIitIA.N. And you are also makillg an estimate of the dis-abhvd?

Mr. Eih.Iorr. In that we agree with the Social Secua'ity Admin-
istration. We refer here in the two.. tarred reference, to a widely

u)licized interview of last year with Arthur .J. Altneyer, by United
States News nad World leport.. They agree tlat, there are at, least
2,0}0,000 totally disabled at ainy given tint. We raise that figure
iere, because, a;s we pointed out at the outset, we are making a
naximui estimate of the size of this program. We are not trying to
say that. this program would only be so big. We are trying to l)resent
the whole magnitude of this thing, the whole J)ossilihty-thlat there
are peollh, plenty of poole, who, if they could obey conimon-sense
dictates, which this program wouhi enable them to (1o, of their doctors,
would be in a state of disability retirement perhaps for 6 nionths or
more, because of tleir health, but who have to keep working for the
lack of this.

The CHAIRMAN. Are you leaving out any category that, is covered
under 11. It. 6000?

Mr. Eiaiito'r. Yes- we are leaving out temporary disability.
The CJAInMAN. Temporary disability is only very limited. But

you are not leaving out the blind, and you would count that as
disability.

Mr. lVLT,torr. The blind, certainly.
The CHAIRMAN. That is figured as a cat gory of totally disabled.
Mr. EmatOrr. Definitely we try to put it. this way: Citizens between

the ages of 15 and 00, that is, between the dependency age and the
retirement age, who are incapacitated for employment for any cause
whatsoever, incapacitated for employment, for their work in life,
whatever that may be, between those ages.

Tile CHAIRMAN. What I was trying to get at is: Suppose the Con-
gres accepted this program. How much additional assistance would
we then be called on to give to people who would not come under it?

Mr. ELLIOMr. Well, sir, this would involve, first, retirement of all
citizens, total disability coverage for all citizens, and this family
aid through the widows, the mothers left with dependent minors on
their hands, who were American citizens, all of them.

Now, in our population we uad, as of the 1940 census, which is given
thereto as a specific reference in the course of the analysis in the
appendix, 06.7 percent of the population of this country inl 1940 that
were citizens. In 1930 I believe the figure was 95.1 percent. The
trend is toward a larger percentage of citizens. The noncitizens aro
a very small group. Now, what we seek to cover in this program, sir,
are those basic permanent things: retirement, total disability, and this
social disability in the name of the average woman, who cannot do an
average good job because she is an average woman, of being both a
breadwinner and a homemaker, too. And there is a social disability
there that is of vital importance. We have the famiy-aid program in
effect. Certainly there would be special needs. We have veterans
disability cases now that draw almost $400 a month. Certainly you
would have to come in there with those other programs. But on the
other hand, we have the vast bulk of veterans' disability that this bill
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would automatically finance once the Veterans' Administration or
other agency had certified and established their disability. Those
would be the exceptional cases. There is no doubt about that.
The CHAIRMAN. YIs.
Mr. E~LIOVr. Therv would be the case of the widow who had only

one child, as distinguished from the widow who had 15. 1 don't know
how you are ever going to define that. There woul be special eases.
But you have them now.

The CHAIRMAN. Oh, yes. I understand that.
Mr. ELIOTT. This would wipe away the great fundamental base of

complicated administration, anti so forth, that we have and are (level-
oping under this other system of public assistance and so-called indi-
vidual account insurance; which, incidentally, is not workable.

The CHAIRMAN. Are there any further questions?
Well, sir, we thank you for your appearance here and for your con-

tribution on this very important matter that we have before us.
Mr. ELIAOTr. Thank you very much, sir.
The CHAIRMAN. The committee will recess until 10 a. in., tomorrow

morning.
(The following statement was submitted for the record:)

STATEMENT OF LYNN ELLIS, PASADSNA, CALIF.

PENSIONS

The pension issue is certainly to the fore these days, with all signs pointing un-
mistakably toward Washington.

At present, there are some 10,000 or more private pension plans in operation
with steel,automobile, and other groat Industries getting into it in a big way almost
daily. All of which makes us wonder how the smaller concerns can hope to com-
pete, satisfy their employees and remain solvent. Besides. there are the State
systems witi the Federal Government contributing a part. With all of these plans,
both public and private in existence, the over all presents a crazy quilt which soon
may show rents and tears. There is a way out however, and the answer lies In
Washington but not in Federal social security & it exists today.

Tax collections on social insurance have greatly exceeded benefit payments since
inception of the plan until today there is a backlog of about $11,600,000,000 amd
wIth increased taxes effective as of January 1, this vast surplus should increase
some $667,000,000 per year. What purpose does this vast sum serve' It is "on
loan" to the United States Treasury and used in governmental operations. It is
considered a trust fund and is not counted in budget-bookkeeping-another set
of books Is required for that. It will draw some 2 percent or more Interest while
it Is on ice in Washington, but what a difference this huge surplus would make on
the economy of America if it were presently in circulation.
. With the Federal Government and the States sharing in old-age pensious

we have one agency contributing to 48 agencies, whereas in this writer's opinioll
the procedure should be reversed and the 48 agencies should be contributing to
the one so that paymelit of pensions would be uniform and Nation-wide from one
source--the Federal CGovernment. This should tromendously reduce adminis-
trative coots, public and private, since It would eventually replace the latter and
make for economy, simplicity, and Qffoctiveness.

Having in mind the continued prosperity of America as well as the payment
of pensions it is essential that there be constant circulation of tile money from the
States to the Federal Government, to the pensioners, to the States and back to
the Federal Government.

I propose that a uniform sales tax applying Io all States and the District of
Columbla should be Institute'! by the Federal Government collectible by tile
States and the District of Columbla. ' Thereupon collections should be remitted
to the United States Treasury for the payment of pensions. The vast sum so
accumulated should be held by the United States Treasury for one experimental
year before payable to pensioners in order that the Federal Governmoeut might
estimate the amount that would be available In future collections.
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Payments should then be. Itade to all citizens of t designated age anti older,
regardless of ineed. A pension of $100 per niolth should he tile objective but
this iitight not be attaiinable it first. however. a the prosperity of the country
iiicrea,;( Iy reaioi of the Iretmetdots snis in circulation through Iensions. it
would be' po.,il;le to reali|,e t h(, object ive. i)nring I he experimentat year, pen.ion
matter. should proceed a, currcltt ly. 'l'hik proposal cold bhe incorporated within
the Federal Social Securily Act or enacted separately.

The writer realizes that at first glance there sems to Ihe a similarity Ietween
this propose tl anld t hat of the Tow-in plan. Itit t here are salient differences.

)r. I'ownseiid p roposes a 3 it, jrcunt trailmaction tax to finance jIaynteits. A
trat sactioli is ustually con-idered as a Iu-iness (eal of some tyil. so a transaction
tax nu1it I e a tax oi I)tlsille4 deals, whereas under the Itropoial set forth herein,
a sales tax is tI, contemlliated Ieualt4 (if financing paylmtents. A sales tax is
defined as a tax on gooi, sold where the purcliwwr usually pays the tax. This
is coiIdi(lered a itost satifactory taxation sy.teni.

Twenty-eight states and the districtt of Colombia now have the sates tax: 20
States (10 not have it. Uiner the ''owns md plan the proceeds from the trans-
action tax would go imto a p)ol from which payments wonld he made, wherea.s
under the proposal ltereii, a uniform sales tax would be collected by all States
and tle Di strict of Columltia and remitted to tite United States Treasury where
it wold be leld during the experimental year with payment s made the second
year front tile total so received.

Iloinitely a sales tax would prove the most satisfactory means of financing an
over-all Federal pension system.

(Thereupon, at 12:55 p. m., the committee recessed to reconvene
Friday, February 3, 1950, at 10 a. m.)
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FEDAY, FEBRUARY 3, 1950

UNITED STATES SENATE,
CoMMIrrE ON FINANCE,

Washington, D. C.
The committee met at 10 a. I., pursuant to recess, in room 312,

Senate Office Building, Senator Walter F. George (chairman) presiding.
Present.: Senators George and Millikin.
Also present,: Mrs. Elizabeth B. Springer, acting chief clerk, and

F. F. Fauri, Legislative Reference Service, Library of Congress.
The CHAIRMAN. Tie committee will come to order.
Congressman Robert "I'. Seerest of the Fifteenth Ohio District is

submitting a brief, and it will be entered in the record as a part of the
proceedings today.

(The brief referred to follows:)

STATEMENT OF lioN. RoERT T. SEcnrsT, FiVTErNTHI DiSTRICT oF Ormo

The problems of old ago are as old as the human race. Man lives by work and
when his capacity for work decreases, or when profitable employment cannot be
found, many Individuals cannot purchase the bare necessities of life.

In ancient times when man wandered from place to place in search of game and
other foods he had little time to care for the aged. lie had less inclination to
share his meager food supply with those no longer able to join in the chase. Old
people were left to die alone by the bide of the trail.

Under the influence of the Christian admonition to "Ilonor thy father and thy
mother that thy days may be long upon the land which the Lord thy God giveth
thee," the peoples of much of the world developed a new appreciation of older

heewisdom of our elders was sought after and the contribution they made to

the wealth of the world by a lifetime of toll was considered worthy of the righ t
to live out their days in happiness and security. Each family attempted to car
for its own. Those without family or friends were cared for by the township,
county or municipality

Great discoveries of medical science and the practice of modern sanitation has
doubled the span of human life. 'Where few'rahed the age of 60 a 100 years ago,
today millions live far beyond that age. In fact, there were less than 1,000,000

le over 60 years of age in the united States in 1850, less than 100 years ago.Toay, there are 17,000,000 and the total increases continually.

The advent of the machine age resulted in widespread industrialization and
mass production. The fast pacoin factories, mines, and other industries required
alert, young, and strong workers. Year after year the older segment of our popu-
lation foundit increasingly difficult to secure employment. Except, for the period
of World War II when the labors of all our people were required, there have been
millions over 60 who could not find gainful employment, even if they were
physically able to labor.

'rho depression made our people conscious of the needs of older people. Wide-
spread unemployment, decreased wages, shrinkage of local taxes, made it impos-
sible for either individuals or local governments to support the older unemployed.
State after State adopted laws to provide old.age pensions.

Finally, the Social Security Act was passed by Congress and, for the first time
the Federal Government had a plan whereby a portion of our people could lay
up a reserve to be paid them in old age. Everyone realized that this act was
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only a step toward a full solution of the problem. We must move ahead, either
by expansion of tile existing system or by it substitute system that will better
serve the needs of our people. I prefer the latter course.

I have always beeIn lrofoundly convinced that this country teeds a universal
national systemln of ohl-age security. That is why I voted for the revised Town-
send plan in 1939, along with 100 other of my colleagues in Congress; and that is
why I have, during the subsequent decade, signed discharge petitions entreating
the Ways and Means Committee to release national pension bills for debate and
a vote on the Iloor of the House. I feel as strongly today as I have ever felt.
Indeed, I believe the teed for a national insurance system covering all tile people
is even more compelling now than ever before.

As I have stated, the proportion of aged persons to the total population is iII-
creasing rapidly and medical science is steadily prolonging the life spant of our
people. At the same time, industry is constantly inventing new machines to do
the work previously performed solely by mamower. It is not fantastic to envi-
sion for tile future a sort. of Tules V'er'ne push-btton economy in which a relatively
few number of workers will be able to produce all that the rest of us can reason-
ably consume.

'This combination of increasing age amid technological progress poses a challenge
we calinot ignore. Suppose a depression cones? Or suppose that, short of de-
pres.ion, our economy enters a state often described as "recession." In such an
event, it appears reasonable to assume that marginal workers will further find
themselves among the ranks of the unemployed. And I think we call all agree
that the Inarginal labor force consists primarily of the overaged, the disabled, the
blind, and widows with small children to support. These are the people a nma-
tional pension plan proposes to protect.

Biut we do not have to fear a future depression to justify the need for the legis-
lation today. The need is already great. Total living costs have just about
doubled over the past 15 years. I for one do not see how many families call live
it decency today on the earnings they receive, and I don't see how a single man
or woman--eslecially those who mu/st buy their meal in restaurants-can do
more that% exist.

Yet millions of Americans are doing just that. Old-age assistance paid an
average of only $42.02 per month to individual recipients as of December 1948.
This program affects about 2,000,500 aged men and women past 65 years of age.
Many of them, of course, received far less than the $42 average. Moreover, the
amount paid depends to a great extent upon where the recipient happens to live.
For instance, the December average in Mississippi was only $16.38. The most
generous State-Colorado--granted an average of $78.18.

Those citi wes drawing benefits under old-age insurance--title II of the Social
Security Act-are in even worse circumstances. They average only about $25 a
month. As a result, thousands entitled to draw a few dollars under old-age pen-
sioni have been forced to seek sitpplementary aid tinder the old-age assistanceo
section of the act in order to keep body and soul together.

Meanwhile, the old-age insurance reserve fund has reached the unprecedented
total of some $11,000,000,000 (most of which, of course, is represented by bonds,
or I 0 U's). Thus, we have the curious spectacle of billions collected ald unused
while millions of humans struggle to make ends meet on a pittance--and at a time
when living costs are at an all-time high.

In terms of per capita Income, the old folks of America are truly forgotten
People, For the Nation as a whole, per capita income for 1947 amounted to
$1,323, according to the Department of Commerce. Contrast this with the
average of $504 ($42 a month for 12 months) paid to old-age assistance recipients,
and the $300 paid to old-age insurance beneficiaries under social security.

We cannot gloss over the obvious conclusion that the present program is com-
pletely inadequate. It offers a mere pittance not security at all. Its other
shortcomings are legion. It fails to cover millions of useful citizens-farmers,
farmhands, domestics, small-business meu, professional men and many others. It
pins the stigma of charity on those obliged to rely upon old-age assistance, and
thus strips the individual of his dignity. I

The American people have shown that they recognize the failure of the present
set-up. No fewer than & 000 business and industrial concerns have established
private pension programs of their own, in an effort to supplement social security

ymen. Labor unions are beglnnungto take an avid interest in the pension
Bold, as witness the United Mine W1orker success in getting $100-a-month
pensions for retired members of that organization. And then, of course, we have
6ivi-servie ponsiong, railroad retirement pensions, and special pensions for judges,
school teachers, and war veterans. The litt Is endless.
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But out of this confusion one ludeniable fact emerges: Most of the people-
ordinary, everyday American people-either have no old-age protection at all,
or are forced to apply for the $42-a-month old-age assistance.

And so today we find ourselves iieshed in a hodgepodge of pension svstels,
many of them overlapping, many of them cont.lictory, even, and at tie same
time we find a vast area in which there are millins of people who enjoy no pro-
tection at all. I do not want to destroy existing pension systems, but I do want a
bet ter systeni for old-age pensioners anld I want a sound system for the millions of
farmers and others that are not now covered by social security.

I want a system ott a pay-ais-we-go basis. let us-enact t program of social
security that'will be truly coin rehensive-one that will take in all tile eligible
people'of this Nation, and one that will grant equal benefitA to all. Lot its enact
a program that will pay benefits high enough to enable recipients to live in decency
rather thal ill poverty.

It is my belief thai a social -vcurity system worthy of tie name should do far
more than provide mere subsistence benefits. It should guarantee reasonable
Purchasing power to the retired aged, and disabled, and the blind. A cancer in a
tian's body is not alt isolated thing: unless cored, it will eventually destroy the

remainder of the healthy tisue in his body. So it is with povertyv. If a* sub-
stantial segiet of our people--tli- ol and the disabled and the blind-are forced
to reninitin poverty their poverty will eventually spread and infect tile rest of us.

People without basic purchasing power cannot buti the goods that industry
produced and dealers have for sale. And when lack of' purchasing power dries up
tie market, depression is oii its way. We help ourselves by helping the aged.
By helping then become buyers in the marts of trade, we help ourselves remain
prosperous because we help protect the health of the market.

I have urged the Ways and Means ('oumtittee of the House of Representatives
to examine with care 1t. It. 2136 and II. It. 2136, now before this se.sion of
Congress, and to report one of them with such amendments as may be wise and
desirable. They call for a national insurance system covering all people and
providing liberal enough annuities to make healthy purcha,;crs of those ni longer
wanted by industry. The bills are identical; otne was introduced by Congressmani
John A. blatnik, Dentocrat, of Minnesota, the other was introduced by Homer
D. Angell, Republican, of Oregon.

These bills embody the major features of the original Townsend plait, namely
a 3-percent gross-income tax from which would be paid a pension to every eligible
person over 60 years of age. Contrary to popular opinion, the Townsend plan
does not, and never did provide a $200-per-tuonth pension. It provides that
the monoy collected in 1 month will be distributed 3 months later to those persons
who are eligible to receive it.. These bills provide for an adequate pension otl a
pay-as-y ,u-go b&is. In good times, when prices are high, the pension would be
greater. In bad times when income and prices are low, the pension would be IcM.

The great advantage of this system is the elimination of social-security taxes
and reserves. To date $11,000,000,000 have been paid in social-security taxes.
This money is invested in Government bonds. In a few more years this reserve
will be over $100,000,000,000. This means that when a worker is ready to retire
all the people must be taxed to pay the bonds to get the money to pay the social
security benefits. It means a double tax for every pension paid. low can we
be sure the money cati be raised 20 years from now by normal taxation? The
only safe step is to put the whole pension system on a pay-as-you-go basis and
make all persons, including farmers, eligible for the pension it their income is
below specified amount. That amount is not stated in the bill, but should be
inserted in accordance with the judgment of the Ways and Means Committee
or the Congress.

Furthermore, this system will make it unnecessary for the State to tax its own
people for approximately one-half of old-age pensons, as all States must do under
the present aw. In Ohio alone this would save $34,683,000 in taxes. This
'amount would permit Ohio to give teachers a real raise, contribute fully to dis-
tressed municipalities, replace condemned school buildings, and balance the
State budget. In 10 years Ohio would save $346,830,000.

A national systeta of old-age security is certain to come and the sooner it is
adopted, the better it will be for the Nation as a whole. Such a system will
inchde millions not covered by social security, it will eliminate the tremendous
reserves being built under the present law, tt will produce sound economy by
"paying the bill as we go, and it will provide an adequate pension for all who
reserve it. Furthermore, it will enable millions of elderly people to retire In



688 SOCIAL SECURITY REVISION

comfort thereby assuring employment for all those who are younger. It fs our
greatest insurance against depression. I hope this Congress will act.

The CHAIRXIAN. Congressman Angell?

STATEMENT OF HON. HOMER D. ANGELL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OREGON

Representative ANGELL. Yes, Mr. Chairman.
The CHAIRMAN. You may have a seat there, if you will. You have

a written statement?
Representative ANGELIL. That is correct, Mr. Chairman; I have

given 13 copies to the clerk.
The CHAIRMAN. Have you one that you can furnish to the reporter?
Representative ANOELL. Yes; I have furnished one.
The CHAIRMAN. You wish to enter that statement in the record?
Representative ANGELL. I do, Mr. Chairman.
The CHAIRMAN. It will be entered; and any supplementary or addi-

tional statement that you wish to make, the committee will be very
glad to have in the record.

I would be very glad to listen to you at this time, Congressman.
Representative ANGELL. Very well, Mr. Chairman. I will not

presume to take much of your time. However, I have a written state-
ment, as I have said, which I have prepared, and I have furnished
sufficient copies for each member of your committee. It is a state-
ment of 12 pages.

I am the author of one of the so-called Townsend bills, H. R. 2136.
I have been in the House now for 11 years, and I am going on my
twelfth year. I am very much interested in social security, particu-
larly for the sick and the aged, and that was my interest and concern
for some time before I came to Congress, while I was in the Oregon
1Legislature. I have sponsored similar bills during that entire time.

ar you know, we spent considerable time on H. R. 6000, which you
are now considering, in the House. It is the feeling of those of us who
are sponsoring this legislation that H. R. 6000 does not meet the prob-
lems of old-age security which we are hoping to solve.

We feel that the care of the aged who are 60 or 65 years of ago in our
complicated social framework under which we operate in this country
presents problems that are not being met under the social-security
program we now have. As- you perhaps know, of course, better than
I, most all of those who have appeared before your committee on this
problem frankly admit that, proponents of social security as well as
its opponents. We feel that that system is not working satisfactorily.

My printed statement will suggest the reasons why I think, as a
sponsor of this bill, that a program along the lines of these bills is sound
legislation where all persons contribute alike during their working
years to this program and then when they reach 60 years of age are
entitled to be paid a stipulated monthly sum, sufficient to meet their
requirements.' Those requirements, of course, are not being met at
the present time. I
i' Under social security only some $26, average payment, is now being
made. About 3 billions has been disbursed under that program but
,there is about $12,000,000,000 backed qp in the so-called trust lund.
N41exat amount are given in my statement. We feel that a pay-
as-you-go pr ogran would meet the piblem much better and would
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not disturb our economy as much as the existing arrangement, and
would meet the needs of this large group of elderly people.

By reason of our social and economic situation, that group is in-
creasing. And when a person reaches the age of 60 years, it is difficult
for him to find employment in many industries, or even agriculture,
as used to be possible in the old days; and as a natural consequence,
if they do not have funds of their own they are at the mercy of the
Government doles or charity. We feel if all were to cooperate in
providing a program such as set forth hero, oni a pay-as-you-go-basis
in the long run it would be no greater burden on the taxpayer and
society than the existing obligations of Federal, local, and private
institutions.

That, in brief, Mr. Chairman, is the pith of the statement I am
making, and I would be glad, with your permission, to submit a more
extended statement for the record.

The CHAIRMAN. Thank you very much, Congressman.
Are there any questions that you wish to ask, Senator Millikin?
Senator MILLIKIN. I have no questions.
The CHAIRMAN. Thank you, Congressman. Your brief will be

entered in full in the record.
Representative ANGELL. Mr. Chairman and members of the

committee, I thank you for your consideration.
(The brief referred to follows:)

STATEMENT OF IOMER D. ANOELL, MEMBER OF CONGRESS FROM THE THIR
DISTRICT, OREGON

Mr. Chairman, during my 11 years in Congress I have been deeply interested
in old-age and disability security, and am the author of H. R. 2136.

I am appearing before your committee today suggesting that the provisions of
H. I. 2136 and its companion bills be embodied as amendments to 1I. It. 6000.
If this were done we believe that many of the social-security problems for the aged
and disabled would be solved.

It is conceded by all that the existing social-security program is not meeting
the needs of America's aged, either in covergo of the needy aged or in the
amounts of the monthly annuities being provided to the recipients. In a letter
to the distinguished chairman of this committee on April 6 last, Ex-President
Hoover, Chairman of the Commission for the Organization of the Executive
Department, said:
"I wish to say at once that I strongly favor Government provision for protec-

tion of the aged and their dependents. The problem before the Nation is to
obtain a workable system, with a minimum of bureaucracy, adjusted to the
economic strength of the country which gives an assurance of security to this
group. In my view we have not yet found that system."

The testimony of Mr. Arthur J. Altmeyer, Commissioner of the Social Security
Administration before this committee shows that the present system is woefully
lacking in providing adequate protection to these worthy citizens who, by reason
of age or disability, are unable to receive sufficient funds to meet their minimum
needs.

The fact-finding board appointed by President Truman recently to consider
the wage dispute between the United States Steel Corp. and its workers reported.
as follows:

"The concept of providing social insurance and pensions for workers in industry
has become an accepted part of modern American thinking. Unless Government
provides such insurance in adequate amount, industry should step in to fill the
gap. Government * * * has failed to provide social insurance for industrial
workers generally, and has supplied old-age retirement benefits in amounts which
are not adequate to provide an American minimum standard of living."

Mr. Chairman, the Advisory Council on Social Security to your own Senate
Committee on Finance reported that It found three major deficiencies in the old-
age and survivors insurance program which I quote verbatim:

"1. Inadequate coverage: Only about three out of every five jobs are covered
by the program.
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'2. Unduly restrictive eligibility requirements for old workers: Largely because
of these restrictions, only about 20 percent of those aged 65 or over are either
insured or receiving benefits under the program.

"3. Inadequate benefits: retirement benefits at the end of 1949 averaged $26
a month ,for a single person."

In fact almost without exception qualified experts who have examined Into this
old-age security problem facing our Nation have reported the deficiencies of the
present system and the need for major overhauling or substitution of a now
system therefor.

We in America can be justly proud of our achievements in the development of
our industrial production which enables us to stand in the forefront of all nations
in the ability to produce food, clothing, shelter, and other necessities of life in
abundance, not only for our own people but to help other nations in need. This
was a major factor in winning the war. However, with machine labor and mass
production, we have found that the elderly people of America. by reason of the
very success we have achieved in production, are outcasts and have been deprived
of remunerative employment in their declining years and many of them are in
dire need.

Existing social and economic conditions force upon us the complex question of
security for the individual in our modern industrial civilization. Since 1919 the
number of self-employed individuals in the. United States, including farmers has
remained fairly constant at about 9 or 10 million. During the same period the
number of employees in the American labor force has risen from 32,600,000 to
over 60 000,000, almost double. Since population has been increasing during
this entire period, the percentage of self-employed persons in the United States
has declined from about 22 percent in 1919 to about 17.2 percent in 1949. In
other words, we are facing an age-old problem under rapidly changing conditions.

The young and vigorous are on the pay rolls of this machine age and the elderly
citizens are relegated to the side lines. As a result of this maladjustment, we
find the aged unemployed increasing in numbers and in want, and we are faced
with the problem of social security to meet the needs for livelihood of this large
group. To meet this problem the Seventy-fourth Congress passed Public Law 271
setting up a social-security program not onlyi for the aged, but for the blind,
dependent, crippled children, and with certain assistance to maternal and child
welfare, and public health. The Seventy-sixth Congress made extensive amend-
ments to the law, and as a result we now have two major programs governing
social security-title I providing grants to States for old-age assistance, and title
II setting up a program for Federal old-age and survivors insurance benefits.
For over 10 years now these laws have been in operation and we find that they fail,
in many important particulars, to meet the problems we are seeking to solve in
providing adequate social security for the aged and disabled.

In order to remedy these deficiencies, your Advisory Council recommended that
the coverage be extended to include the self-employed, farm workers, household
workers, employees of nonprofit institutions, Federal civilian employees, railroad
employees, members of the armed services and employees of State and local
governments, all of which are now excluded from the benefits of the act. The
Council further recommended extending greater liberality in eligibility and in-
creased benefits and survivors protection. II. R. 6000 contains some of these
recommendations. The findings of this Council clearly disclose that the present
social-security program is basically inadequate and must be completely over-
hauled or supplanted by a more effective program.

There were more than 100 bills pending in the Eightieth Congress proposing
changes in the social-security law. Several sought to increase old-age and sur-
vivors insurance. Forty-one urged increases in old-age assistance, 13 dealt with
aid to dependent children.
* The problem of caring for the aged, the disabled, and dependent children, as
seen today in the eyes of proponents of the Townsend plan and others, is that*
there are millions of such persons in need among us who are not now, and cannot
in the future, be cared for in a honorable and just way by the present system of
social security. Under this system, millions of oli people receive either no support
or hoplessly inadequate support. The system which has been set up is extremely
comp icated and its administration costly. To rectify these deficlences we propose
H. R. 2135 and H. R. 2136.

The philosophy and objectives of the Towvnsepd proposal as compared with the
existing system have much in common, but there are marked differences. Our
preposa would give recognition to the past labors of the aged and would offer
them dividends from he wealth they helped to create. It would give this as a
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matter of right without any direct relation to specific monetary contributions.
The existing old-age and survivors' insurance program gives benefits as a matter
of right but ties them to a principle of insurance--something that each prospective
annuitant and his employer buys as he participates in the productive processes of
the country. Finally old-age assistance is provided to the aged who, because of the
lateness of starting the program of old age and survivors' insurance or because of
inadequate coverage or benefits, are in need and should be helped.

We believe that annuities should be offered with neither the stigma of charity or
of poverty. They should be offered as a matter of right as dividends from the
national wealth the aged have helped to create. A system should be adopted to
replace the complicated, arbitrary, and inequitable provisions of the existing law.
It should be one which will have a stimulative effect upon our economy and one
which will help to make available jobs to all the young who will replace the aged
as the latter move into retirement at a decent standard of living.

Only a noncontributory plan will meet the needs of those now grown old who
are in need because of past neglect in providing an adequate contributory retire-
ment system. Since at the time the system was adopted most of the States were
financially unable to assume the burden of so many aged who moved on to Federal
relief rolls, it was deemed proper to continue to provide Federal aid to States to
provide relief to those aged who were in need.

Much of the argument in support of the Townsend plan stems from the limited
coverage and inadequate benefits of the present system. For example, most of
today's aged who are not working left the labor force before they could build tp
rights to benefits under OASI. And even among the young and still employed,
under the present OASI system, there is no coverage for jobs in agriculture, do-
mestic service in private homes, Federal, State, and local government employees,
and workers in religious, charitable, and certain other nonprofit organizations, the
self-employed and others as well. About one-third of the workers engaged in
employment are not covered by the system; and of the 78,900,000 living persons
with OASI wage credits at the end of 1949, about 35,500,000 were neither fully
nor currentlv insured on the basis of their wage records, and hence were not pro-
tected undei the programs. In the Federal Security Agency Social Security
Administration Annual Report. 1947, section 1, page 7, it is said:

"Under our present provisions it would be possible for an individual to work
at some time during the course of his working life in jobs covered by Federal
old-age and survivors' insurance, the Railroad Retirement Act, the Civil Service
Retirement Act, and the retirement plan of a State or locality. According to
the length and timing of such employments, he might become eligible to receive
retirement benefits under one or more or all of these plans. Another man, with
similar earnings under several of the programs, may go through a working life
without ever acquiring retirement rights under any. Conceivably the survivors
of a worker who dies might be eligible for benefits under a Federal old-age and
survivors' insurance system as well as under a State workmen's compensation law
and under general veterans' legislation. Another family, equally in need of income
to replace the father's earnings, may have had no opportunity to gain protection
under an' of these programs."

No Federal provision is made to care for the disabled other than the needy
blind. In the same report, pages 21 and 22, it is said:

"The United States is unique among major industrial nations in its lack of a
general disability insurance system. Compensation for wage loss due to in-
capacity is confined in this country to work-connected accidents or diseases in
industry and commerce, to service in the armed forces, and to employment in
the railroad industry or by government. Two States provide benefits for tem-
porary disability under arrangements similar to unemployment insurance and
with the same coverage. In June 1947 these special systems, in the aggregate,
reached very few of the 2,000,000 to 2,500,000 persons disabled on an average
day and recently in the labor force, who but for their incapacity would be working
or seeking work."

Under the existing law under old-age and survivors' insurance the average
benefits are about $26 per month according to the latest data available from
social-security records. To obtain this payment the worker and the employer
would have to make contributions over a long period of time. On the other hand
the average of old-age assistance--not available to those under the retirement
plan but given only on a claim of need is about $16 more per month than the
old-age and survivors' insurance payments. According to late figures payments
in Colorado reached $78.29; in California, $61.25; in Washington, $60.33. It Is
thus shown that those receiving assistance who did not contribute to the program
received very substantially more than those who through the years contributed

60805--5o-pt. 2-35



692 SOCIAL SECURITY REVISION

taxes based on montldy incomes. Recipients of relief exceed by nearly 1,500,000
the insured workers who are drawing benefits, according to rocenut reports.

This experience is directly opposite to that contemplated when the Social
Security Act was enacted. It was believed that gradually all old-ago bene-
ficiaries would come under the provisions of the old-ago and survivor' ilnsuranco
program and those receiving asistanco on the basis of need would be gradually
reduced and eventually eliminated.

A major defect in tho resent system is the smallness of individual payments
and their inadequacy In providing a decent standard of living. The old-ago
insurance program is based, in respect to the payments to the recipients, upon
the contributions made by the workers, the employees, and their employers.
A vast actuarial plan has been set up, requiring the attention of highly tried
actuaries. Almost endless files are required to house the data collected. At
the end, the average worker comes out with about $20 a month far less than he
would get if he were under the old-age assistance program. ' his plan actually
contemplates that thewe actuarial caloulatiofis will become effective against a
worker 16 years of age who is in a covered occupation, and that for 50 years until
05years of ag is reached the Social Security Board will keep track of the employers
and of the tax payments made from wages; as a result of those calculations, It will
determine what the worker will receive 50 years from now. The sad and pathetic
aspect of it Is that those payments will amount to only approximately $10 a
month, which is the minimum, or up to approximately $00 a month, which is tile
maximum under the existing law. k a matter of fact, these payments are someager the recipients are unable to sustain their lives lin deeeney and health.

We are oxperiencig today, with the deprciated dollar, the futility of attempt-
Ing to determine a fixed dollar income for retirement pay 10 20 or 50 years in
advance, The dollar today will purchase little more than half what it did when
these payments were scheduled. Annuitants with fixed income based on prewarvalues are able to buy only about one-half of the food, clothing and other neces-
sities their meager annuities would provide before tie war. It rash to attempt

to fix by statute and provide through reserves the payments that will be paid
many years hence. Changes in the purchasing power of the dollar are so great
that attempts of one generation to set minimum decent standards of living for
succeeding generations cannot but prove fruitless and Just wasted motion.

The Townsend plan is flexible and would change with the changing conditions
and purchasing power of the dollar. It would also do away with the endless
bookkeeping and statistical work and filing routine and office space needed to
keep the accounts of 75 to 100 million workers.

It is not possible to estimate definitely the per capita annuity that would lie
available under the Townsend proposal should it be enacted. Its virtue Is its
elasticity the monthly payments keeping pace with the purchasing power of the
dollar. The tax formula could be changed by the Congress from tine to time
to meet the existing needs. Since the amount of the monthly payments for the
beneficiaries depends upon the tax collected and the number of 6ligible citizens
who apply for the annuities, It is not possible to determine with any degree of
accuracy what these payn ents would he without knowing the national gross
income and the number of recipients. lowever, aniounts payable under the
Townsend plan will he found by subtracting administrative costs trom tax receipts
and dividing the remainder by the number of bemeflci-ris.

A major objection to the public assistance programs now in operation is that,
being State administered, amounts paid vary greatly not only as between States,
but also as botween localities within the same State.

The Bureau of Internal Revenue is to collect the tax under the proposed Town-
send plan law. Every person having a personal income in excess of $250 and all
other persons or corporations having any gross receipts would he required to make
monthly returns. Much of this work of collection could be eliminated if some
method of polleetton at the source were devised. Another administrative problem
would be the sending out of the checks each month to the pensioners. A similar
problem Is now being met under the Social Security Act.

Under old-age and survivors' insurance, the Social Security Administration In
the Federal Security Administration administers the payment of benefits, while
the Bureau of Internal Revenue collect the tax. The cost of administering this
program Is now running around $53,000,000 per year. Total costs through 1949
were about 12 percent of benefits paid out anda little more than 2 percent of total
reeipts--taxes pls. inmtereet on assets. For the fiscal year 1949, administrative
cost were 3.1 percent of receipts and 9 percent of benefit payments. Part of the

administrative chore is keeping the wag records of 78,900,000 living persons andI i .' ' . " , . ' . I 
€
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determining the amount of benefit each-and lis fanily-is entitled to if and
when he or they Ibeone eligible for a benefit piynent.

Though old-age and other public asistauu'e plans are State administered, the
Federal Governmnent contributes to tht adininlltrativo costs. The Federal con-
tribution ib one-lalf tile ost of these programs. The total Federal alid State
administrative comt-i hii thw fiscal year 19-19 rani approxmamtely a-4 follow-s: Old-age
assistance. $66t.028.00)0; dependent children. $3 1.918.000; necedy blind. $3,040.000.

The tax proposed to finance the Townsend plan is a gross inceome tax.
l'racticavly every inrgumment that can be raised agnitlst this tax cast be raised
against nearly every other tax in force today. TWo strong Couiuterargutnients,
however, do exist against the so-called regressive nature of the proposed tax.
Tie first is that. no tax should be considered apart from the use to which tile
revenues derived are to be put. While sales taxes are objeetionable the laudable
purpose of this tax overcomes the objections. Second. experience demonstrates
that the people of more than half the States have tales taxes dating back to the
depression of the thirties. But to return to the first argument. it is apparent that
persons In low-litcome groups will receive annuities in their old age at small cost.
PersonsO in upier- and high-income brackets will have paid more for their annuities
than the low-income groups. Yet, all will receive the samte annuity. Therefore.
instead of being regressive, the tax is in effect progresIve. And further, it Is not
improper to suppose that. the burden of the tax-to tile extent they are not dis-
sipated by the positive stimulus that currently paid annuities will have on the
economy, will be borne willingly by all in the realization that by paying a tax
to(iay they will guarantee themselves an honorable and just annuity when they
too. are disabled or reach the age of 60. All wages lit excess of $250 a month
would be taxed 3 percent. There would be no other deductions. Tio tax on
wages and other ineoume would 1o justified by this direct benefit of an .nnuity to
every taxpayer ullon qualifying.

Tlhe thought behind this proposal is that in the years before the war peolle In
general tended to hoard their earnings. Consumption (lid not beep pace with tile
ability of tile economy to produce. Tite result was that we had underproduction,
underconsumption, and unemployment. Today we produce more goods than the
market will absorb. The Townsend plan would help to ti tlize thls over7lpply,
such as we now have in eggs, meats, cotton, and other staples. There will be no
Incentive for elderly people of limited income to hoard their meager earnings as
the haunting fear of old age and destitution will have been removed. The pro-
ceeds of the tax will go to pople who will move out of employment, They will be
required to spend the proceeds of their annuities within 30 days. This will stimu-
late production, product ion will promote employment, tile younger will move into
jobs vacated by the aged, and we will have prosperity.

The old-age and survivors' insurance program, bei g a contributory plan based
upon contributions by both employers and employees, each paying a tax of 1%
percent of tile first $3,000 of vage- to be increased to 2 percent In 1052. Wages
must be based on take-home pay if families maintain an adequate standard of
living. The plan gives inadoquatoi relief to those covered and is unilst to those not
covered. Tmese taxes go into what is called a trust fund which on December 31,
1949, amounted to $11,815,021,753.51. The Government spends the trust funds
as received for the regular expenses of government and replaces the funds with
Government securities bearing interest paid by the Government, which encourages
deficit spending. It follows that when these funds are needed, in lien of the bonds
the Government will be obliged to levy another tax on all taxpayers to meet the
demands upon the fund. Notwithstanding this hugo balance in t'he trust fund on
December 31, 1949, there had been paid to beneficiaries under the program up to
that date only $2,095,769,618.80.

TIte old-ago assistance program under tile present social security law is also
wholly Inadequate to provide a docent annuity to old people of our Nation who
come within its provisIons. It is a starvation allowance. There is little uniform.
ity In the payments made in the several States. Many old-age annuitants are
suffering from malnutrition and starvation.

If we are to preserve the American way of life and our economic and democratic
processes under free enterprise, we must find a solution not only for our unetnploy-
mont problems but also for the problems of providing adequate ear for the aged
and disabled. With an accelerating advance in technology tiu the postwar era, and
with tile commercial development of atomic energy presaging more rapid transl-
tions in mass production, the social risks and hazards of unemployment and old
age are increased. Rather than see workers pushed from active labor force, hit
or miss, the logical policy to follow is one of selection. Tile older group has
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earned retirement. Many of them are not covered by the Social Security Act.
By covering the entire group, the wholo process of business activity will be
stabilized. Itotiremont payments will provide continuous buying power, will
provide the needed balance in market demand, and will help to provide mnas
consumption without which our mass-production economy cannot function
successfully.

The aged, through no fault of their own, through the fiat of industry, are denied
a part in production. They toiled the longest inl production and should not, whe
old, be deprived of taking part in consumption. They are the victims of an
industrial system for which they are not responsible. Society owes a duty to these
old folks, and it can only perform this duty by establishing a national annuity
system providing against the hazards of old-ago and disability. There are millions
among us, 60 years of ago and over, who are not now being eared for in an honorable
and just way by the present system of social security, and are receiving no support
from any source of hopelessly inadequate support.

Mr. Chairman, I most sincerely and respectfully urge that this great eonimittee
give heed to the needs of this large segment of our population by adopting the
provisions of H. It. 2135 and H. R. 2136 as amendments to 11. It.'6000.

The CHAIRMAN. Senator Taylor, are you ready to proceed?

STATEMENT OF HON. GLEN H. TAYLOR, A UNITED STATES
SENATOR FROM THE STATE OF IDAHO

Senator TAYLOR. I would be glad to, Senator Gedrgo.
The CHAIRMAN. You can sit where you are, if you desire to.
Senator TAYLor. I will speak from here, then.
I (1o not intend to present any lengthy statement, beaiso I uinder-

stand that Dr. Townsend himself has testitied, and I do not know
who would be better qualified to testify on this bill than 1)r. Town-
send.

I believe, as was said by Congressman Angell, that the present
social-security set-up is inadequate and cumbersome. In fact, it, is
getting to be a subject of jokes generally. I hear them quite often
over television and the radio; kjotes about our social security, how
pitifully small the amounts are that recipients get..

I feel that a plan along the lines of this one, as Congressman Angel!
said, a pay-as-you-go plan, would inflict less strain on our economy
and be much more satisfactory in every respect.

I believe that the greatest, fear that we have in this country, and a
very justified fear, is of another depression. I think that thO only
way we are going to get. any change in our economic system, our way
of life-which we do not want-would be for a depression to collie
along. As long as our people are decently cared for, they are not
going to go to some other way of life. And a plan such as this, to
kcep the dollars rolling, to keep the turn-over there, I believe would
be very sound and be the best possible course that we could pursue
to meet this problem.

There is one other reason why I am particularly interested in
seeing a plan of this nature put into effect, of universal ol-age pen-
sions, Under the present social-security laws, with their narrow
coverage, the farm States are drastically penalized, because farm
employees are not covered. And so, in those farm States, we have
to take care of our own aged to a large extent. The Federal Govern-
ment gives us matching funds, of course, but we have to put big
sums of money into the old-age-assistance program, and we have a
comparatively small part of our elderly workers who are covered in a
social-security, program. So the discrimination is very great as
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tbet,witAm industrial States and farm States. That is another reason
why I am particularly interested in seeing a change in our old-age-
penlsion systo'tln:

I think, Mr. ('lumirmtaaa, 1 will conclude with those few brief remarks.
As 1 say, I understand that Dr. Townsend testified yesterday and
that. there are others yet. to testify today and, knowing how busy
tile Senators tire, I do* not, fuel that I should further impinge upon
your time.

Tlt, ( 1aAmuMAN. Thank von very much, Senator.
Senator h'lomas was scleduled to appear this morning, but. will

not. be al)o personallv to appear, on account of illness. lIe will
submit a brief for the r-ecord at a later date.

Senator Smith, you may have a seat., and tho committee will be
very glad to hear you on 11. It. 6000, on any particular phase of it, or
generally.

STATEMENT OF HON. MARGARET CHASE SMITH, A UNITED
STATES SENATOR FROM THE STATE OF MAINE

Setator SMI'mu. thank you very mch, Mr. Chairmn. I am
pleased to be here at this point in t'ho committee's hearings, in which
tile high light has been the testimonky of lr. Francis Townsend.
(ertainly no one has dole more on this problem of old-ago assistance
than li r. Townsend, and he deserves the thanks of every American.

'The legislation which you are now considering is probably the most,
important domestic problem now confronting our people. ' rom, the
cradle to the grave-fromi the first cry of the baby until tile last. beat.
of the heart.-each and every one of us strives for the samep things -
happiness and security.

Individual independence and the capture of security through sacri-
lice, hard work, and saving should be the goal of all'of us before we
first, turn to the (overmentt. as the dispenser of security to us. But.
not all of its are endowed with the tools and ability to achieve security
through individual effort.

Circumstances, or "breaks" if you want. to call it, that, have granted
some of us greater ability to achiievo happiness and capture security.
We have been endowed with greater productive or creative ability or
with greater fintancial resources or with the rare and admirable ability
to be i happy with less of the material things than what. the next fellow
has.

Others of its are not. so lucky. Our mental or physical capabilities
have been limited from birth or have not been developed because of
lack of means of development or have been impaired by misfortune.
Depression, war, and inflation in unbroken succession have shaken
the faith in the belief that man is the master of his own destiny.
These conditions have proved beyond question that our Government
lnust, cope with the problem of social security anld old-age assistance.

I think most. everyone today readily agrees that our present social
security and ol-age assistance program is woefully inadequate both
in coverage and amount of payments. It ias been for a long time
and this legislation is long overdue in the interest of a happy and sta-
bilized America.

Only one out of every five of our senior citizens over 65 years of age
receives any old ago assistance-and the average payment is less than
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$45 a month or less than $1.50 a day. This is not even bare subsistolneo
in the face of today'i cost of living.

If we possess the genius to buih an atomic bomb, a hydrogen boimb
that can threaten the voeT existence of the world, surely we Iulst
possess the will to provide the means of security for ourselves and Our
follow Americans in our old ago after we have given the best years of
our lives to the development of our country.

Insecurity breeds war. A happy and secure people are the best,
guaranty against war. Adequato'social security can make a great
contribution to the realization of perimanont peace. And the best,
place to start is right here at home in Ainerica-right here before this
connitteeo-right hero in Congress.

Mr. Chairman I ask your pernision to give to the committee some
correspondence that hats come in from Maine on other phases of the
legislation.

The ('||AtRMAN. We' will be pleased to haV you 1ile it with the
clerk, Senator, together with any additional statement you wish to
make.

Senator Millikin?
Senator ILI., IKIN. No questions.
The CHtAIRMAN. Thank you very imuch, Senator. We were happy

to hear from you.
Senator SmITUT. Thank you.
The CHAIRMAN. Dr. L. L. Poston? Is 1)r. Poston present?
Doctor, you are not listed as a witness this morning, ut the chair-

man has been advised that you are present and would probably like to
make a statement.

STATEMENT OF DR. L. L. POSTON, DENTIST, DAVENPORT, IOWA

Dr. POSTON. How much tite could I have, Mr. Chairman?
Tie CHAIRMAN. HoW 1u11h time would you need?
Dr. PosToN. About 10 minutes.
The CHAIRMAN. You may proceed, sir. You are Dr. L. L. Poston?
Dr. POSTON. Of Davenport., Iowa, a dentist.
The CHAIRMAN. Are you appearing hero on your own behalf, as a

cititen, or are you representing any particular group?
Dr. PTON. I am appearing only in the interest of the general

public.
Ti CHAIRMAN. You are not representing any particular organiza-.tion?
Dr. POSTON. No Ole in particular; no, sir.
The CHAIRMAN. You may have a seat if you wish.
Dr. POSToN. Mr. Chairman and gentlemen of the Senate Finance

Committee, I know you have hoard enough complaints about the
social-security law to not need any further condemnation of that
peculiar enactment. The report of the Brookings Institution will
thoroughly back me tip in that. That conservative body doesn't
report carelessly. I

Also the many strikes that we are having show that labor is not
satisfied with it in any way. So we will dismiss the inany criticisnis
that could be made of that law -becaiso I believe you are going to we
your way clear to present to the public, to the Senate, a bill that is
fair to everybody, that covers every citizen, as it should. Since all
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citizens are now paving for the penltsionis that. we now have, they
therefore should be Iroteeted.

Now, the Townsend plan, about which you have hitard from so
many more worthy speakers thaim myself,'would seeim to lived Ito
cominendation froi;i tne. And yt't there aret a few points that I think
tire causing it to be sidetracked. ()m of tlhes, is tht, fact that. so
mtiny people get. tint' idea that tht people who are now old and eintit'd
to t'nsitins will get something for nothing; whieh is entirely unjust
al untrute. The wealth of this country, as you know. has increased
some tive, six, or st'ven times during tit, lift' of thest people. As to
these peoph, who are now old and on the retired list, or should be,
surely for tlht 5 or 0i vears that they, on the ave'ragte, are going to live,
they art entitled to'a deet'nt, living for the rest, of their lives, since
they helped to make this great wealth.

liut. further than that, thev will be paying the tax that is proposed
in this bill on all illolley t Inem receive over the exempted sum. 'I hero-
fore they will not be getting something for nothing any moro than
anynoldy else. And while it is true that the young peron will pay
over a good ninny more years, those young people wil have dispelled
from their hearts and minds tine drtat of olil-age want, and that would
bring a peace of mind which is wtll worth what they would be paying
for it.

Another point that, has been somewhat in the way of getting this
bill passed is the idea that it is intended for olt peol;(l only; while in
fact that. is a very small part of the benefits that will come to the
Nation as it wholt'. TIhe young people, in the first, place, will he as-
sure I of their olt-age roteetion. 'rlhey will therefore hecomo happier
people and better workers, better producers, because of that. dread be-
ng renovate front their inns. Also they will be presented with a bet-

ter labor market, because of the retirement of these olt people. Many
of them would like to retire. but they feel that what they coull get. now,
either through soeial-steurity benefits or old-age assistance, would
not begin to keep up their living expenses. Therefore they are hang-
ing on; a good deal like myself, 78 years old, still practicing dentistry.
Well, I don't. have enough to retire on. Poor judgment, I supposed.
It isn't because I haven't worked all my life. It. isn't. because I
haven't saved. I never have wasted my money in riotous living. Yet.,
because I was born, perhaps, with less judgment than I should have
had, I have lost, through poor investments and things of that kind,
what I did save. Anl I am only an example of millions and millions
of other people, as yon all know,

Now, there is a third objection, as I see it, to this bill as presented.
And while the bill is idealistic and fine, and I would like to see it.

assets just, as it is, I believe it can he made more acceptable to the
Senate anId the I oust' by just, one or two little compromises.

My honored friend "and institutor of the Townsend plan, Dr.
Townsend, I spoke to about this, and ine said "Well, any amendment
should come from the opposition." That, is all right., bu if I am going
to sell a bushel of potatoes to a man, I will clean those potatoes nip
anti get them as presentable as I can, rather than leave then covered
with dirt and looking bah.

So I think this bill should be presented in the ist favorable light
by such amendments as wiill gain the suptiort of the louse and the
Senate, and not he one about which they will say, "Oh, we don't want
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it because of this," or "because of that." They don't take the time
to think how it can be amended to suit themselves.

Now, if there is any objection to any of the phases of the Townsend
plan, perhaps the 3 percent gross income tax is the sticker. It is
an added burden on our overtaxed taxpayers, but it is well worth
what it is going to cost. But they don't take that into consideration.
They fail to see that it is like advertising; it will pay for itself. Adver-
tising wouldn't go on from year to year increasing in volume if it
wasn't for the fact that it paid well for those who advertised, by in-
creasing business. It is the same thing with the Townsend plan. It
will so increase business that the tax burden wouldn't be felt at all.

But in case there is any idea that it wouldn't do that, and they object
to the 3 percent, I would even go so far as to recommends that it be
reduced to 1 percent. That is perhaps a revolution, in a way, for a
Townsendite to say that. But I want to see this Townsend plan
enacted. And let's present it in a way whereby we can get it through.
After it is in for a while, we can raise that rate if necessary.

To make up for the loss in revenue that that reduction in tax rate
would bring, let us reduce the exempting sum of $250, which the bill
calls for, down to $100 a month income before it is taxed. 'Tlhe number
of taxpayers that that reduction in exemption would bring in would
have the effect of bringing in millions and millions of dollars. Because
it takes in a great part of our, population, those that are earning be-
tween $100 and $250 a month constituting really, I suppose, a half of
our population. So that would make up to a great extent for what
the reduction of the tax rate would cause.

But to be sure that the old people would get enough, a large enough
pension, let us do one more thing. Let us raise the ago at which
pensions are paid from 60 to 65 years. That would cut out a bunch
of people, and they would have to wait until they are 65. Most men
have saved a little and would be able to get along from 60 to 65 on
what they have saved. It wouldn't be so much a hardship on them
as on the people over 65. Because by that time the people have spent
what they have saved and they are much less able to earn anything.

Those three changes should so amend the Townsend plan that
anybody would agree that it would be a fine thing. It wouldn't
burden anybody to pay 1 percent on all over $100 a month that they
receive. It wouldn't hurt anybody. And it would benefit the mil-
lions that are over 65. It vould give them a just and equitable
pension, that surely the old people in this great Nation deserve.

Gentlemen, I certainly thank you for the privilege of coming before
you. And I hope that you will-well, let us paraphrase it a little bit
and say "Give us some bread instead of a stone" as the social security
law.

The CHAIRMAN. Thank you, Dr. Poston.
Dr. POSTON. Thank you, Mr. Chairman.
The CHAIRMAN. Mr. Davis? Mr. Arlon Davis?
You are not on the list, Mr. Davis, but the committee has been ad-

vised that you would like to be heard for a few minutes, and we can
hear you at this time for 5 minutes if that will give you ample time.

You may be seated if you wish.
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STATEMENT OF ARLON BARTON CYCLONE DAVIS, DALLAS, TEX.

Mr. DAvIs. Nir. CairnM, when I was assigned tile period of 5
minutes by your distinguislhed clerk, Mrs. Springer, sie laughed vocif-

erously when I said that I might be able to say more in 5 minutes than
soe others wouhl say in 5 hours.

The CHAIRMAN. I have no doubt that is so, 'Mr. Davis. Will you
give tie reporter your full name and , our address?

Mr. DAVIS. Ailon Barton Cyclone Davis,. 339 West Brooklyn,
Dallas 8, 'Tex.

The CHAIRMAN. You are a))earing for yourself, here, as a citizen?
Mir. D.vis. No, sir. I appear for 227 clubs of Friends of the Aged,

organized in that many (-)unties in the State of 'l'exa§ and for the
C. H. C. Anderson plan of $60 over 60 for everybody.

The ( ,AIRNIAN. Yes, sir. You may be seated if you wish.
Mr. D.AvIs. Mr. Chairman, we take the position that society owes

no greater obligation than under the generic law of creation it owes to
those massive mudsills of Amerieai civilization that builded society.
To those individual pioneers that builded the courthouses, the school-
houses, the capitol buildings, of 48 States of the Nation and set up the
grandest civilization on the face of the globe today.

As a basic assumptionn of the correctness of that, we have 48 "jumble-
ized" systems 4 old age assistance under the American status of States'
rights. We h: - likewise about 12,000 industrial )laits of social secu-
rity. The )o, '-ton House bill, 11. I. 6000, in the opinion of my ad-
herents, is neitli social nor secure. And I qi,,)ted, by reference, to it,
yesterday, in thu intemperate language that I use upon the stunmp in
all of tie States of the Nation, allege that it is asinine, idiotic, and
imbecilic. That might be out of erder in thi3 meeting, because I
remember that my father, while a Member of Congress at large for the
State of Texas, had much of his intemperate language expunged from
the record.

ir. Anderson's plan in brief-and I shall submit to the committee a
book written by him, autographed to you by correspondence hereto-
fore, his plan in detail-provides a system of $60 over 60 for every
individual, without qualification, investigation, or even application.
Names taken from the census rolls, to be paid to rich and poor alike.
It is feasible, reasonable, equitable, sensible, economical, constitu-
tional, and advisable, in the opinion of its adherents.

I have, and file herewith a telegram from Mr. D. R. Jameson,
chairman of tile membership committee of Friends of the Aged clubs
of Texas, authorizing me to substitute for them, or recommend the
substitution for them, in lieu of House bill H. R. 6000, this C. H. C.
Anderson plan. Likewise, Mr. Anderson makes tie same written
request duly filed with this honorable committee through me.

And if that has consumed the 5 minutes that I have been allotted,
I thank you very distinguished gentlemen for the honor and the
privilege of app carh-g before you upon this occasion in the interest of
downtrodden humanity. It is a pleasure to me to lift my voice
judge righteously, and plead the cause of tile poor and needy, as well
as every other citizen in America, under the Anderson plan, who
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would be amply protected, to begin with, for twice the sum, at about
half the cost of the present sot-up, because there will be no bookkeeping
necessary under the Anderson plan whatever, not even an application.

I thank you most sincerely.
The CHAIRMAN. Thank you very much for your appearance.
Mr. DAVIs. Thank you.
(The material referred to by Mr. Davis is as follows:)

(Telegram]

DALLAS, TEX., February 1, 1950.Hon. CYCLONE DAVIS,

Care Wright Patman, M.C., Washington, D. C.:
Cyclone Davis, Vice President and State organizer, Friend of the Aged Council,

operating in 227 Texas counties, appearing before Senate Committee, Friday, is
asked by us to have the Anderson plan substituted on House bill 6000.

D. R. JAMEION,
State Membership Committee of Friend of Aged 0,uncil.

DALLAS 8, TEXAS, January 26, 1950.Hon. A. B. CYCtLONE DAVIS,
Dallas 8, Ter.

DEAR CYCLONE: This is your authority to represent. me before the Finance
Committee of the United States Senate in its hearings on the hill pamed by the
lower House just before adjournment last year, H. It. 6000, a proposed amendment
to the social security law of the United States, you to propose for me the sub-
stitution of the Anderson plan for the aged after 60, to pay everyone after 610, $60
per month for life for II. R. 6000 and the present socialsecurity law as to the
aged and State old-age assistance laws.

Under the Anderson plan those eligible under it at 60 can be placed on the pay
roll without the necessity even of an application, being certified from tile vital
statistics records, which requires only one act in a lifetime for each person and
then checks would be sent 12 times per year. All money still holding on the
books for each person who has paid into social security to be refunded to him or
her and payments by employees and employers to be stopped and the pensions
to be paid from money raised each year by direct taxation and paid ty tile entire
people of the United States according to their individual ability to pay. All
welfare matters under present social security to be handled entirely separately
from old-age pensions either by the United States or turned back to the separate
States, The cost of the Anderson plan covering everyone after 60 will be cheaper
than to finance social security (for aged alone) as provided by H. R. 6000 and the
cost to the several States and counties as at present. It, would relieve the em-
ployers of a great nuisance which would be greatly magnified If 11. R. 6000 became
a law.

Sincerely your friend, C. H. C. ANDsaRSON.

THE ANDERSON PLAN FOR THE AIoED AFTER SIXTY

HOW TO JOIN THE NATIONAL "OVER SIXTY CLUB"--NO FEES, NO DUES-IT COVERS
EVERYONE-IS MORE ECONOMICAL THAN PRESENT PLAN

It Is an acknowledged fact that the present social-security system de not
cover nearly all the people. Anything that does not, is class legislation. In
the administration costs alone the present plan is very costly both to the United
States Government and to business. Even those who go'into it, get nothing
unless they continue to work for someone else until they are 65. Millions or
business and professional men, farmers and farm laborers, and many others are
not eligible for social security.

For 8 years, the writer was in the employment business in Dallas and knows
that it Is almost lmpos !hle to place a woman who Is over 35-years old, or a man
who Is over 40-years old, in any occupation that is now under socisl-security
benefits, once they become unemployed. Also, no one not in such a business
knows how much people move from place to place.
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My first circular on this subject was printed January 14, 1946. I sent it to
some executives of largo institutions ill the Middle West and their reactions
were very favorable. I also sent a copy to a man in an Eastern State, whose
opinion I respect, and for which some newspapers and many individuals pay a
large sum. In reply, he wrote in part, as follows: "Unfortunately, I am not an
expert on old-ago pensions, but it seems reasonable that the pensions and social
security should be combined into a single proposition as you suggest."

About August 1, 1947, 1 interviewed the personnel managers of 24 representa-
tive Dallas firms, in 17 different kinds of business, and with a total of 11,643
employees, an average of 485 per firm. The information obtained showed that
for beginner help the maximum age, employed in office and clerical jobs, was
32.6 years for males and 32.1 years for females. Twelve of the twenty-four firms,
with a total of 5,081 employees, and an average of 423 per firm, employed sales
help and the average maximum age for beginners hired was 37.75 years. Six of
the 24 firms employed skilled mechanical or graduate engineers, and the average
maximum age for new help employed was 47.3 years. Also 6 of the 24 em-
ployed warehouse help and the average maximum age for beginners was 43.3
years.

From the employment -service advertisements in a Sunday Dallas daily for
August 3, 1947, I obtained these figures: Average maximum age wanted for office
and clerical help was 28.75 years; for sales, 34.4 years; for skilled and engineering,
38.3 years, and for warehouse help, 39.3 years. Average for all four classes was
31 years. From these figures it is easy to see that this country is faced with a
condition, not a theory and something must be done on a permanent basis that
is fair and just to everyone and which will be a help in a business way, year after
year, and my efforts are based upon these facts, and I will spend my own money
and part of the remainder of my life, if necessary, to bring about a realization of
this plan, which I believe will be one of the best things ever to happen to our
country. I have accumulated so much interesting material bearing on this matter,
that it will require a book to list it all, so, as soon as possible, I will have this book
published, for the sole purpose of promoting this plan, but it will have some facts
and figures about our own United States Government that will not be obtainable
anywhere else in one place and will be very interesting to any person who is alive
to what is going on, and they will date from the First World War on through
World War 11, and will be interesting reading even if you are not interested in
what I am trying to do. This book will be sold for as low a price as possible and
should there be any profits they will go to further promote the plan herein out-
lined. If you want to be notified when this book is ready for distribution, send
us a penny post card, addressed to you, and it will, at the proper time, be mailed
back to you with price and delivery date of the book.

Old-age assistance, usually under State pension acts, is not administered so
that everyone-is benefited alike, and the cost of its administration could be elimi-
nated by the plan herein to be suggested. Old-age pensions (or assistance, as
sometimes called) has been made a political football, and its administrative costs
have amounted to a large sum, which under this plan would go direct to people
e.igible. When a law is proposed to sell more "booze" In any form, or for horse-
race gambling it is always proposed to devote a portion of the license money to
the old-age pension fund, to try und get old people to sell their birthright for a
mesa of pottage. Such propositions are disgraceful on the part of those who pro-
pose them and an insult to the aged people, for if they live past 60 they are usually
our most worthy citizens. Once this plan is adopted every one at 60 will get $60
per month for life whether he is a pauper or a millionaire, and that will be a con-
stitutional basis, fair to everyone. Also there is much injustice done in its admin-
istration, and a premium has been put upon idleness and shiftlessness. No human,
nor committee ef humans, can tell who is and who is not entitled to a State pen-
sion even under the p resent requirements, and it is the belief of the writer that
no State nsion law is constitutional that does not cover everyone, rich and poor
alike. I any rich mnn wants to turn his payments back to the Federal Govern-
ment, under the herein-suggested law, he would have that privilege, but we must
have laws that will n'it penalize thrift and sacrifice and put a premium upon indo-
lence, wastefulness and dissipation. Upon passage of the herein-suggested social-
security law, any State, to have Its citizens beneficiaries under it, would have to
repeal Its present old--%ge pension law.

A Federal law shoula be passed that will take care of both old-age assistance
and social security, In one act. This can be done in a law that will provide for
every American citizen, born in this country, and naturalized citizens who at
60 years, have been citizens of the United States for 16 years, a monthly pay-
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ment from the Federal Treasury, of $60 per month, upon reaching, not 65, butt the
ago of 60.

All the money which has been collected under tile present social-security law
has not been put aside, as in a savings bank, to draw out as people qudify for it
under the law, but the people will have to be taxed, as the Ieed arise.4, to supple-
ment any sum that has been accumulated. To even keep the records required
under the present law has required millions upon millions of dollars expenditure,
both by the employers and the United States Government, and only it portion
of our people will ever get any of the benefits. The administrative costs of both
employers and the Federal Government could go toward paying the monthly
paynients to those entitled to them under the new law, and not !now getting them,
and would not be wasted money as now.

Upon passage of the hereii-suggested law, all payments under social security,
already made and not spent in behalf of the person for whom they were remit ted,
would be refunded to the individuals for whom they were remitted to the Federal
Government by the employers.

In this country, vital statistics records are quite complete, and as soon as a
person became 60 years of age, checks could be started to that person, and the
saving in cost in organization, both in State and Federal Governments and other
administrative costs, and the savings in costs to the employers, the writer believes,
would pay the paynients for most of thlqse now left out of tile State pension and
social-security lists. However, no person who has nothing to spend is of financial
benefit to the business of a community, State, or Nation, and putting into tile
hands of each citizen of the United States of $60 per month, front the time that
person arrived at the age of 60, would stabilize businesR and would be profitable,
from a cold-blooded business standpoint, to al our country's business interests.
The United States Congress has more than once voted millions of dollars of the
taxpayers' money to make loans to foreign countries so that they could use the
money (our money) to buy from us. If that is good business, then it is also good
business to use the same principle to furnish our citizens past 60 years of age, who
have helped make our country what it is, $60 per month, so that. they can regu-
larly buy the necessities of life, and keep that money in circulation and improve
all lines of business. The suggested law would cover all citizens, rich and poor
alike, and all would benefit, and all should favor it. The present social-security
law, as it stands is not a good one, nor an equitable one. The following letter,
written April 11, 1946, by the Social Security Board was to a Dallas man, see
what you think of it:

"As you attained age 65 in 1943, you need to have worked and been paid wages
of $50 in each of 12 calendar quarters since 1037 in order to qualify for old-age
benefits. As you worked in employment covered by tile Social Security Act in
1937 and part of 1938 (he had quit because employer's ago limit was 60) those
wages will remain to your creditor the rest of your life. You have the privilege
in the future of returning to work in that type of employment and building up
your insured status. The Social Security Act does not rovide for a refund of
taxes deducted from your wages." Ile has no chance to ever get back even what
he and his employer put Into the social-security fund. In contrast with this an
article was featured in a publication In February 1946, which I will tell you more
about In my book, that gave an example of where a man died leaving a widow
and two children, and showed how she could draw some $11,000 more than he
had put in, to educate her children and under certain conditions could still draw
at 65 what anyone else could. ifow is the money obtained to pay this? To
join the over-60 club just send your name and address and date of birth on a
3 x 5-inch card or piece of paper, and talk up this plan, and write your Congress-
men and United States Senators about tile Anderson plan.

C. H. C. Anderson, 1014 South Cumberland Avenue, Dallas 8, Tex.
Phone M-3715. August 8, 1947

Writer above born March 18, 1878 at Carlinvillo Ill.; graduate of Blackburn
University of that place, in 1899. Built two Natlon-wide businesses of his own;
19 years with Sears-Roebuck Dallas store, most of that time as credit manager-
40 years in Texas; 35 years In Dallas. Pitched a tent on a west Texas homestead
(southwest Ector County), December 15, 1907. In employment business last
8 years, which was sold August 6, 1947; now in oil-property business, at above
address. lie Is opposed to any "cradle to the grave" social-eecurity plan, or
health or other crack-pot ideas along that lihe. He believes that no plan is right
that does not Include everyone, rich and poor alike,
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How AND WHY THE ANDERSON PLAN ORIGINATED

(By C. 11. C. Anderson)
On April 30, 1938, the age limit. of 60, for executives, severed my connection

with the T'alla, division of Sears. Roebuck & Co., which firm I had served for 19
yeais, more than half that time a- its credit manager. On August 7, 1939, my
wife and I opened the Anderson Employment Service and operated it. for 8 years.
Anyone who has not had such an experience does not know all the probleins of
the aged. nor how best to solve them. After 2 years in it, the problems of the
aged, which came to us daily, never left my mind, even at bedtime. I decided
that there must. be something better for the aged than what we had and I started
studying the plans we had and gathering facts and spent. a full year's time, over
8 years at it.
it my contacts I found that, 95 percent of the people I contacted, and some

Congressmen and some editors, did not know anything about tile details of the
social-security law nor the various State-aid laws for the aged and that unless
they did know what we now had, it. would be impossible for them to compare
the Anderson plan for the aged after 60 with what we do have and know how
nuch better the Anderson plan is. So I decided that all we now have and the
Anderson plan should be printed in a book, so that anyone could read all about
what we now have and compare the Anderson plan a:d see how mouch better,
simpler, and more economical the Anderson plan is: so early in July 1049 1 brought
from the press a 200-page book, (with cover page!, 201), the Anderson Plan for the
Aged After Sixty.

Twice in my life I got where I thought I had financial security for my wife and
myself for life, but each time the bottom dropped out, and I had to start life over
again, and there were a number of years during those two periods when I had a
chance to look ahead and see no security and I k mw just how old people feel when
they see no security ahead and do not know how they are to get by in their last
years. Now that the I.ord hass blessed me with certain security for my wife and
myself for our ol age, and I know what a good feeling it is to'have tlhat re~liza-
tion, I crave it for everyone and I dedicated the remainder of my life to trying to
get the Anderson plan into a Federal law. The peace of mind, alone, for millions
of our people i. worth all the plan) would cost, but it is better in every way, more
simple and more economical than what we now have or than what is proposed in
11. t. 6000, pased by the House just before adjournment in 1919.

I am not a candidate for any office, and there is no way I can profit from the
Anderson plan, except the satisfaction it will give me to know when I (lie that
every person will know that at 60 there is certain security, and that each person
will still be a free American citizen, with every right every other citizen has and
not bei under the slavery of such a law as we now have in some States, and if they
want to work and earn an extra dollar they are free to do so.

There is no sound argument that anyone can make that a pension should not
be paid to everyone, for everyone would benefit and everyone would hell) pay in
accordance with his or her ability. All persons would be refunded what they had
put into the social-security fund, that had not been paid back to them ill some
way and employers would be relieved of keeping multitudinous records, at great
expense and inconvenience. Payments won d not longer be deducted frot pay
rolls and all things under social security which are welfare matters would be hat%-
died separately, preferably by the States, and money needed raised by taxation.
The money for the pensions would be raised by general taxation each year as
needed. 'those under present social security will be taxed again to raise t he monev
topay them, when it is due. Thero is no cla- legislation il the Anderson plait
andit will b constitutional.

Senator WALTER F. GEOROM, JANUARY 19,1950.

Cliairman, Senate Finance Commiitee,
United States Senate, Washington, D. C.

)RAR SENATOR: I have just wired you the following night letter: "AP today
states Chairman George said, 'Pensions for everyone would niean abandoning our
whole present program.' Is it a crime to abandon something that Is wrong?
Hoover Commission recommended something entirely different and told why.
The Anderson plan advocates that and $60 per month for everyone over 60 and
that would cost less than to pass II. It. 6000, which would only cover part of those
over 65. Letter follows."



704 SOCIAL HECUIITY REVISION

I am s nllig you tomorrow a coipy of my hook, The Anderson Plam for ti
Aged After Mixty. Please ask your mecrenary to put It into viior Iatnds whio it
arrives. It will give you a lot of Important facts about, wlutt we n1ow have Anl
outlines my plan.

My plan would take the place of all old-age social security and Hints ald for the
aged; would wipe then out completely aid let the other things handlod undr sochd
security be turned back to the States, whose responsiuillty they are. .9tol all
payments by employees and employers. Pay everyone over 60, $60 per month.

Have been studyIng these things for 8% y(ars aull spent a full year's tione over
the first 8 years. I was InI the employment" lbusine s" for 8 years anid no lue who
does not have some of that experIence knows all tho problelms (f the Igedl nor bow
beat to solve them.

On my dek Is a copy of It. It. 6000 aid tile) rellrlt on which It I bans'll and I
have given a lot of time to it. I suggest that you again rend thi milaority report
and especIally the sllppleme t tW that by Carl 'r. CurtIs. Tley polit (IIt enlilgh
that Is wroiig with the bill and If It Is ever lias.l(d It will, Ira my olilorl, trirIt Iply
the United States 0overnminrt cost of adinlnimiration ly four arl! it. will tlen only
cover thlse over 05 alll olly part of then. It h., tli(snotrl of Irrglalrtritiel lItt
will require a lot of work ald It will take a trerridolls {,nill oli, of tlinr to flioiri,
for each emr~loyeo. I was with the l)allas dIvIsIoN0 of the world's harjp.it Mtoro for
19 years and I know what It will do to an empl,)yer Ira adrdd costsi lid trouble,.

Will yott please tell roe why 0nigresscarn never (Io imlythll11g .II a ilJ1] wly.
Anyone might have thought of &-plan like mIne had thy w nt4ed to, ftint, cri-vrs
everyone and reqlires not even an aphllclntloi or a plrsoii over (10 to v,t o10 t.1o
check rolls, one act ia a lifetime, frr each, (lees It, rtid thl srllrg of 12 lucks it
year does the rest. Thrn it is fair, no ill JiMtl(e,, I1t crookdliwes as now ixi|1
under Rtate aid. It will be crtittiorial arin will hot I)(, elns I,,ghatliol. 'raxi-m
Would ibe raised year ly year as r,,lded rid everyomie wouldl benlt arld evromi,:
would pay accordIrg to hils ability. Employers would be freely from nll" tIe
records they now have to keep, which would be greatly cormlh.eatcl bly alliirlg
11. It. 6000.

Kindly acknowledge the recelit of tIly book, Tiniks.
Yours very truly,

The CHJAIRMAN. Congressman Illatnik?
You may keep your seat there, Congressman, if you wish.

STATEMENT OF HON. JOHN A. BLATNIK, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Representative BLATNIK. My name is John A. Blatnik. I am from
the Eighth District of Minnesota.

The CHAIRMAN. You are appearing on H. It. 6000?
Representative B,ATN K. I am appearing on H. R. 6000.
The CHAIRMAN. Yes, sir. The committee will be very glad to

have your statement.
Representative BIATNIK. Mr. Chairman, I have a prepared state-

ment, which I ask permission to have incorporated in the record.
The CHIAIRMAN. Very well, sir.
Representative BATNIm. And I will summarize most of it, includ-

ing some detail which is also containel in the statement, in order to
save time.

The CHAIRSAN. You may put into the record your written state-
ment and proceed with your supplementary statement.

Representative BLATNIK. Mr. Chairman and members of the con-
mittee, I thankyou very much for this opportunity to appear before
you and to present my views on this broad and very important
problem of old-age and disability itwurance,

I have been very interested in this for a long time. It has been a
matter of great importance to those of us in northeastern Minnesota,
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where about 410 yvars ago we lmld a high porcontogi of our jiupiittionl
ini the young group, people who came' from tOlei'nt-e'rn hUtie ' Si tf's
and] fromr ~Arp to work in the ironi ore initien. We now fill() thieml
pple l4il growing oPild t.oi, bit the i'nine $ he. So I #fill coililit
that the problem in mtore nr'euituatmd rind empiinnizel in lily areat
Uhan in many other pla'en wliiri I litvo lhad tho lippolrtiiiity to ie,
Thlat pxpliun lily very dee'ju ititerl't in thim problem for (Ilule mnomo
yean

'I'1i re1Milt ig that., 1 W1i14 theP nu111li0i of Old-nge penniun bill 1I. It.
2135. There in a c'omnpanion bill, fill itlenfn'.ni bill, If. It. 2130O, whichi
Wan iiirodulCMll b I~lily C'ONIiti ie Mr H omner Aiugeil, of l'oe'tanri,
Grej. A rid iii I he Sejnte we! Ed S~.. 2'181 , int rodluced'l b, Ithe dintiri-
rin1 led Senator from 1"i0i1111 (Mi'. Pepper) tiand wi.veried of Ifin C-
P-IflIie ill tIM SM'nat I!.

I winh to go oil r1401r4, Mfr. ClItnireiaai, inl nupplrt. of at s.'oniffer'iini vii,
Hdequuite, and liberal Old-fige itenrion nysl 'ii for till Aienrientin whor
imV! reiu'lis.'l r'Liri'iii'it tige, fin d to mieggi'nt lhintlf i 1,1v rovimm oi f

Stich ac~tioni wolel,I feel, be inl the' entHt l'iN'lntn (Of 11001it 11,0011,000J
pen-onus whio aire ilow re.tirced, tw liadedi tional ,niliionn (of A l'erielimn who
wvill rech'l re'tire'meitt ii iii ye'rn toi comiel, and1 tot thel Aitivim eo p leu

I iolilvv' it i nor'if-vil ii~w I iiintI Iliei" i4 live'i for a nniforto, 'IiiI,

iniil ng riouf n , but I-i iii viidra Ic' ro1 I ll. f w ' Ii in, e 1

Ilivi', i-4 filltl dliig iiill IIII llii-ll'i ill. I I Iliiik it, i'4a I t e 1111o of F04u41.1,11
agreement,'u t Ihat iii f- 1041. iii jilmil piiJroleIm iii A ;ns.'mu'i i14 Ill I eci.
ialirnil iiici'Iiri ty a1111 Joivl'rt y c'onfrontiting fatthoem and1 Yiidtje'i of
Ami-'iv't it point, I lanot overi-inplui'e.

Onle of II timnt. Itragic 111111 dlllprenning 10111il'nribr'n kingv ex Veri-
el'nten thlat I go t hreiegh will'r I go find vinit toy oldI frilll- 1I 0li11
whjoi I renaflfw Iovivid~ly, no well, andl with Rnela naffection, at$ yoeeieg
iron-ore work'ern hvl'tun I' wa Itieog0I IHP' - and t0 91-1- t loin iyiiig ilel,
living onl charity, impjiortee 'fi purti by t heuir c'hildlrenti noun'Silna
frienIN andl relal iven, getting jiumi'ilinm which rantgei o ixi $7 at
month; andf never higher than $3'2 anid $10 at month. 'Ileme'l w'ekag
jit$I I looked upl tll old friend Of miine, 710 yearn oif "ge 11111 at verv fiiio
timnhs.r worker inl the( early tinoy%, I mnpl'uit. 2 yearnt with 1, n in 1 tjjir, it,
the Sujperior Nnttioniil F'orent%. And I xiow him living nonew ill bioehelor
qsenart.4'rs, an we "till then, in at lit IlIn vornbinintioe log anid isiorpapefr
cebit, ohuck in the north woulin. Andl I naked liy frirull, ''Wliit in
thme world would liapin to you if aiine' mortling y-ou eoJll fnot, ge*t fip,
and it wag muhwero weat her, u111 Il'ere ws'rp dieep mown, full you wi'ro
iii 0) emild1( not fill yoierns'lf?7'
Il ba hn mm t.'ephiorieo. '"Who iii the world would fit-Iit youl ouc?''

Awl the poor fellow meIre'ly nhimgged bfin nheollerg,
I nay, gentlemen of the oininiltte, andl Mr. ('airimn 'tlit it tustdle

me ushame~l to think that we', thei greatent and fins-Rt &fttrion in) the
world, with thin inanificnt nd untziumg capacity to piroduce, C'ail.
not take care of the agedl people who have contributed1 fivir abore
toward the ec'oncany of our PAount~ry in their dJay,

I Will 1Mt go in~to et~tiNtiCM, wich are ('onAiiiid4 in Ily prepINrcd
ntatemnl'rt, about the rapid and ctxmtifli Vrowth oif thu numnhjrm, of
the old in our Nation'tos tmicture, I thin nem pies as of thin 'lato in
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the census test indicate that that will continue to grow. Where to-
day we have 7.3 percent, or almost 11,000,000 people, over 65, by
1980, 30 years from now, there will be approximately 22,000,000
people over the present retirement age.

I feel that most Americans will today concede that the only real
solution to this problem of old age is a liberal pension system financed
and administered by the Federal Government. The'passage of the
Social Security Act of 1935 represented the acceptance of the thesis
that the Federal Government is responsible for providing security
against the economic consequences of old age; and House passage of
H. R. 6000, Mr. Chairman, reaffirms this principle of Federal re-
sponsibility.

Everyone agrees, I am sure, that private insurance schemes and
company pension plans are not the answer. Only a Federal pension
system can provide adequate security for our 0(ll folks, and I am
convinced that we have the answer in our LI. R. 2135, and Mr. Homer
Angell's 2136, which is the same a-, your Senate 2181.

Therefore, the issue before Congress today is, What kind of a
Federal pension program shall be adopted? That is, to determine
the type of a pension system best suited to providing economic
security for the old folks.

There is certainly no denying that the Social Security Act was the
major milestone on the road to old-age security. But it is only a
step in the right direction. I will briefly list what I consider the
inadequacies of the present Federal pension system.

(1) Less than 50 percent of all retired workers-and there are
about 10.6 million-are drawing pensions from any source. Under
our Social Security Act, I believe there are approximately only about
2.3 million persons that are receiving pensions. Another million
are receiving old-age assistance.

(2) No more than 60 percent, just a little over half, of all our
workers in our country presently employed are covered by the Social
Security Act.

(3) The payments are pitifully small and wholly inadequate. The
average monthly benefit from de(leral old-age and survivors insurance
is less than $26 per month. The national average for old-age assistance
is a little over $36 per month.

(4) Millions of our senior citizens are denied old-age assistance,
denied even this limited aid, because of Stat6 restrictions, such as
what I call pauper oaths. I regret to say we have an o(-age lien
law in my own State of Minnesota, called old-age lien laws. And I
can cite you case after case after case of a proud old farmer, who has
his own homestead, and who is asked to sign a lien and turn it over
to the State of Minnesota before lie gets his $28 or $32 a month.
They hold out to the very end, and only sheer emergency, usually
illness, will force them to sign over their o( homesteads, in which
they have spent almost half a century of their lives. They have
that attachment to their homes, their little bits of properties that
they have left.

(5) The present pension system I think can be very honestly and
easily characterized as a curious hodgepodge of Federal insurance,
old-age assistance, State pension plans, and company schemes. It is
an uncoordinated patchwork, giving less than 50 percent coverage,
and little protection against the insecurities of old age. If this is to
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continue it is going to be a major national problem . We saw a sample
of it when a large segment of organized labor last fall, involving half
a million workers, went out oil strike, where the primary issue was
not increases in wages but old-age security. My fati er was among tile
groul). 1 find my father, not to make this personal but to show that
our experiences with other people are carried right down to our front
doorstep, right into our very home and kitchen, is earning about
$2,100 a year, and lie and mother live a very simple life. Ordinarily
that should be very adequate for their needs, which are most modest.
But he told me when I was home 3 weeks ago, "John, if it was not for
what little help we have gotten from you, I could not make ends meet
for Mon and I alone." Ie said, "We were able to raise three children
in a depression, too." And that was when lie was out of work for
3 years, when I had to go to work in the CCC camps for 2 years, when
my brother and sister worked our way through oil the relief programs,
through college. "Somehow or other," he said, "we were able to
make ends meet at that time, but I can't do it now."

We have organized labor and we have the veterans with growing
demands for some sort of pension, and those demands and pressures
are going to increase, markedly increase, I believe, in the near future.
We have a variety of other programs. 'rie pressures and demands
from these various sources are going to grow by leaps and bounds in a
few years. I think our total costs, in very conservative figures, are
about $15,000,000,000 a year. And we have economists and experts
who have spent a lot of time on this, and I have spent a lot of time
with them, and I have been deeply impressed by the thoroughness
and the accuracy and the restraint that the economists and officials
and representatives of the Townsend organization in WAshington
have shown in going into this whole problem. They have pre-
sented the thing in detail. But I believe that they will state that
our costs today, our over-all national costs, for pensions, are about
$15,000,000,000 a year, both private and semiprivate, and State and
Federal.

So I think there is simple logic in the course of action which we
propose, which we hope will be incorporated in H. R. 6000. We
think it is the logical approach, the inevitable one. We think it is
no longer a question of "can we afford it?" I think we are going to
find out that it is going to be expensive not to incorporate our program.
I believe the need is for a pension of at least $100 a month. Just a
few years ago, it would have been unthinkable to make that proposal.
Yet it is accepted by many in the Congress of today and by the people
of America. Tie fact is that the Social Security Act., based upon the
insurance l)rinciple, fails to give adequate coverage. Even if its
coverage were extended to all workers, it would still fail to provide
security to older workers or give younger workers in the lower income
groups any real measure of security.

'he facts indicate, Mr. Chairman, that no plan based on the
insurance idea will provide old-age security. The way to finance
old-age pensions is through direct taxation, vhich is proposed in our
II. R. 2135 and the other numbers enumerated before.

There will be those who will disagree with our proposal to finance
pensions through a 3 percent gross income tax. I am not going to
take the committee's tune covering this question. It will be covered
by the statistician and representatives of the Townsend organization

60805-50--pt. 2-86
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hero in Washington. But I do say that if a gross income tax is
inacceptable, it is the duty of the committee to find a better sub-
stitute plan of direct taxation to finance old-age pensions. I am con-
fident that the principle proposed by our bill, of direct taxation, is
the sound one.

So I will close this testimony by urging from the depths of my
heart, with all the conviction withJin my limited means, that the
committee seriously consider this important matter of working out a
national old-age-pension system, to provide an honorable pension
system for the fathers and mothers of America.

I would be a most unhappy and disheartened person, if I had to
work for the Federal service, and approach some of these aged people
and hand them a check amounting to $18, $25, $28, $32, maybe as
high as $40 a month, and say, "Look, pa and ma. This is what you
are going to live on for this month." I think it would be easier to
commit some of those people to jail, give them a jail sentence, and
say, "We will take care of you in this jail for a month," rather than to
approach them with what I would regard as that most calloused and
cynical proposal, telling them, "Well, you must get along on $25 or
$30 a month," in this time of high living.

The grief and the sorrow and the concern that are so apparent in
these little homes where we find these aged people spending night
after night after night, waiting out the closing years of their lives,
may well be imagined, and I think that we must agree that they are
being treated in not only a most miserable but a most inhuman,
indecent, and unjust manner. We are asking these people to spend
the sunset years of their lives, the few hours that they have left of
their lives, in these circumstances. I cannot see how we in America
can tolerate any longer this most unjust and tragic condition involving
millions of people.

I maintain that it is the responsibility of Congress to take action
now to provide just and honorable pensions for our senior citizens.
You can count on my active and enthusiastic support in this Christian
undertaking.

Mr. Chairman, I thank you most sincerely for the very kind atten-
tion and the generous time accorded me this morning and my col-
leagues in behalf of the proposal.

The CHAIPMAN. Thank you, Congressman. We were very glad to
hear you, sir.

Thank you for your appearance and contribution.
Representative BLATNIK. Thank you.
(The prepared statement follows:)

STATEMENT OP HoN. JOHN A. BLATNIK, A MEMBER OF CONGRESS FROM TiE
EIGHTS DISTRICT OF MINNESOTA, ON A FEDERAL OLD AGE PENSION PROGRAM

Mr. Chairman and members of the Senate Finance Committee, I am grateful
for this opportunity to appear before you, and to present my views on this broad
problem of old age and disability security, This is a matter which has long
claimed my attention, and I should mention that I am the author of the old age

nsion bill (H. R. 2135), a bill which Is Identical with H. R. 2136, introduced
by my colleague, Mr. Angell, and with S. 2181, introduced by the distinguished
Senator from Florida (Mr. Pepper), and others.

I wish. to go on record In support of a comprehensive, adequate, and liberal
old-age-pension system for all Americans who have reached retirement age and
to suggest that the provisions of H. R. 2135 be accepted as amendments to if. R.
6000 at this time. Such action would, in my opinion, be in the best interests of
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the 11,000,000 persons who are now retired, the additional millions of Americans
who will reach retirement ago in the years to come, and the American people
as a whole.

It is now a matter of genlaral agreement that the most important problem in
America is the economic insecurity and poverty confronting the fathers and
mothers of America. This is a serious matter'today, and it will become more
pressing in the years ahead due to the simple fact that the national average age is
moving steadily upward. In 1850, for example, only 2.7 percent of our people
were over 65 years of age. Today some 7.3 percent or 10.6 million people are over
65 years. By 1980 there will be approximately 22,000,000 people over the present
retirement age of 65.

The growing problem of old age security is therefore the result of a social con-
tradiction-medical science has made it possible for an ever-increasing number of
people to survive middle age, but our society has failed to solve the problem of
their economic survival. Old age means that the individual is cut off from his
normal source of income. Either old age brings physical inability to hold a job
or it brings unemployment due to the hiring prejudices of most employers. Yet
human wants continue as long as life itself, even though the means of satisfying
these wants are denied to our senior citizens. Hence the solution to the problem
resolves itself into methods of providing income to our old folks In large enough
amounts to allow them to purchase the necessities of life during their declining
years.

Today most Americans will concede that the only real solution to this problem
is a liberal pension s stein financed and administered by the Federal Government.
The passage of the Social Security Act of 1935 represented the acceptance of the
thesis that the Federal Government is responsible for providing security against
the economic consequences of old age, and House passage of H. R. 6000 reaffirms
this principle of Federal responsibility. Everyone agrees that private insurance
schemes and company pension plans are not the answer---only a Federal pension
system can provide adequate security for our old folks.

Therefore, the issue before Congress today is what kind of a Federal pension
program shall be adopted-that is, to determine the type of a pension system
best suited to provide economic security for our old folls.

There can be no doubt that the Social Security Act was a major milestone on the
road to old-age security. But, it was only a step in the right direction. The in-
adeuacies of the present Federal pension system are demonstrated by the follow-i ng.aes

(1) There are 10.6 million persons In America 65 years of age and over, but only
about 20 percent of them are either insured or receiving pensions under the Fed-
eral system. A total of 2.3 million persons receive pensions under the Social
Security Act., and another 2 million receive old-age assistance. Even counting
those receiving civil service and Railroad Retirement annuities, Army and veter-
ans' pensions, and pensions and annuities from private firms and insurance plans,
it Is correct to state that less than 50 percent of all retired workers are drawing
pensions from any source.

(2) No more than 60 percent of all workers presently employed are covered by
the Social Security Act.

(3) Pension payments are wholly inadequate. The average monthly benefit
from Federal old-age and survivors insurance is less than $26 per month-the
national average for old-age assistance is a little over $36 per month.

In ny own congressional district there are some 6,367 recipients of old-age
assistance who today receive an average grant of $48.49 per month-a paltry
amount wholly inadequate to live decently.

(4) Millions of our senior citizens are denied old-age assistance due to the dis-
criminatory "pan per oaths" required bv many States as a condition for eligibility.
I regret to state that my own State of Minnesota has one of these outrageous and
vicious old-age lien laws on its statute books, a fact I admit with shame.

(5) The present pension system can be characterized as a curious hodgepodge
of Federal insurance, old age assistance, State pension plans and company
schemes. It is an uncoordinated patchwork giving less than 50 percent coverage
and little protection against the insecurities of old age.

Passage of H. R. 600, a bill designed to extend the coverage of the Social Secur-
ity Act to about 11 million more workers and to liberalize old-age pension and old-
age assistance payments would result in some improvements, but It Is not the final
answer. Such amendments are good In a short-term sense, because they will
bring some relief to our old people, but it is my firm conviction that any such at-
tempt to improve on this present system will not provide adequate security for
senior citizens.
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I maintain that Congress should make a fresh approach on the problem of old-
age security by writing the basic principles and provisions embodiedin H. It. 2135
into the House-passed H. I. 6000. Such action would guarantee to ever person
reaching 60 years of age and every disabled person . liberal pension adequate to
maintain a decent standard of living.

Simple logic indicates this course of action. It is now agreed that every person
deserves a pension, as a matter of legal right, of at least $100 per month. The fact
is that the Social Security Act, based upon the insurance principle, fails to give
adequate coverage--even if its coverage were extended to all workers it would still
fail to provide security to older workers or give younger workers in the lower in-
come groups any' real measure of security.

The facts indicate that no plan based on the insurance idea will provide old age
security-the way to finance old age pensions is through direct taxation. There
are those who disagree with the proposal to finance pensions through a 3-percent
gross income tax. I am not going to take the committee's time to argue this
question-this is an economic question to be decided by the economists. I do say
that if the gross-income tax is inacceptable, it is the duty of the committee tio
find a better substitute plan of direct taxation to finance old-ago pensions

There are also those who argue that "it costs too much" to provide decent pen-
sions for Americans. In answer to this argument I cite two established facts.
One is that annual assessments to finance security programs now in existence add
up to over $15,000,000,000. The other is that the estimated cost of providing
a pension of $100 per month to every person over 65 years of age, and to every dis-
abled person, would be approximately $12,000,000,000. In short, we would get,
more security for less money by accepting the basic principles contained in 1H. It.
2135 and its companion bill;. "

I close my testimony by again urging the committee to take immediate action
to work out a national old-age pension system to provide liberal and honorable
pensions for the fathers and mothers of America. Our old folks are living in

OVerty and want on the pittances furnished them now by the Government, or are
rced to depend on the charity of their children and other private groups unless

they are among the fortunate few able to accmuulate substantial savings during
their working life. It is a crying shame that our senior citizens, after spending
most of their lives laboring in behalf of society, have to live under these conditions
in the most prosperous country in the world.

I maintain that It is the responsibility of Congress to take action now to provide
just and honorable pensions for our senior citizens. You can count on my active
and enthusiastic support in this Christian undertaking.

The CHAIRMAN. Congressman McGregor? You may sit where
you are, if you wish.

STATEMENT OF HON. J. HARRY McGREGOR, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF OHIO

Representative MCGREGOR. Thank you, Mr. Chairman.
Mr. Chairman and gentlemen of the committee, my name is J.

Harry McGregor. It is my privilege to represent the Seventeenth
Congressional District of that great State of Ohio.

I think we all are pretty well agreed that the time has come to
adopt a sound pension system for the citizens of this country. Th
present social-security system is not the answer. It was hurriedly
conceived in a year of depression, 1935, and as a result it has been
subjected to patchwork revision on several occasions. In addition to
the major amendments of 1939, Congress on several occasions has seen
fit to authorize additional Federal funds for the relief of the aged.
H. R. 6000, which this committee is studying now, represents still
another attempt to patch up legislation vhich is basically faulty.

Let me give you just one example to illustrate how far wrong the
original social-security planners have turned out to be.
. The architects of the present program fondly believed that title II,

dealing with old-age insurance, would rapidly care for the needs of the
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overwhelming majority of the aged, and that title I, which deals with
old-age assistance, would gradually fall into disuse. 'Ihe entire philos-
ophy of the program was predicated on that assumption.

Precisely the opposite has come to pass. More than 2,600,000
aged persons today receive aid under title I, the charity old-age
assistance program. But only about 1,500,000 receive benefits
under title 1I, the old-age insurance program.

Moreover, those receiving insurance benefits receive only a little
more than half as much as those who are drawing old-age assistance.

I cannot believe that the amendments suggested in II. R. 6000 will
do much to remedy this situation. They propose increases in old-
age insurance which would average about 70 percent. In effect, such
increases would authorize insurance benefits averaging about $45-
and that is the average assistance grant today. I. R. 6000 would do
little more for the 2,600,000 on old-age assistance than provide them
with another dollar or two-but virtually all of this money would be
spent in the poorer States.

To put it another way, H. R. 6000 would simply perpetuate the
present system. The money actually paid to the old people would
remain at fantastically low levels.

I have said that we need a genuine pension system in America.
The people have shown they are ready for it. Organized labor is
talking in terms of $100-a-month pensions. Some 13,000 private
pension plans are already in operation. And there are separate
schemes for Government workers, railroad workers, policemen, fire-
men, school teachers, and so on. It is obviously a costly business to
operate so many competing and conflicting pension plans. I believe
the time has come to consolidate them.

The social-security program is not a pension program. It belongs
in the same category with relief programs. Benefits are geared at
ridiculously low levels. They are intended to be low. They are
based, quite frankly, upon subsistence levels. But a subsistence
payment and a pension are not the same thing, and the people have
demonstrated that they want pensions.

That is why I am here today testify in favor of the Townsend plan
for national insurance as set'forth in H. R. 2135 and H. R. 2136.
It is the only proposal I know of which treats pensions for the aged
in much the same way that we think of wages for the employed.

The Townsend plan proposes to pay decent pensions-between
$100 and $150 a month, to those who through no fault of their own are
no longer able to earn their own living. This is surely not too much
to ask. It is only humane to enable our elderly citizens to live in
modest comfort. But it is good business, too, because people with
adequate pensions will make good customers at the retail level, just
as workers with good wages are welcomed by all merchants.

I am firmly convinced that the Townsend plan-either as it stands
today or a modified form-will eventually be approved by Congress.
Indeed, it is interesting to note that many principles of the Townsend
plan have already been accepted, both in Government and privately.
Some States, for example, have repealed their lien laws, and others
have liberalized their residence requirements, thus approaching in
some measure the Townsend argument that pensions ought to be
paid as a right and not as a matter of charity.
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At least, one State, Colorado, now offers aid to persons beginning
at ago 03 instead of at age 05 thus coming a bit closer to the Town-
send argunent that pensions should begin at ago 60.

Organized labor's demands for $100-a-month pensions gives strength
to the Townsend demand that pensions ought, to be large enough to
represent a realistic approach to today's living costs.

The principle of variable grants, under which the Federal Govern-
ment would provide proportionately higher grants-in-aid to the
poorer States, and thus tend to make pensions the country-over more
uniform, meets with the approval of those who favor the Townsend
plan, for the Townsend people believe pensions should be the same foreverybody.Tioe current attacks on the social security reserve fund, coupled

with increasing demands that. pensions be paitl out, of current revenue,
is similar to the Townsend principle of pay-as-you-go.

All these developments indicate a growing ae&)ptance of the basic
program advocated in the Townsend plan. Gentlemen, I sincerely
believe that sooner or later we inuiiut adopt a universal pay-as-you-go
pension program covering everything and providing eqtal benefits
to all as a matter of right. Why don't we (to it now? Why wait
until the country becomes enlbroiled in complete pension chaoe?

I urge you, gentlemen, to give careful consideration to the Town-
send plan. I urge you to report it. out for general d(, baton and a vote.

Thank you.
The CHAIRMAN. We are very glad to have yoh, ('ongrogsian, and

we appreciate your appearance here.
Representative McGREooR. Thank you.
The CnAM1ANT. Has Congrosman flail reached the room?
You may have a seat., (ongressman, and proceed with your state-

ment.

STATEMENT OF RON, EDWIN ARTHUR HALL, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW YORK

Representative HALL. Mr. Chairman, as ono wiho has always ex-
pressed strong feeling in favor of increased benefits to our elder people,
1 am glad to appear before your connittee to testify in favor of 11. R.
2135 and 11. R. 2130.

It is my hope that such a measure will be soon reported to the
whole lHouso in order that 1 may have the opportunity of voting for
legislation I promised to fight unceasingly for when t first camtte to
Congress in November 1939.

During these past 10 years, the subject of adequate pensions for the
aged has become so prominent., I (tore say it is now the foremost issuo
before the country and the Congres.

A decade ago,'I can well recall, this subject, was considered in
hush-hush tones. It was taboo. Today, our citizens in all walks of
life openly clamor for its early acceptanco by Congress and more than
that, look upon us to make it a reality.,

In my opinion citizens who reach tie ago of 00 are as much entitled
to the benefits of our Constitution as those not as old. The right to
life, liberty, and the pursuit of happiness must not end at any fixed
point in life, so long as life suastAins.
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Unfortunately, 9 out of 10 persons find themselves without suf-
ficient iueans to survive when they reach their later years. Often
they cannot tinld employ ent, and are bereft of all income.

'lbis presents a most'forlorn picture and one which clearly points
out how much the senior citizens of this great land are deprived of our
Constitution's privileges, supposediv guaranteed to all people.

Of course, the argument is imnediately raised whenever a voice
speaks out. for pensions, that our Soeial Security System is gradually
being perfected and will take care of the rotiredl.

Tto be perfectly frank., I do not feel that social security will ever be
adequate the wa' it is now conceived. in the first place, only a seg-
meit of the people is covered. True, much progress ias been mnade ti
blantketing more and more under it. hut we arell lovilig too slowly.

referring hack to tle lil of Itiglts, all our people should be able
to expect equal basic treat ment. The pursuit of happiness ought to
be fair for all. You cannot limit. fundamental American rights to
a group lhere and there. ltespectable retirement. ought to be a
fuitlamemital privilege and it. ought to be available to all.

A univeisal old-age pension plan geared to the basic economy is
what tile citizens of tlie UTmited States should be able to look forward
to.

Why should John !,. ILewis rack the whip and gain $100 a inonth for
a handful of coal miners when millions of the rest. of Its are left. out in
the cold?

Why should a comparative few who hIppen to be fortunate enough
to work for Federal and State Governments enjoy comfortable retire-
ment while the great masses have no income a toer they leave produc-
t.ive employent?

Why should other pressure groups descend upon Wiashington,
calling vociferously for their followers to benefit. from piece-meal pen-
sioli pirgrains while there are still a majorit-y left. unaided after their
schemes are approved by congress ?

There is only ono answer to all these questions. We owe it. to
America to doiso a plai which assures every citizen the same oppor-
tunity to participate In a basic old-ago-pension phln.

Sinee the gross income tax proposed in Il. 1. 2135 and 11. R. 213t6
would gear the benefits to our basic national economy, and since it
would provide tile beneficiaries with an income level vhich in times
like the present would approximate the level that, the now studies of
the minimum wage have clearly shown to bo necessary for decent
living by individuals throughout this nation. Therefore, believe these
bills embody just such a plan. I am urging the adoption of this
proposal.

IThank you, Mr. Chairman.
,rhe CHUIMAN. Thank you, Congressman.
Is any other Member of tile house or Senate present. who would

like to b6 heard on 11. R. 6000?
Representative BLATNIK. May I inquire, Mr. Chairman: las

Senator Pepper been heard?
'1'he CIIAIRMAN. Yes, sir, Senator Pepper was heard yesterday,

along with Dr Townsend and other representatives of tile organiza-
tion. Senator Smith from Maine, Senator Taylor, of Idaho, and
Congressman Angell appeared earlier this morning. On account, of
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illn es in the family, Congressman Anigell was obliged to leave, but. lio
did appear and submitted a brief and it preliminim'v statement.
Senator Elmer Tho as was unable to be here, on account, of illness,
butl he will submit. a brief for the record.

Art) there no other witnesses who wish to bo heard at. this tine?
T0he CHAIRMAN. Since there appears to be no other witnesses pres-

ent, the committee will recess until 10 o'clock Monday.
(Thereupon, at 11:07 a. In., the committee recessed unt-il Monday,

February 6, 1950. at, 10 a. ill.)
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MONDAY. FEBRUARY 0, 1950

.NrIED S rATIS SE1N AT',
("N)MITTIE: ON FINANCE,

l'Wshin ton, 1). (".
Ihe conilitte' Itiet at 10 a. u., |uirsinit t o recess. ill R]oonu 312,

Senate office Building. Selator Walter F. Oeolge chairmana) pre-
siding. ]lenl:Senatlors t]orge. Byrld,.M \'yer..

Also present S eitator Will ians: 31"rs. lhizahlethi B. Springer, act iiii,
chief cle rk: and F,. I,. Fauri, Legisatie Reference Service. libraryof ('o1nres,,.

Th'Iie ('i..ui.'.i. x. Ve will come to order.
Mris. lattersoi, I believe you are the first wit ness this morning.

You are the editor of tile publication iof the Life In suramice Field
Force of Alie'ica ?

STATEMENT OF MRS. NOLA E. PATTERSON, EDITOR, LIFE INSUR-
ANCE REVEILLE, OFFICIAL PUBLICATION OF LIFE INSURANCE
FIELD FORCE OF AMERICA, ATLANTA, GA.

m rs. m.I'rEIsoN. I am the editor of the Life Im'amiamce Reveille, the
Official 11 nblication of the life insurance Field Force of America.

The ( AIIIM.. And you are appearing on 11. 11. f0)l,10.
Mrs, PIfr'Eus N. Y'es, sir.
The C1,\ .II.\N. On particular provisions in the bill
Mrs. PATT11SON. Yes, sir; the lelinitions of the word employeeee"
The 01,HM.AN. The committee will be very glad to have your

statement. I can assure You that, thought a number of the mtenbers
of the committee are not. present this morning, they will undoubtedly
read with much interest your statement as recorded. They can, of
course, read so much moreo rapidly than they can hear, and con-
sequently, with the pressure under vliiclh we are working, it is very
difficult to have very many uembe's of the commiteo come for the
oral hearings. They' may (rift in, however, during the course of your
statement. Anyway, we will be very, very glad tohear from you.

Mrs. PArrEitION. Thank you, sir.
In behalf of the menibers of the Life Insurance Field Force of

America and of life-insurance salesmen who are still inarticulate, I
wish to thank you for the privilege of appearing before your important'ommiittee.

The Life Insurance Field Force of America, a newly formed group,
is the only organization, on an industry-wide basis, of "ordinary"_
as contrasted with "industrial" or weeklyy prenmium-hfe-insuraneo

715



SOCIAL SECURITY REVISION

salesmen. Ordinary life-insurance salesmen are usually compensated
solely by commission.

I ama editor of the Life Insurance Reveille, the official publication of
the Life Insurance Yield Force of America.

I am here to discuss that segment of H. R. 6000, which refers to the
coverage of our members and of other life-insurance salesmen who are
Coml)ensated solely by commission. I shall explain what that part of
the bill should be passed as written and if you wish to verify the
truth of my statements, I ama prepared to furnish documentary evi-
dence upon request.

I1. R. (6000 contains four general definitions of the termi "elnllovee.."
Although our salesmen aire included under three of thle fourdeii
tions, only one of them will assure their coverage.

The first, definition which refers to "any officer of a corporation"
does not apply to our group.

The second definition, which refers to "any individual who. under
the usual common law rules * * * has the status of an employee"
does, and. has always, included our salesmen but, (lite to clever
maneuvering and misrepresentation on the part of emploveni, our
salesmen have been deprived of their rights under that definition for
13 years.

'flme third definition covers any individual whlo performs services
for remuneration for any peron "as a full-time life insurance sales-
man." You might. think that would take care of these people, but
no. The company lawyers even now are ready with the answer to
that definition. At. the annual meeting of the'Life Insurance Asso-
ciation of America-the association of life insurance company presi-
dents-held in New York December 15, 1949, Mr. T. A. Bradshaw,
vice president and general counsel of the Provident. Mutual Life
Insurance Co., relmrtedly asked this question when discussing H. R.
6000: "One technical point is, should you write your agency contracts
to distinguish between full-time agents and others?" With our sales-
men working on commission, finding business when they can, being
unable to lunch ia clock in their work, the "full-time" status could
be riddled easily by the home-office lawyers who are so expert in twist-
ing and confusing the facts.
Tie fourth definition which in effect repeals Public Law 642 is our

only hope. This restores in general the definitioi which was handed
down by the Sup reme Court of the United States in the Silk and
6ireyvan cases. It was this definition which definitely called for the
payment of social security taxes for our salesmen, which payment
was further avoided by passage of the Gearhart bill over the Presi-
dent's veto-Public Law 642.

I shall present in five parts the case of "ordinary" life-insurance
salesmen.
The first will deal with company opposition to the coverage of our

group by* means of misrel)resentation and sharp business practices.
The second will relate the connivance of the so-called National

Association of Life Underwriters, particularly here in Washington.
The third will recall to your attention the expressed desires of

these salesmen and an admitted attempt to counteract the truth.
The fourth will review the efforts of our salesmen to secure their

coverage and how their success was turned into defeat at the request
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of "insurance men"-but not the insurance mien whose coverage was
affected.

The fifth will describe the )lesent state of confusion which cries
for clarification by the prompt passage of H. It. 6000.

1. Company position: Coiimissioii-compensated life-insurance
salesmen have been largely dispossessed of their social security cov-
erage by l)overful interests since Jamary 1, 1937.

Upon the advent of social-security legislation, the companies in-
vented a myth in regard to the employment status of commission-
compensated life-insurance salesmen. These people who formerly
had been regarded as employees suddenly became independent con-
tractors or self-employed persons., according to company propaganda.
[lhe advantage-yea, tie distinetion-of being independent con-
tractors was pictured in glowing terms to the field force. Life-insur-
amce companies made biased and incomplete presentations in regard
to the employment status of their salesmen which persuaded the Treas-
ury Department against collection of social-security taxes for these
)eolle.

I quote from such a presentation made by one company in regard
to one of its salesmen:

There was no obligation onl his part to devote his full thne or any specilfied part
of his time to the business of the plaintiff. lie did not sell insurance exclusively
for the plaintiff. His compensation was determined solely by commissions.
No specifle territory was assigned to him. He was not given any instructions
relating to the details of his work, or to the manner of his solicitations. Ie
was free to use his own discretion with respect to the persons to be solicited,
the time and place of solicitation, the extent to which lie desired to travel in the
course of his solicitations, the means of travel and the type and amount of insur-
ance or annuity he attempted to sell. lie was not subject to the control or direc-
tion of the plaintiff as to the means and methods of soliciting the purchase of
insurance Ilicles or annuity contracts. Friedman therefore was not an
enlployce * * *.

Does an employee become an independent contractor if he works
more or less than a specified number of hours ? Or if lie is paid accord-
ing to the amount of goods sold rather than by the hour? Or if he
works outside of an office? Or if lie does a little work for someone
outside of his l)riliCipal elmployer?

With resl)ect to this last question, I quote from t'he compensation
contract of this man Friedman:

IX. The agent agrees not to submit to any other company proposals for any
forms of insurance policies or annuity contracts unless authorized by the
society-

The "society" being his company.
How independent is that?
In regard to the coiiipainys statement that "lie was not given any

instructions relating to the details of his work, or to the manner of
his solicitation," Mr. Friedman-or any other life-insurance sales-
mnan-could not escape instructions relating to the details of his work.
Ever" salesman is (ivemi a Ilianual of instructions setting forth in great
detail the rules anJ'regulations by which his work must be performed.

Freedom as to the persons to be solicited, the time and place of solici-
tation, the extent to which a salesman travels, the means of travel
and the type and amount of insurance or annuity he attelml)ts to seli
is inherent in such business. The company's contention is compar-
able to saying that a stenographer is an independent contractor because
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she is not instructed as to which pencil to use or what notebook to write
in or hat chair to sit on when taking dictation.

Life-insurance salesmen nmst go where the business is to be found
and, if the" do not find it, they get. no pay for their eliorts.

By contrast, let us examine the evidence of employee status which
wassubmitted in connection with three different companies by a sales-
man. In each of these cases the pre-social-secitrity complensation con-
tracts plevailed. I shall explain shortly how these diler from later
contracts which were offered by the coniimanies. Here is the evidence:

Manuals of instructions werte produced which demonstrated coil-
clusively that tile companies control ]low the work is to be done. All
business transactions by" the salesman must be performed according
to tie prescribed rules. on forms furnished by Ile companies, aild are
subject to final approval or rejection by the cinlt)anies.

Compensation contracts generally require the salesman to offer his
business to his own company. The company-r manager or general
agent-retains the right to alter conumissio n schedules, to terminate
tile contract with or without cause evenI though sulch termination
causes the salesman to lose substantial sums of nioney in tile form of
forfeited future commissions on business which ho 'had sold in the
past. This forfeiture of commissions is written into the contracts by
time companies and produces huge financial windfalls for them in eveilt
of any termination of contract, either by the company or by the
salesmlan. "

Life-insurance salesmen are required at times to mmke periodic
reports as to the number of hours spent in the field, the number of calls
made, interviews held, and the amount of insurancit sold. They are
given sales coures and suplervisory assistance. prodnlction quotas,
convent ion requirements, alit conveilt ion awards. Sakei; meetings aire
held for them, contests are staged anong them, and prizes given to
tile willners.

In some States-in ncst States, I believe, sir-the company secures,
pays for, and can cancel the license of Ohe salesman to represent that
company and can thus exclude him from ]is own business unless all-
other company will license him.

The company furnishes office and desk space, telephone, stationery,
sales materal,'business cards, and stenographic service., or contributes
to these expenses if time salesman operates away from the agency office.

Companies regularly offer to their policy owners and to the public
the service of their salesmen "without obligation," therefore free of
charge. The salesmen are required to service policies which were
sold y other salesmen wit bout corresponding comipensat ion. Imagine
offering and using tile services of physicians, or lawyers in this man-
iier if they were not employed by the compeuies.

Insurance salesmen are'usually required to furnish a fidelity bond.
Drawing accounts are frequently, extended to them, thereby increasing
management control over them.

Retirement plans and group insurance to which the coipanics
contribute are often provided for the commision-coml)ensatedI life-
insurance salesmen although companies'claim that these salesmen are
not employed by them. The salesmen can be cut off from their retire-
ment benefits 1 month before qualifying for them by cancellation of
the compensation contracts by the companies.
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Wages are paid to the salesmen by the companies, general agents,
or nianagers. not bv t he policy owners.

(Exhibit A, Reveille, Juno 1949, is as follows:)

SOCIALL SEVIURII'Y WAOI CIOEDIFrs-F3R COMtMIt5!t)N-t'MP.N8 Ti AtlNirs--low
TO ESTAUIIllI Ll UNiER WAlktltAitT LAW

Iase of Nola U. Patterson. Clainuant, Wage Barner, Case No. S50-43, Aet. No.
254--12-2121, Wage I)iscrei'aucy.

"Etwlosetl Is it copy of iy decisIon tit your case which Is that you were till
employee of the Nationial Life Insurance Company (Vt.) fromu January 2. 1930,
to April 0, 193S: that you were an employees of the State Mutual Life Assurance
Company of Worcester from April 1938 until March 1916): and that you were
anl etllployee of ithe Reliance Life Insurance Company of Pittsburgh from and
after March i11lt6. It Is ny further decisou that all payiitnts of remuneratlon
ie'eiveVd by yOU after 1911 frol aliy mid altl of the companies are wages credit-
able to your wage re'tord." Mr. Peter J. Hloegen. Referee. Federal Seturity
Agency. Social Security Adiuiistration. April 8, 1949. tiight page decision
attached.)

T oiltl sattoll ill each of the employment wai solely by cotuilssioll and
nione of tile above-mntioned coni panies had fullilled its tax-paying obligation
to tie Government. It Is inltrtail to note that it Is the responsibility of tile
Employer to pay its own share of tile Social Security tax and also to withhold
antI pay the employee's share.

Commission cotnliiensated life-insurance agents do not desire free Nwlal
Security coverage. They wish to pay their proler share of taxes and c cannot
alprctlte the failure of their elloyers 40 ischnirgo their duties in this direction.

Wage credits which were established prior to the enactment of Pumliic Law
612 by conitutssioti conliosated agents whose conpattles refuse to fulfill their
tax-paying obligations. list ie treestablished utler the restrictive criteria set
forth tit the new law which specifies thnt tie agent must be all employee under
tile ttstitl commlont-law rtles. Coituttission cotaleltsated agents who had Ilot
previously established wage credits ttnd whose conpa iles are not laying their
Sot-hil Set'itt\" taxes. mllst follow tile samte ir .etlare. This also applies to
general azetts whio are colttpettsate tl solely by tmlssioi.

Sttr\ivors of deceased agents ctlll establish their Social Security claims in the
sante way. Witnesses ma111y aplpar tilt behalf of tite wage earlner or his survivors.
Go to your nearest Solial Security FieId t1thle and tonplete Forn AC-)tI

"Itettaest for learitng" to establish employee status. lit titie titie you will receive
it notice settlng the tite 1itd iltice for the hearing. Ill the meantime, compile
youtr evidence to prove your employee statilUs. Listed below atre iteais of evidelltee
used in our stiec-essful effort to secure a favorable decision :

1. Show hal tile aucent Is gotl-letl by nittiterous ritles ttil regulations which
control how tile work is to Ie done. Produce rate boks adil nimlnis which
contain rules and re-tilhht ions ainl point out thaIt till bttsiltts. transactlots itilust
lie completed accordingly aid are then subject to final approval, rejection, or
aintt ntnu by the icottmpany.

"Publle Law 112 proviths that ii determtinint,: tite emUllloyer-employee relation-
shiut tlihe iltsal coIttotn law rules should be applied :- sa3 s the lleftre's decision.
"Genetraliy suth relatonllhip exists wheni tile person for wholl services are per-
forned has tlie right to control andtl direct tte itulivltlal who iletfol-iris tile
serves. not only its tile result to be iiecomplislhed ly the work bit as to details and
means by which that result is iaclonpllisted. That Is. lit eitmployee is subjett
to tlhe will alli comt0ltl of the etploytr not onily as to what shall lie lotte but
how it shall be dote."

2. Show ainy and till comtipetsatlon contracts tider which you were enitployd.
Point suct sllh thlatlses Which indicate that the agent nist devote efforts to pro-
cuirliti ipplitatlions for tite company. mst Ie governed by ecrtail rules and regut-
lations and make lwriotlie reports which may be required from time to time.

Clause planted i the tiontract dlsavwing emlployer-eiiployee relations do not
iretuttle an igtit front e-mployee status.)
Poiln iut -hu-,tt s Which give tlhe comnututty. general ageit or ntinager the right

to alter Ihe collll.ssoti schedutles. Furnish such aitmendments which miay have
be, ullmade thet-ellider.

loiltt out elauses which give the Comply, general agent or mnager the right
to teritlnate tle contract. itstally without eatise. atd provision for forfeiture
of tointtssioti otherwise pa.tille tiliot butsiniess previously sold by the agent.



720 SOCIAL SECURITY REVISION

"The right to discharge Is also an important factor Indicating that the person
possessing that right Is an employer" says the Referee.

3. Tell of reports which may have been required at times and show forms used,
If possible, in regard to hours spent In the fleld, number 'of calls, interviews,
sales, volme, and future prospects.

4. Testify concening sales courses provided by the company, supervisory assist-
ance, production quotas, sales meetings, contests, prizes, convention require-
ments aml convention awards In the form of expenses. Cite production clubs,
pre-grace notices to the agent In regard to prenunis due by policyholders. Show
Illustrative material in regard, to all matters when possible.

5. Point out that the company secures, pays for, and can cancel the license
of the agent to represent that company (show sample license) and call exclude
the agent from his own business by cancellation of the license unless another
company will license him.

0. Explain that the company furnishes office and desk space, telephone, station-
ery, business cards, stenographic service, etc.

"Other features characteristic of an employer, bilt not necessarily present in
every case, ire the furnishing of tools and the furnishing of a place to work1 to tile
Indilvidua who performs the service" according to the Referee.

7. Show sales material in which the company offers to its policyholders and
to the public the services of its agents "without obligation," therefore free of
charge, and without corresponding compensation by the company.

8. Report If the company, generalagent or manager does or will advance money
to the agent in the form of a drawing account, thereby Increasing control over the
agent ; requires him to service policies which were sold by other soliciting agents
without corresponding compensation; and requires him to furnish a Fidelity bond.

9. Tell of tile retirement plan provided for the agent by the company to which
the company contributes.

10. Point out that "wages" are paid to the agent by the company, general
agent or manager, not by the policyholders.

11. Cite Phoenix Mutual decision (Phoenix Mutual Life Insurance Company
v. NLRH, 157 Fed. (2d) 983, CCA (7), May 7, 1948, certiorari denied, October 18,
1948.)

12. Cite case of Nola E. Patterson, Claimant, Wage Earner, Case No. 850-0,
Acct. No. 254-42-2621, Wage Discrepancy, Federal Security Agency, Social Se-
curity Administration, Office of Appeals Council, Referee's Decision of April
8, 1949.

Mrs. PArr1.RsON. You can see that the myth of "independent coni-
tractor" fades quickly in the light of all the facts.

Life-inslrance companies moved stealthily and largely in uison to
eliminate insofar as possible all evidence of the employment status of
their commission-compensated saleseina. New compensation contracts
were substituted for old ones, In the new ones the words oempl oe
and "emiloylnent" were carefully removed and a clause inserted which
ran similar to this: "Nothling *contained herein shall be cotnatrued to
create the relationship of employer and employee." Many of the
niew contracts also imposed specific financial penalties qtpon tile sales-
man in the event lie should ever become an employee. I know of one
that includes an automatic cancellation of the contract with resultant
confiscation of future commissions if the salesman should ever be-
come an employee.

Contracts containing such coercive restrictions were not openly and
honestly consummated. They were substituted for old contracts and

given without choice to newly recruited field men without informing
the victims of the fact or the purpose of the changes. For example,
I quote from a letter received from an agent:

Thinking about these agency contracts has caused a small amount of day-
light to creep In as to why the New York Life Insurance Co. developed the
new contract to replace existing contracts for agents.
. This was a year or two ago and most agent Including myself fell for tIn
sales talk and accepted the new contract that was represented as being better
and forfeited the oIt contract.,

/
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I had a feeling that something under cover was taking place, but I could not
discover it. It now alppears that the conpanny wanted IriiiarIiv to have express
provision In the contract that no einldoyer-eilloyee relationship exists between
tei' agent 1lliid tlile v'oillpally alni to replace 'erthin laInguage Ili this convict lifil.

h'is express provision runs all through ny new contract whereas Ihe language
of tile old contract II Itself would establlish the einhloyer-eIlnllhiyee relat iolihip.

Here is a quotation from a letter written by another life-insurance
salesman in regard to the substitution of new Colllpelnslationl contracts
for ol ones:

The various groups were all brought into one ro, the door was closed, and
tlen the contract was described to thell hurriedly it glowing outline by the
manager. Hie read to us a descriptive booklet * * H fie dili not read the
contract Itself to us * * * io told us unequivocally that under the new
contract It was not possible for the agent to be fired.

Incidentally, that contract has a 7-day termination clause in it,
and without cause.

Ile said, "You don't have to take It, but you are a fool if you don't." The
sharpest kind of sheep psychology was used and all were asked to sign .the
contract on time spot, with no opportunity to study it. Approximately three-
quarters of them did Just that. The small percentage wise enough to refuse to
be taken In by this chicanery have been hounded relentlessly ever since. District
managers were told in effect to sign or quit. Since I understand this technique
was used In all agencies, the scheme was obviously worked out aud ordered from
time home office. To time extent that they had no choice time agency managers were
not to blame.

Company propaganda concerning old-age and survivors insurance
referred only to the old-age benefits as a rule in an apparent effort to
divert attention from the fact that the companies were opposing the
best interests of widows and children, the very people they were in
business to protect. The companies reiterated imaginary disadvant-
ages of social-security coverage and minimized, or ignored, tile
advantages.

II. Opposition by the National Association of Life Underwriters:
In their shameful scheme to deprive the field force of its social-security
protection, the companies were aided and abetted in every move by
tle so-called National Association of Life Underwriters, a company
dominated and controlled organization which las masqueraded for
years as an organization of life-insurance salesmen. This organiza-
tion admits to active membership the management personnel of the
field, and to associate membership any company official who cares to
joill, up to and including company presidents. The organization hias
lobbied in Washington for years pretending to represent the life-
insurance salesmen but actually representing, and controlled by, the
companies.

Company spokesmen holding high position in the so-called National
Association of Life Underwriters published in its official publication,
the Life Association News of August. 1947, page 1076, a statement
which an association representative made to the House Ways and
Means Comittee in Washington. In the statement we find this,:

This association is entirely Independent of the life-insurance companies. * * *
That is completely false.
Company domination of the so-called National Association of Life

Underwriters was shown in dramatic fashion when charges of unfair
labor practice were filed with the National Labor Relations Board
against 183 life-insurance companies and various company organ-
izations.
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(E4xhlibit 11, copy of charges, follows:)

EXIBIT 11

1JNITF.i STATES or AMEICA NATIONAL. 1,AttOi tEiArlHllioAlti)

OJIAHIGX AGAINST EMIA.YEII

I. 1arstiiilt it) Hectill 10 Mb of the National Labor HItattoa Act, the~ under-
signed thereby charges that i nmell of eijiloyer] fat I aihress of estililiioileiit --
street, city, State I emaploying niikitown mitiir workers Ini insurance indtust ry,
hasI engaged Itn and im elngagiiig Ilk unftair hlbor plaitives within t hie itiaiing of
section 8 (it) suseet tois 1i) aunt 12) of sid itc. In t butt

2. Int contjlunction with other emlployei'IItlltildstry', Iilt s itouiiniti'd, tuter-
fered with tinu fllrnlo11 or ndituotIMs ralltoll of, i1ti1l lutlit rIbuted ihi1tu01 uiildn mother
mlipport ito Natiounil Association of Lifo Undlerwriters anid Its tiffliated or stib.
HlitiariesH State andu local orgmui'liiiiuu which Joitly and severally const itute
labor orgatlli.tt is within the ineauultig of section 2 (5) (if the saul lilt.

By the above fliii by otla t-Is It , by its ohivers, emuployees, iuid igelits--
incltiling 'The Life Insurance As4ovlition of Antertia ;iiid Its iiriilcessol Asso-
elhion iof Life Inusurance Presidents; Aiiiiriu'au Life Conventlion; alili 1LIfe Instir-
a tir Agency 5mitigetnt Associaion tutid ptit predecessor, IAte tisiurnci S~alem'
Ib'search hinrean-ias tnt irfiri'i with, restr~ainied tutu 'oi'rlevii Its eloyeesu~ll'
in the expese of their rights it) seif-ogtii'atn itas guiriiiteed in secttin 7
of tit ued [iileit.

li undlersignled firliker Olrgl's tHnt mid unfair labor practices iare unfiitr
labtor' lractil's afftintg commerce within the moaning of sti li act.

pltieid witih sections i (f) (A), 9 (f) (11) (1I), aind 1) (g) of sIlli lalt 11H aillililieli,
ast evili'tem by lttter ilf collttiilllI0 ISSIMI'i tly (te DIi'rtment oft ILaibor ill
bearing code winnibr --. 'Tie tiuiiliil dixat l ied wilt till Si'cre'tiiy (tf htLbor
Is for til l usd1 yearl einiiig - A i'i'lt ttititi tills been i'll M ili till Natilluit
Labor Ittilatioas Boand lit aiccordancei' with section 1)i tf) (1i) (2) sltinlg tlio
meithodl emuployedi by tile lutoui lit fiuinisliug to tiill its iii'iibirs cop~iies of tMe
tiniiuutiuil ditta requlired' to be ill vilt the Secretairy Of Ilbor.

4. i'au't of thei otlicirg of the union lilts e'xecutditli on*('ouanuitt 11tl1hivit, as
reuilili'l by sectiont 9 (Ii) of the aet.

5. Upon tafottnt taniid belief, the national or international ilur orgiunt?.a-
tton of wliibh tbh organb.attott Is fill tiliate or conistitueint mit Ias uttso 10111
pile'd with wi'tion 9 (f), (g), nitd (ih) of the act.

6. Noii I'attersoti, 1P. 0. Box 1148, Atiiiitt (1), Gat., Wit 49)57; Ve 8678S.
7. [M~'il nuae of national or Iterna'iti onal taior orgoa.ao111 of Mitc'h it is tl

afiliato or constituent mtltt--ltlilrlss, street, e'it3, Mtei, teteitotli miidter. I
NoIA l'A'rr~soN, Ali Inudividual.

Sutihucribed attid sworn to before ine1 this - tiny of - 110-14. at Atlnta,. Gal., ast
trueo to tife best of de'ponenit's knlowledlge, Information find b'llef.

Board Agent of, Noturu I'abie.

AMrs. PATMRrtSON. Although 11o chutrgt's were filed ttgaiiist. the, so-
caliled NittioitialAssoejtjoilof Life iler~iiiwritets, coit~litv .jlk3Sit
in control r'aitdetd its tr'eastury foY~,OOt 4it~o 11tilI Will) CX

t l eprivedl the life-instAnice malesutei of whtt. was supipiosedt to
o t h

eir ow~n otgiuu'Aatilt ill ortder to retalill tile (Omltilly domniat ion.
ito mo-Caiiled Nat ioiual Associat ion of Life IUndorwritoers signed set-
tieiuti gieielit to~gethter witih 1:8 Iife-iilsuraitco COllplliits uitit
the Nat ional Latbor Relatioins Board ill will the a550l'itlti()II pl-oilisell
to stay out of tile labor field in tile ftittire. 'iThese ligreeiletts were
added July 27, 1949.

1 a111 leaving a Copy of that stateimeint 111d tile names of tile Cotul-
panlie that Nwere si gnatory.

The CHAIRUAN. D~o you wishl it to 'go into the record?
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Afl-'. l 1AT'r llSON. YetS, Alr. (lr1i 11n1n.Tile CjimiM,%N. It, .ay go inl tt this lpoint in your stntemiLot
(Tile material referreto is as follows:)

( Fromi Reveille, September 11491

UNITED) STArI4 or' AMIICIA, NA'I. LAOIU HEiAIATIONH IIOAiWi), TENTI! ]fItION

Ili the M ltter (f - , (amI' No. -

m 1"rIzI.m IN- T AIIE"M FNT

Trhe iundhersi4gnedq C olnlilly (herrehl llld fit- (Comptliny), The( Naionail Amso.

litin (if Life ltderwrlters, Ilud the llnlersiglleli teglonalil director for the
Nati onalil ilbor Iltelithm alrld (herein called the Regialll irl'tor lilid the
lord, rilmellvely), Iii sel entlelt oft lilhve 11111Inltel hereby liglv I1s follows:
Tile Comliny will lIo)s 11ledhitlely I conllpi~t'lI places I e, ach of lts aigelley

offices strll braiceh ollh'em, id mwilhittln for ait erhl of tit last sixty (60l) von-
smeclillve days froml the dalte of lIom~llag it copy of lhl algreeet, lalndl llolle to tlls

aigetlsti: It bellig illllh'l'lood Illi lilt extti oll of ih grell llll' lland i tlte postlng
thereof mll not co1Itle anly lulla11ll n hill tht le ('olllillly Involved or till
Ntlolmil A4sohlhttIii of J.lfe Uliii'rhrlloirIll hilly lllnilllt'r hims engiiged lit iivilahtion of flhe Nallhnill Labor lhliis Aet, its llnleltied, or thalt the( Nllomal
Atssocllllloll of Lilfe Unldehrwriters+11 Is fi at or llll fiiltlolledl 11 a hlbor orimiii

Izitio, or tlhat tiny IIlelllt'lll-lritIlagellts of tile (Colplalny lire eniployell&

NOTICE TO A(IENTa

li order to effet'lllite fli%' hioll't(' of the Nlltll111 1,llhor lehltions Act, the
(Coullmaly hereby nolilhti Its aigentls llin :

The o'ollllnly will n1ot retlogli'll 'he Nat hlilli AssioiaItbion of LUe Underwrlters
til tile representative of llly o f l Itagell fort l purlse of dt,lillig with It coll-cernig grleVlllltem, labor imptiiil, wages, rates of Ilay, hours of emIploymelnt
or other conllllont; of emlfoyment, Iiiid the C'ompanlly will ntot re'ognize The

Nuttlollil Asoelltoilon of J,le Udlerhi'wrlters or anl'ilt ll(i'stor thereto for lilly of
thlvelive rlllose.s, unlhess 11 1111111 t 'hie Natillil Assoctio of Life Under-
wrllers, or any sull'cessor there, 1l[li' cerllilled by the lllard itS tio bargin-
Ilng reilremItittl(ve of ils lgelnt.

Ilirlilill to fthe provilsios (if the Naliloillt Libor Ilelatlons Act, ts lthtllltIei,
tile COllllny will not (iiilllltillr hlterfl're witlh lhe fornato or alhllhlllrllloll
of a1y llir orglllilltiol of 1lity of Its agIs who art enlllloyees wiltll tle
meninlhg of snhl ANl, or conltribulte lllmlelal or other sulppoJrt to anly sulch orgatil-
zlitlo. provided thilt Illihlg hierelin "hall p'ivestl The National Association of

Life Ullerwrlters front futctloning I a lrofessioial organization nr prevent
the 'onlpulny from conibu'littig lliacl l or other upiort to the aitlviltles of
The Natlomi Amiuchlthon of Life Ullerwriters li the field of a plrofesslolil
orgaiizltion. Tie Naltionl Asmoclttoll of Life Uilerwriters agrees thlt itt noe
tille will It engage It lilt)' of tile llcttivtles r'ellervel' fl' franld followed by lhihor
orgail IlltlfoillH, as1 Fluell, which tire elll'acterhitle of ft% activities of titber or.
gtllldzailll witlllh the cfanlillg of exlstilg law ats dlltim hy the Nalt ill Labor

ellatloln iloard or by tle Courts of tile United States.
Pttrtiultnt to the proviulons of the National llhr Relailons Act, as blended,

tlhe l'ollliliy will not it any alllllllOr Ilterfero with, restrallll, or coerce illy of its
agents who iire enllloyees within the lnelling of mild Act, In tite exercilse of their
right to self-orgllillzilhtill, to form ltor orglniitllls, to Join or ilst labor
orgnilizatlons, to btit'igluti collectively through repremellative14 of their own ehoos-
lng, IltlI elgige lit llert'l lIlVlt [its for flit% pilrpose of collecllev balrgailnlng
or other lallltlll ail or lrotctiol. All much agellts hllve tile rlght to refrain
from ny or all of 1uch neilvlles. All mich iigeltls a free to become or-rentain
meellllrs, of anly labhor orgllln~itlall.

Till ltice must rellaln postedl for 00 (lays from tile date iereof, and ilist
iiot lie llteret, lefaced, or covered by aty other material.

Refisiul to 1iue comptltlnt.-Uipon the blis of tilis Agreeiment, the Itegloall
)i'ector sititll ie llle to 14t1' it Colillllit herein. A review of much clletloln hlly
lie oieliid pu'suant to Sellio 2M' 10oli f te (it)ules aflile hll the 10 tt'ru'fl BorildIt it rtilllltit for sameii Is filhed wlithin tell (10) diiys froml thillile hereof. Tis

00805-50-pt. 2- 87
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Agreement Is contingent upon the General Counsel sustalting the teghonl
]Director's action In the event of a review.

I'tijormaieitioe.-erfornitiico by the Conpany with the ternis aild provislois of
this Agreement shall commence Immediately upon reelipt by the ConpanY of
advice that no review has been reilUested or that. the (ellernl C'ooiisMi tils si-
talned the regional Director. The Company will notify the Regional director ill
writing within live (5) days, And Again After sixty (i)) days, from the re.elipt
of suih adIvice what steps the CA)mpany lils taken to omldy herewith.

TIl NATIONAr. AsMPoiATION OF ..1,19 UNIrERIuWaITIn IH.
By -------------------------------------------------(fit Attorney)

N ro .tolllllo Illy )B y ....................--.. --.........................

Itlitimoal Dlrivtor, teIll% Reglul

NATIONAL, LABORlI ]Rt.1ATIONS BOGARD.

Date executed --------------------------------------

SIONATItY COMPANIES

Tho 138 iife.inmurnnee comunittle. which sIglled tie settlement agrelne'ntR
drawn U by the Natlolnl Loahor Iteitions hoard And in whmm- ugenvy ai
braneh oll(is copies of the settlellt Agrt'~lenlt lllusLt Itt, postl for W0 tonset.-
tive days are:

Alliance Life Insurance Co.
Amerlean lospittl tid Life lnstrtnco

Co.
American Mutual Life Iusurmice Co.
American National Ilnsraince (Vo.
American National Inurance Co.
Amerlcan leserve Life Insurionee Co.
American United Life limiurtnee Co.
Atlantic Life Insurance Co.
'lt0 Ihltitiore Life Inisturanco Co.
lankers Life Co. of Iowa
Bankers life lIotsratce Co. of.Nebraskn
Ilaukers Mutual Life lnmurne Co.
hankers National Life Insurance Co.
llenetll I'ife Itst1n'ttc1 . Co.

lerkshlre Life Intsurance Co.
Ileston Mttual Life Insurance Co.
Business Men's Assuratce Co. of Amer-

tea
Callfornlh.Westorn States Life Insur-

alice Co.
The Canada Lifo Assurance Co.
'o Capitol Life nsuranco Co. of Colo.

radio
Carolina Life Insurance Co.
Central Life Assurunco Society (Mu.

tuai) of Iowa
The Colonial Life Insurance Co. of

America
Tie Columbian National Life Insurance

Co.
Tie Columbus Mutual Life Insurance

Co.
Connonwealth Life Insurance Go. of

Kentucky
Confederation Life Association
Connecticut General Life Insurance Co.

the ('oiuemlent Mitiu lift. Isuiriane
('0.

Contlinenthl Anwrhlnn Life Insuranco
('o.

Colntlieiitl Asstt'tinitv ('o.
Tht Crown lUift insurance Co.
Tie louiuiin life Asstitmice ('0
141irhlltll iIfe 11ll-lnl'velC (o.
I'llll11lr1 stlle Iltillil IIf Ilt1slrllv' C o.
Ti, .iimttlhtbl, 1,11'v Asttriilu Sot'ety of

tinu 1ntelhd ,tittes
1,'quitlilth Life, Insuairce Co. of D. C.
1jultable Life InStrance Co. of Iowa
The lolrliiers % 0h4ankers Lifo Itasuraneo

Co0.
Itriuteirs Aindti 'Trdles Ifo lsurlAneo

Federal Life Isurance Co. of IIlinols
The Idilltv Mlltual ife lnsl1ait1ee Co.
Fidelity Union Life Insltriineo Co.
generall Amerlcnu Life TnutinvCt Co.
Girard Life Insurance Co.

rent Anierihan ltestrve Insurance Co.
Tite Great-West Life Assuramnce Co.
(luArantee Mutual Life Co.
The hunardlan Life Insurance Co. of

Aluerlca
Gulf Life Insurance Co.
Home Ihlnttlclal Life Insurance Co., Inc.
Iforne Life Ingurance Co. of New York
Tle hlono Life Insurance Co. of

Ainerica
Home State Life Insuranep Co.
InilanpolIs Life Insuratce Co.
Interstate Life and Accident Co.
Jefferson National Life nsurnnce Co.
Jefferson Standard Life Insurance Co.

I
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John llncovk tlutimll Life Insurance
Co.

Kansa City Life I1iuiranCe Co.Keuurky (,tentrai lift, & AIcidlent ltslr-
lifIN' C o.

Kentucky H1olme1 Muluitl Life 111urance
Co.

The Lafoyeite Life Insurance Co.
]lnllr Life llnSirlllne {0).-liberty Life 1sUiI'illiv'O Co.

Liberty NationIIl Life Insuranco Co.
Life Ittid Clsulty liurtlu Co. of Ten-

Tifto 1111murance Co. of Georgil
The Life Insurance Co. of Virgihil
Th'e LUhiln Ntlllolal Life' Ilsuitrt'nv o.
Loyal i'roiective Life I lItlrollltt, Co.
The Manhattan Life Insurance Co.
The Mnnufacturers Life Insurance Co.
Massaclhusletts Mutual Life Insurance
C).

MetrollOili Life isuranlce Co.
The Mldland Mutual Life Insurance Co.
The Midwest Life Insurance Co. of No-

brasila.
The M11ii1esota Muttil Life Insurance

Co.
Modern Life Inlurance Co.
Monarch Life Insuratlco Co. of Mnsma-

biloU111ental Life Insutra ne Co.
The Mutunl leneflt Life Insurance Co.

of New Jersey.
Tie Mutunl Lifo Insurance Co. of Now

York.
Mutual Savings Life Insurantne Co. of

Missouri.
Mutual Trust Life Itimurance Co.
Natlonll lulty Life Ilsturauce Co.
Nalomil (uardiln Life InsuranCe Co.
National Life Insurance Co. of Vermont.
New England Mlit1(i Lifo Insurance

C(o.
Now World Life Insurance Co.
New York Life Insurance Co.
North American Accident Insurance Co.

of Il11eols.
North American Life Insurance Co. of

Chlcngo.
North American Reassuranco Co.
Northwestern Lifo Insurance Co. of

Seattle, Wash.
The Northwestern Mutual Life Insur-

ance Co.
Northwestern National Life Insurance

Co.

Occidental Life Insurance Co. of North
Carolina.

Ohio National Lifo Insurance Co.
Ohlo Stlate tife Inurancer Co.
Old Lino Life Insurance Co. of

America.
Pacillc Mutual Life Insurance Co.
Pan-Amerlean Life InsuracO Co.
The I'(l I severe Life Insurance Co.
Penisular Life Insurance Co.
The Pen1 Mutual Life Insurance Co.
PetUlsylvania Mutual Life Insurance

Co.
Phoenix Mutual Life Insurance Co.
Pl1lot Life InIslirane Co.
Provident Life and Accident Insurance

Co.
Provident Life Insurance Co. of North

Dakota.
Provhleut Mutua Life Insurance Co.
The Prudential Insurance Co. of Amer-

lea.
Puritan Life Insuratlce Co.
lllillce Life InIsurallco Co. of Pitts-

burgh.
lUepublie National Life Insurance Co.
leserve Loaln Life Insurance Co. of

'it'llis.
8viiitriil rlft Ilenlsurllce Co.
Sc1irlty Lift, and Accident Co. of Colo-

rlIo.#
Security Mutual Life Insurance Co. of

New York.
The Nervice Life I1slurance Co.
Slitniuiidoal Lifo Insurance Co., Inc.
State Capital Life Insurance Co.
The Slate Lifo IIsurirjico Co. of- 4i-

dhlana.
Stite Mutuil Life Assurance Co. of

Worcester.
Still Life Assurance Co. of Canada.
Suit Lfe Insurance Co. of America.
Texas Prudentlil 111suraneo Co.
The Travelers Insurance Co.
The Union Central Life Insurance Co.
Union Life Insurance Co. of Arkansas.
Ullion Mutual Life Insurance Co.
UIllt d Bteefit Life Insurance Co.
united Life and Accldent IIsurance Co.

The United States Life Insuraneo Co. of
New York.

The Volunteer State Life Insurance Co.
Western Life Insurane Co. of Montana.
The Wisconsin Life Insurance Co.
Wisconsin National Life Insurance Co.

Mrs. PA'rrs1SON. Conpany 5I)okeSluehn who were in control of the
so-called National Association of Life Underwriters openly boasted
of talking personally to various Members of Congres wihen the vicious
Gearhart jaw was being considered for passage. After we learned
and published the fact that these gentlellell were not registered with
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the United States Government as lobbyists, two of them quickly regis.
tered and a third promptly resigned his $25,000 position in the so-
called National Association of Life Underwriters. It was several
days before he could report to what greater position lie was to be pro-
moted by one of the giant companies.

You will find no record, I am sure, where this company organiza-
tion,.masquerading in Washington, as a representative of life-insur-
ance salesmen, ever attempted to secure social-security coverage for
ordinary life-insurance salesmen on a tax-sharing basis as emupIoyees.
Th aim and effort of the companies and the so-called National Assoei-
ation of Life Underwriters were to unload tile entire tax burden upon
the salesmen if, indeed, the field men were ever success ul in securing
coverage.

Although life-insurance salesmen are included into coverage in
H. i. 6000 as employees, by name and so labeled, here is how the presi-
dent of the so-called National Association of Life Underwriters-ai,
general manager of the agency in his company's home office build-
ing-is quoted-iii regard to it:

We are pleased, of course, to report to you that, without disturbing-
get this-
without disturbing your professional status or without disturbing your status as
an independent contractor, agents operating selling ordinary Insurance on a
commission contract will he Included li the new bill, they to lmy lif the tax, the
principal company which they serve, if they serve more than one, to pay the
other half of the tax.

I wrote this gentleman to ask if he had been correctly quoted. He
offered no correction.

We have no objection to the lobbying activities of these men so long
as it is understood that they are lobbying for the companies. We do
object to their masquerade as representatives of the life-insurance
field force.

III. Survey among salesmen regarding desire for coverage: After
the initial active campaign by the companies and the so-called Na-
tional Association of Life Underwriters to the effect that employee
status and social-security coverage we-e undesirable and wholly
shameful--except for company officials, et cetera-management per-
sonnel apparently was taken in by its own eloquence and developed
false convictions as to the success of its wicked strategy. Salesmen
had dared not to speak out in their own behalf lest the cancellation
clause in their compensation contracts be invoked with attendant
forfeiture of commissions which would work great hardship upon
their families.

The Life Agency Managers of Chicago were emboldened to make
a survey among Illinois members of the so-called Underwriters' Asso.
ciation in regard to their desire for social security coverage. Tile tab-
ulation showed an overwhelming vote in favor of inclusion into cov-
erage. A Chicago manager who is u national tr.i.tee of the so-called
National Association of Life Underwriters told me personally that
they could not believe their eyes wholm they read tle totals.
. Evidently.in an effort to secure a different result another survey
was made among the members of the national council of the so-called
National Association of Life Uhdeorwriters, which council is heavily
loaded with management personnel The result showed little varia-
tion from the llinois survey. However, still another effort wits made.

20
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The executive vice president of the so-called National Association
of Life Underwriters, submitted a questionnaire to members in Maine,
New Hampshire, Connecticut, Rhode Island and New York, but the
result there was also in favor of coverage. The over-all compilation
of votes cast in these three surveys was 81 percent in favor of inclusion
into social-security coverage. Incidentally, this is eloquent testimony
for the value of the secret ballot.

(Exhibit D, COIy of hearing by Senate Finance Committee on House
Joint Resolution 290. Copy of report of surveys on pages 91 to 98,
inclusive, is filed with the clerk.)

Ml. PA' rESON. No further surveys were attempted but the coin-
pany spokesman in control of the association moved to counteract the
telltale results. Boldly, they gave out to the insurance press the state-
ment that life-insurance salesmen desired to be included into social-
security coverage "but only if the act is extended to include the self-
employed." This carried the implicat ion that the field men considered
themselves to be self-employed and that they wished to be included as
such which meant that they would have to pay the entire tax.

An oflicial of the so-called National Association of Life Underwrit-
ers who gave out this statement to the press was questioned in regard
tothe"but only if * * *"restriction. He was forced to admit that
the agents expressed no such reservation and that it was added by theassociation officials.

IV. Efforts of life-insurance salesmen to secure coverage: In Sep-
tember 1940, Mr. Louie A. Shirley, of Macon, Ga, started a test case
requesting a coverage determination in regard to his employment as a
life-insurance salesman paid solely by commission. A favorable de-
termination was handed down in December 1945. This decision
opened the door for life-insurance salesmen to make individual re-
quests for coverage determinations. Many did so and, so far as we
know, all secured favorable decisions. Survivors of deceased insur-
ance salesmen applied for and were granted their benefits under the
Old-Ago and Survivors Insurance Act.

These facts were publicized by our group and by the Atlanta Asso-
ciation of Life Underwriters whose president at the time was a sales-
man. However, life-inwurance salesmen were discouraged by the
companies and the so-called National Association of Life Under-
writers from making applications for their wage credits. Many wid-
ows, children, and agedlost their protection as a result.

Fighting against powerful odds to persuade and convince these
people that they could ask for and probably establish their wage cred-
its, we were overjoyed when the Supreme Court of the United States
handed down its famous decisions in the Silk and Greyvan cae in
which the word "employee" was defined for the purpose of the Social
Security Act. There appeared to be no obstacle then to the inclusion
of these field men who had been denied their coverage for so long.
Even the companies and the so-called National Association of Life
Underwriters admitted that the Supreme Court definition served to
clarify and establish the eligibility of our field men for coverage as
employees on a tax-sharing basis. Regulations were being prepared
by the Treasury Department and it was reported that life-insurance
companies were setting up their books preparatory to the collection
of the social-security taxes.
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Sudaeniy, there were newspaper reports that Congressman Knut-
'son was stirring up aVitation with a view to restraining the Treasury
Department from collecting the taxes. He was quoted in the news-
papers as saying that he had received protests from insurance com-
panies that Government bureaus were extending the Social Security
Aet contrary to the intention of Congress and a great furore was
created about the prerogatives of Congress. It was immediately evi-
'dent that the fat was in the fire again. Congressman Gearhart intro-
,duced his House Joint Resolution 296 into Congress to restrain the
Treasury Department from collecting social-security taxes as was
-mandatory under the Supreme Court interpretations. Congressman
Gearhart later wrote a letter in which he said that his bill was intro-
duced "at the request of insurance men." You may test assured that
'the request did not come from the insurance men whose coverage was
in question.

As you know, the resolution was passed over the President's veto
(Public Law 642) and the status of life-insurance salesmen among
other groups of outside salesmen, was again thrown into confusion
and uncertainty.

Congressmen Knutson and Gearhart were promptly retired from
Congress at the next election by the voters but the wage credits of
life-insurance salesmen, compensated by commission, were canceled
out and the long road back had to be retraced if possible under new
and greater restrictions.

V. Since the passage of Public Law 612, our salesmen and their
families have been long suffering. They have been dispossessed of
their coverage for 13 years by the joint connivance of the life-insurance
companies and the so-called National Association of Life Under-
writers. The company spokesmen who have hurled the charges of
shame and humiliation at the field force have enjoyed the protection
of social security without protest since its inception. The House
Wags and Means Committee demonstrated that it has become enlight-
ene for in the report which it sent to the House together with .L R.
6000, we find this paragraph in regard to the third definition of "em-
*ployee" in the bill which refers to our field men by name:

The third part of the definition extends coverage to individuals who perform
services, under prescribed circumstances, In seven occupational groups. Your

-committee has designated these groups to assure the coverage of individuals
who fall within them even though such Individuals may be covered as employees
under other tests of the definition.
- Little did the committee realize how meaningless it would be to
include these people as "full-time life-insurance salesmen." However,
definition No. 4 will assure their coverage and you may expect to
receive the full force of company opposition to that definition. We
,therefore plead with you to be on guard against any effort to exclude
the fourth definition of the term employeee." I would remind you
again as I did in April 1948, that you gentlemen are not dealing in
legal technicalities only. You are dealing in the bread and butter
offatherless children whose protection depends upon ,our strength
0to withstand the attack from .people who do not object to social-

security coverage for themselves anji have accepted it without protest
j ,om January l, 1987.

The Cu Au . Thankyou verj'much, Mrs. Patterson.
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Is there anything else you wish to file for the record in connection
with your statement?

Mrs. PA'rFziSON. The exhibits referred to in my speech are all
included here.

The CAIIanIMAN. Thank you very much, madam. We appreciate
your appearance.

Mrs. PATrErtsoN. Thank you, Mr. Chairman. I appreciate the
privilege.

The CHAIRMAN. Miss Olive HIuston? Will you identify yourself
for the reporter?

STATEMENT OF MISS OLIVE H. HUSTON, EXECUTIVE DIRECTOR,
THE NATIONAL FEDERATION OF BUSINESS AND PROFESSIONAL
WOMEN'S CLUBS, INC., ACCOMPANIED BY GENEVA F. McQUAT-
TERS, DIRECTOR OF LEGISLATION AND WASHINGTON REPRE.
SENTATIVE

Miss HUtTON..Mr. Chairman, I am Olive H. Huston, executive
director of the National Federation of Business and Professional
Women's Clubs, Inc., 1819 Broadway, New York, N. Y., and this is
my legislative consultant, Miss Geneva F. McQuatters, 191 I Street
NW., Washington, D. C.

The CHAIRMAN. We are glad to have you both.
Miss HUSTON. Thank you, Senator.
In line with the committee's request, I siall confine my remdIrks to

10 minutes, and submit a statement further elaborating our position;)
which I should like included in the record. I sliall not take your time
to detail the thorough process by which our organization authorizes
and supports the recommendations which I make to you today. The
matter of social-security accounts has been of great interest to a large
percentage of our 2,800 clubs throughout the 48 States.

First, we favor extension of old-age and survivor benefits to non-
covered eml)loyments, because we feel that everyone should have the
opportunity of contributing to future benefits, regardless of occupa-
tion. Also, to ultimately relieve the 1)ublic-assistance problem, we
believe maximum coverage is necessary and desirable. Competent
experts have testified on this point, I am sure. We also favor the
raising of the amount of exempt earnings to $50, feeling that to both
minors and older persons work is beneficial and useful and should
not be discouraged.

I should like now to outline our specific interest in this legislation.
Our membership has among it many women who are heads of families.
As a matter of fact, nearly 20 percent of the women in the labor force
are heads of families. In 1946 of these feminine family heads half
were 55 years old or older. Almost 30 percent of the total labor
force is women. I ciW these figures to illustrate that a considerable
proportion of our population has not been considered in a realistic
light in the establishment of benefits. Although women as workers
have been contributing without regard to the fact they are women,
yet there seems an interesting, and in our minds, a distressing differ-
ence when the benefits are about to be distributed to the worker. For
example, some of our women have husbands who are disabled, or
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through no fault of their own are dependent for other reasons. They
may never have worked the required number of quarters under the
social-security law. They may have been self-employed or in other
noncovered employment. When a working wife reaches the age of
65, she is entitled to her own account, but she is given no concessions
for the fact that she has this dependent. Husbands are treated differ-
ently. They are given their accounts, and their dependent wives are

given 50 percent of their husband's primary benefits, in addition.
'The same situation exists between widows and widowers. We believe
workers' accounts are entitled to equitable and identical distribution.

We also feel that, instead of mother's benefits, the term should be
"parents' current benefits." The widowed father of small children
Often has even heavier financial obligations and difficulties than a
widowed mother. For, if a woman hans been contributing both fi-
"nancially and by her services to the home and dies; the widowed father
must replace not only her home service but he must do without her
financial assistance. We therefore feel that this situation could be in-
cluded if the term were changed to read "parents' current benefits."
It applies to fathers as well as to mothers when a woman has a primary
account and the father has the same conditions of eligibility.
. We are convinced that children are entitled to benefits from their

mother's account, since she was contributing not only her services as
a mother but factual financial assistance to the home. If a woman
has a primary account, we feel her husband and children are entitled
to receive benefits from it, irrespective of the exact proportion of
financial responsibility she sustained in the maintenance of her home.
At the present time the law is interpreted to provide children benefits
from the mother's account only, if the child was not receiving contri-
butions from his father or was receiving at least one-half or more
support from his mother.

We are gratified that tle House Ways and Means Committee saw
fit to leave the present retirement age for both men and women un-
changed. However, because it will again be urged by witnesses, we
should like to repeat our objections to the proposal to reduce the
retirement age, for women only, to age 60. We recognize the diffi-
culties accruing to dependent wives and their husbands in the present
administration of the act. We believe, however; that there are more
disadvantages 'to our group of women than advantages in any pro-
posed reduction of retirement age, even though it be on a voluntary
basis. Economic facts tell us that the life expectancqt of both men
and women has been continually extended. Women s longevity is
estimated to be at least 5 years longer than men's. It would therefore
appear that people should expect to work to a greater age than a lesser
one. If a working women were to retire at 60, the social-security
fund not only loses the extra 5-year contribution she would make if
she worked until 65 but it must pay her 5 years longer. This is
certainly an actuarial factor in the insurance program. Of course,
to permit dependent wives to retire at 60 without making some provi-
sion for the working wives or the working single woman would be
manifestly unfair. We would just as vigorously protest any such
proposal.
. Lastly we feel that if this fund is set up on a business-like basis--
and we sincerely, trust that some wayvill be worked out so that it can

.1/
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be-that there is great inequity to the working married woman in the
present system of payments. At age 65, her husband also being eli-
gible, she receives her own account or 60 percent of her husband'g,
whichever is greater. The dependent married woman automatically
receives 50 percent of her husband's account. Some recognition should
be made for her financial contribution which the married working
woman has made to the fund, as well as the share in the husband s
contribution, which a wife is assumed to have. Our concept of
marriage as a partnership, whereby the parties share the responsi-
bilities and benefits, would lead us to make the following proposal,
which is new, yet not startling, if examined on the basis of our modern
life.

We propose that at 65, both I)artners being eligible, each should re-
ceive their own account plus 50 percent of tie husband or wife's,
whichever is greater. It is only by some such plan that a true return
can be made and sufficient incentive be offered to stimulate all indi-
vidual's best productive efforts in our economic system. It may be
necessary to provide a basic floor of "something for nothing-or very
little." How much better to encourage individual effort by returns in
proportion to the contribution made. Thirty percent of our labor
force is women, gentlemen-a vital and not to be overlooked proportion
of our national economic system.

We are grateful for the privilege of presenting the views of a sub-
stantial group of working women. we sincerely urge our recom-
niendations be considered, and hopefully, acted upon.

Thank you very much.
The CHAIRMAN. Thank you, Miss Huston.
Do you have an additional statement?
Miss HusToN. We have a complete stateileent to be filed, Senator

George.
., The CIIARMAN. You may file it with the reporter or with the clerk,
and it will be entered.

(The prepared statement referred to is as follows:)

STATEMENT OF TiE NATIONAL FEDERATION OF BUSINESS AND PROFESSIONAL WOMEN'S
CLUBS, INC., B1 OLIVE H. HusTON, ExFcUTivm DIRCi"roR

The National Federation of Business and Professional Women's Clubs, Inc.,
after careful consideration and through its regular democratic processes, has
arrived at certain opinions In relation to social security which we would like
to present to you today.

We are not commenting on H. R. 0000 In its entirety, but have confined ourselves
to several specific points which we have studied at length, because they are of
basic interest to us.
* The 155,000 members of the national federation are actively engaged in bus-
iness and the professions. Therefore, it is only natural that we approach the
matter of old-age and survivors' insurance from the viewpoint of the employed
woman, the woman who Is head of the family, or a major contributing factor
to it, economically. We have weighed the provisions against the direct effect
that they have on us. Most of the recommendations we wish to make are of
more direct benefit to men than women, but are all in line with our policies of
fuli-citizen status for women in proportion to their actual rather than theoretical
responsibilities.

When the Social Security Act was written, apparently there was still some
question as to the percentage and the permanency of women "gainfully em-
ployed." The traditional assumption that men are the support of the family
unit, and that, in the main, women who work are single and have no dependents,
was used. When tihe number of working women increased sharply during the
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war period, it was taken for granted that a large proportion of them would leavo
the labor market at the termination of the emergency.

In the light of preseit-day statistics, certain revisions in old-age and sur-
vivors' insurance seem indicated. Today, almost 80 percent of the total labor
force is women. Of this 80 percent, approximately 48 percent are married; 17
percent are widowed or divorced; 34 percent are single. Eighty percent of the
working woifen are employed for their own and other's support, nearly 20 per.
cent being heads of families, a large percentage of which consists of two or more
persons. A point of further interest is that in 1940 almost half these feminine
family. heads were 5 years ol or older.

A redefinition of family relations, taking into acequnt the financial responsi-
bilities of women and their economic contribution to family life, is necessary.
There has never been a money value set on the services of women in the home.
Yet, it would appear that, if we are to be equitable, there must be some standard
established whereby the intangible contributions as a wife, homemaker, and
mother can be evaluated. This need exists whether a woman devotes full time
to the home duties or spends part of her time outside the home In gainful employ-
ment. Several of the problems in relation to women's aceunts can be seen to
have direct bearing on this nebulous and undefined status of women.

. EXTENSIONS

We favor extension of old-age and survivors' benefits to employees of non-
profit organizations, to employees of States and their subdivisions, and to the
self-employed, as well as the various classiications not now covered, such as
domestic and farm labor. We feel that everyone should have the opportunity of
contributing to future benefits, regardless of occupation, and that to ultimately
relieve the public-assistance problem maximum coverage is necessary and
desirable.

r. EXeMPT EAaNINOS

We favor the raising of the amount of exempt earnings to $50, as proposed
In H. It. 6000. It is, we feel, benellcial for children to have the discipline
and challenge of work experience, provided it does not Interfere with their
health or schooling. Under the present standards of pay, many such avenues
are closed to those minors receiving benefits. Also, the therapy involved In an
older person sustaining his or her usefulness by pursuing some part-time
remunerative creative occupation has been proved to be psychologically Im-
portant to their welfare, and we feel that a maximum of $50 Is more in keeplq
with current conditions.

MT. ZQUAWrATION or BMnT

We believe that an account Is established by a worker, and, upon his or her
death, should have equitable and identical'distribution to beneficiaries.' Hus-
bands and children should share in the benefits of a woman's account at a
proportionate ratio to the contribution she has made. H1. I. 6000 does not
provide benefits for even disabled husbands, as the original H. R. 2893 did.
It also provides no benefits. for husbands who iVay be dependent for other
reasons, or who have no account of their own. We would, therefore, provide
a. husband's and a widower's benefit. This would then give the husband, if
he has no account of his own, 50 percent of his wife's benefits on the slme basts
through which dependent wives receive benefits at this time. Or, if his own
account were less than 50 percent of his wife's account, he would receive the
difference as Is now true of wives with primary accounts of their own. For
the same reasons, we believe that a widower is entitled to the benefit that
widows now receive, if his primary account Is less than three-fourths of his
deceased wife's, or if be has no primary account of his own.

In considering mothers' benefits, a term which we feel is more judicious would
be "parents' current benefits." A widowed father of small children often has
even heavier financial obligations and difficulties than a widowed mother.
For if a woman has been contributing both financially and by her. services to
the home, and dies, the widowed father must replace not only her home services
but he must do without her financial assistance: We therefore feel that the
term "mother's benefit," as set up in H. R. 6OW, should be changed to read
"parents' current benefit," and apply to fathers as well as mothers when the
woman has a primary.account and the father ban the same conditions of
ejlglbllty.
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IV. on[LDRuRs nEITr

We would like to see the point clarified In regard to children's benefits. H. It.
6000 provides that a child or children may receive benefits from a deceased
pareat if that parent were furnishing at least one-half the amount of the
children's support. We feel there should be a very definite evaluation as to
a mother's services in this connection. A mother may have been contributing
less than 50 percent In actual cash, but even though she may have employed
assistance In the home, she still has home obligations which would have to be
replaced. If a woman has a primary account, we feel that her husband and
children are entitled to receive benefits from It Irrespective of the proportion
of financial responsibility she sustained In the maintenance of the home.

V. B MUv7M'ON' OF P~RiTFRNT AO.

We were gratified that the House Ways and Means Committee saw fit to leave
the present retirement age for both men and women unchanged. However,
because It will again be urged by witnesses, we should like to repeat our objec-
tions to the proposal to reduce the age. for women only, to age 60. We have
taken carefully *nto'06 f titte reasons for this recommendation by both the
Federal Security Agency and the Social Security Advisory Cournell of the Senate
Finance Committee. While we recognize the difficulties accruing to dependent
wlvei kiid their husbands In the present adfnstraton, we believe that there
arei tore disadvantag? to our group of women than advantages, in the proposed
cbli ge. Our first obijctl6t.' is based partially'gn economic facts. The life
expectancy of both men anre wolen'has contlnuoi ley been extended. Women

care estimateJt? live dt least df years longer than ?en. It would, therefore,
appear that thegeneral popVlntion sbbhad expect t6,'work to a greater rather
than a lesser agdthan at f36ent. a f. ,

We understand that dependent wivo wold receive 50) percent of their husbands'
retirement undorlths new proposal, Is they do at present. However, it has not
been made clear wont the retirement amount at age 60 would be for a woman
with a primary tcdount of her own' At ha%*been said tlht the intent Is to give
her the same all6vilnce 0t 60 as a e woiuldtreceive at 65. ! To us, this is econom-
Ically unfeasible. 'The *oeiil k'urity fund not only lbses her extra 5-year
contrlbtUpn but aeo' fd n, to longevity tables, benefitS must be paid her for
an avirageAf-4, .ears long al-.-',tp. In this co!tnectlon, that over half
tile wo ln labor forlee ard years of' ge or ov&. In the past 7 years
the number of wondu In thdopalatt n 45 to 6 'ears of #ge Increased 16 percent.
Howeve, the nhtmber of women workers 45to (4 Increased 51 percent. Tis
statistical. trefid will thus assume greater importance In the future as an

' actuarial factor In the old-ag, and survlvprs Insurance program. We recognize,
'kof course, that to permit dep dent wlves to retire at 60 without making some

#rovlslon for the wvrkIng wife or the working slhgle woman would be mani-
fstly unfair and ibequItable,,ad we would Just aS vigorously protest any such
problosal. 4-'

A send, and very basic opJectlon, is thati,although this would be a permis-
sive retirement, we believe that time s~tiilg of this age by the Government
would estifblsh a dangerous pattern for private business, both in its own
penal'on funds fftla te.im"anm $ a t0 retirement age which It may set. Our ex-
perience has been that If women are able to work up to the age of 60, the
chances are that they will be able to work beyond that time, certainly as ably
as men. Therefore, we strenuously object to any differentiation in the retire-
ment age between men and women, and we do not favor reduction to age 60 for
either men or women. If there is to be a reduction, it should be for both
sexes, but we believe the present age of 5 is fair to both sexes, and In view
of increasing longevity, much more realistic.

V1 ADJUSTMENT OF MARRIED WOMEN'S DMENEFITS

The final problem Is one to which no solution has been proposed, to our
knowledge. At the present time there is no recognition given to the married
working womnn who has a primary account, if that primary account, Is less titan
50 percent of her husband's. Upon reaching the required age, she receives
merely the 50 percent which is what she would have received had she never made
any contribution to the social security fund. There are other places In the
fund where It sp.irs that benefits are computed on a basis of, and in proper.
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ton to, the amount of contributions made. We feel, therefore, that this prin-
ciple should be carried through Into this area.
. It would seem only Just that there be sole return to a woman with a primary
account of her own for the contribution sie has nade. it her role as wife
And homemaker she is entitled under our Interpretation of community property,
to share in the benefits of her husband's account because of her contribution to
the family life. However, she should be entitled to an additional benefit
because of her own financial contributions. 11er husband, too, would gain
advantage from this plan, because of a larger combllined benefit for the two of
them.

We therefore submit the following proposal, this helng predicated upon the
committee's acceptance of the equalization of benefits of both husbands and
widowers; that at tile age of 05, the husband and wife both being eligible,
each shall receive their primary benefit, and the one with the lesser benefits
will receive 50 percent of tile larger.

I should like to state, li closing, that our organization has cole to these
toncltslons only after long and thorotngh consideration. At several national
uieetlgo In tle past few years, representatives of State federations and clubs
have expressed concern over the hardships ntelnbers were experiencing In the
present operation of the Social Security Act.

Discussion and study has been carried on throughout mlany of our 2,400 local
clubs. In 1048, at our biennial convention, with aproxihllately 3,000 business
and professional women present, the following plank was added to our legis-
lative platform; "Support of a donestie policy for removal front social security
laws of Inequalities In regard to sex and classification.". In 1040 at our national beard neting, It was changed for purposes of clari-
fication to read. "Extension of social security laws to noncovered elmployments
and removal from social security laws of Inequalities based Oil sex."
. In line with our legislative policy, tile steering coluniittee, composed of legal
and federation experts, Investigated the new proposals and authorized those
which we have presented here today.

We are sure the committee will recognize the thoughtful attention which has
been given to these problems and respectfully solicit Its careful consideration
of our reconlendations. We are confident tit tile effect of this legislation
on a large and economically important group of citizens will at onee be apparent
to you, and that you will appreciate the necessity for remledlal action. We
thank the committee for Its courtesy in permitting us to present our views.

(The following letter was sublitted for the record:)
CUoAeo, IiL., December 28, 1949.

Hon, WA.T=n F. Oxosen,
Washisgion, D. 0.

Sils: As you are the chairman of tile Senates Finance Committee which will
call hearings early itl January on the House bill covering social security, I am
taking the liberty of writing to you to call your attention to the pledge of tile
Democratle Party in their platform to reduce the retirement age of the wolell
of this country from 05 years to 60 years.

It seems that the administration from tile President iown the line has coin-
pletely forgotten about this pledge, and the recent report of the House Ways
and Means Committee made 11o mention of It whatsoever. It Is, therefore, hoped
that you will do your utmost to put this matter before the Senate Finance Com-
mittee in an effort to make the retirement age for women 00 years.
I When a self-supporting woman In this country has the misfortune to beconle

unemployed even at tle age of 451, it is extremely difficult for her to gain em-
ployment at a remunerative salary, and with the high cost of living, excessive
Federal taxes and all the other taxes, there Is little left to lay aside for a raily
day.

The women of the country are not going to forget the pledge made during
the last Presidential election to reduce the reti'ilg age from 65 to 60 years
and If the Senate Finance Committee does not take the necessary action now,
it I time for all the women's organlhations it the country to band together and
select candidates In the coming election who will put forth their efforts to luake
this a law.

Will you please be good enough to let me hear from you in this regard?
Yours very truly,

MIS MlssATHIILDIC M. KINO.
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The CnAIRMAN. Dr. Francis J. Cumnings?
I liderstand that )1r. Cumnings is on the way here and will arrive

in a few minutes. We shull, therefore, proceed to the next witness.
Mr. Jaies Watt? You may come down and have a seatt, Mr. Watt.

STATEMENT OF JAMES WATT, MANAGER, WASHINGTON, D. 0.,
OFFICE, CHRISTIAN SCIENCE COMMITTEE ON PUBLICATION

Mr. WArr. Good morning, Senator.
The CIHAIIMAN. WO Olre glad to have your statement on lI. R. 6000.

Does your statement relate to specilie provisions in the bill?
Mr: W,\'rr. Yes, it does, Senator; to title III.
The CHAIRMAN. All right, sir. You may proceed.
Mr. WA'V. I am ,James Watt. and represent the Christian Science

Church. 1 am al)pearing before your honorable committee to seek
amendments to title III of I. R. 60(H) so that Christian Scientists
being aided by welfare programs mty have a choice of something be-
sides miedicll care-somethigi in keeping with their religioni.

The Bureau of public Assistance of the Social Security Board
handles old-ago alssistailco for the Federal (Govermimnent. This Board
approves State plans for such assistance aiid serves Its a clearing house
for information as to the best l)ractice--actual and theoretical-iii
that field. The present policy of this Board is to require that before
payments m 1y he imade for medical care, ('cert ilication as to the iieed
11Mst be imide by a licensed medical lraltitioiier. This, of course, is
a recommendation; but it is quite generally followed throughout the
eoUlltry. It means tiat. if a Christ ian Scientist hap)peus to come under
old-ago assistance, in lost States lie cannot iave the form of treat-
niemit for hun ailments to whiichi he is accustomed, namely, Christian
Science treatment, but can receive assistainice only for medical care.

(Cinistiamn Scientists throughout tile land tire helig through tax
pamlllents to build up the funds out of which old-age assistance is paid.
ior example, in the Commonwealth of Massachilusetts, there is a 5
percent tax on Iiiealis over $1. Christian Scientists, along with others,
may pay these taxes for milany Years, 111Id either they ti lenselves, or
One1 of tieir relit ives my tien be in need of old-age atssistauce. Should
only one fornl of treatllielnt, that. is, nlledicilh, be availble as conipeil-
sation for these prepainentst Should Christian Scientists, who,
themselves, have contributed to tile case of old-age liaistailce via
social security and special taxes, be supplied with medical treatment
but, denied dhristian Science treatmnentt The answer is that in all
equity, their own and contributions of Christian Scientists everywhere
shoul d entitle then to Christian Science treatment if they desire it.
Many of the States see the justice of this provision but claim that
they can do nothing because at the Federal level payment, is authorized
only for medical care, and certification lust be by a licensed medical

* practitioner.
Christian Science treatment is a branch of the healing arts. Heal-

ing the sick through prayer as Christ Jesius did and directed Ilis fol-
lowers to do is a fumhnmental practice of the Christian Science
religion. Christian Scientists have proved that reliance ul)Oni ma-
terial methods of healing is incoml)atible with reliance upon divine
aid through prayer and that it is not only incorrect, but truly ia-
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possible under divine law to rely upon both. This means that if they
accept medical treatment, they aire violating tile very ftindalitientIls of
their religion. Although their method of treating the sick runs coi-
trary to the prevailing systems of today, it is stccessfi and, more
important, it is an integral part of their religion, therefore a con-
stitutional right under the first amendment.

.To rectify the situation, we should like to offer the following amend-
ments to Il R. t6000 so benwflciamis of social security may have the
treatment of their choice provided it is legal in the States whore they
reside:

On page 174, line 1, after tile word "inedical" insert "or other
legal remedial."

O liago 178,1 line 12, after the word medicall" insert "or other
legal reniedial.lc

On pngo 178, line 15, after tile word "medical" insert "or otherlegal remuedial.'t x
On page 185, line 9, after tho word medical" insert "or other

legal remedial."
Ole page 194; line 20, after the word "medical" insert "or otherlegal remediall"
May we bring the following facts to your attention is a matter

of possible interest to your committee in considering our request?
(1) Two States--California and llinois -have la1ws which permit

the States to supply Christian Science treatment in lieu of medical
treatment where they choose' to do so. For example, the California
law says:

No rule or regiuihtion shalml be atiojied or cointilned In force, the operation
of which results In ,Iscrlhnhlation ngalnist practitioners of iny type of therity,
treatment by prayer or spiritual mentmis, or other treatment recognized iis a
branch of the heating arts.

(2) In contrast to Social Security Board policy that care iuist
be medical and certification be by a medical practitioner, the Federal
Oovernnient, under its atual and sick leave regulations for Govern-
ment employees, accepts certificates of Christian Science practitioners
for rantin sick leave.

(8) The IM ilroad Retirement Board accepts the certification of
Christian Science practitioners for benefits paid railroad employees
under the Railroad Unemployment Insurance Act,-Crossor Act.

It will be deeply appreciated by the entire body of Christian Sci-
entists if your honorable committee will give favorable consideration
to these proposed amendments.

Thank you very much.
The C[AIRMAN. Thank yotu sir.
Mr. WAiT,. I would like to file this table of legal provisions, which

gives the two laws which I referred to.
The CflAIRMAN. Yes, sir. Are those particular tables very lengthy?
Mr. WA-r. No, sir, they are iot; a paragral)h eitch.
The CUAIUAN. hey may be ineqrporated in the record at this

point.*
And thank you for your appearance.
(The matter referred to is as follows:)

,736"*
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VETERANS, Om.i-Aom A~mIlTANcP,

IPROVINIONSl FOR CHISITIAN NO('T THF.'ATMKrNT

Ctultfornin (part of a lIw relating to aild to tho uged, ad prohlhlthlg dis-
ernillialh agithitst 1 prlitionirm of pit rt uhir types of hiealing arts In the rules
for tho nt ltl hteof) : "No rul or regulh tlon hnll lie adopted or con.
tlued In forte the operation of whlrh results In dlsrlinthnt it itglntit prcti-
tlhtt'Ar of aniy tl3it' of thieraily, treatient by prayer or Hpirlitul uiientim, or other
treatment recognized lits i bralfel of tilt hi'llilig 1arth1 in favor of t ho prict Ilttoliers
of a otlier branch of the healing Irs "(Weillte 11d 180,tl0u0ls CodC of Cll -
fortih, se. 2110).

lllliolm (Irt of nn old-ige nssLittlwo law) : "No livrson recelvlig nn old.go
l~iIslon giallt tuldpr this Inet shnll nt Ililiotp tllnt r,,i-lve any other public
isistlit', froi tho ltato or froutl lill lc )llhtliiVmtloli thereof or from illy

tiilI il l orioroi lol tl herltli exc'lt for lievem .l'y ullli.elo Hurg l, andI lion .
pliltl llssli|ltlll', or ft il, ltrea lini of dlim ist, by lralyor or mpirltil l tm lnaa s"
(llllnols llovised SluatnIls, 11113, clh. 2:1, see. -121-1/4).

u'le ('IIAIuMA.N. 1)1'. ('unul1iiu1igsl You may ome around, please,
sir.
You tire tho exectitivtst t~i retltry of the Delaware Commission for the11]lldl

STATEMENT OF DR. FRANCIS $. CUMMINGS, PH. D., EXECUTIVE
SECRETARY, DELAWARE COMMISSION FOR THE BLIND, AND
IMMEDIATE PAST PRESIDENT, AMERICAN ASSOCIATION OF
WORKERS FOR THE BLIND, WILMINGTON, DEL.

I)r. (IUMMINGS. 'I'lat is Vorlet ; 1111d illiledinto l)lIst- l)Weskdeut of
tho American Association of Workers for the Blind, of which orgran-
ization I l1l11 cu'renltly a member of the legislative committee. It is
chielly ill this latter aplteitv that I alppe' here, although I appe ar
also Os executive secretary of t h )el awnre (.Conunission for the Blind.

Whn I asked Sounttor Willitnum for this opporiuity formally
to appear, I whOs referring specifically to souiate bill 2016, while was
introduced bipartisanly by Senitor fves ani Senator MActrath, I be-
lieve, and whieih ]id to; di with exemut hearings for blind reeipielts
of aid to the blitd.
Wo ill the work have felt for years andlhave found out. from our

oxplriplieo that marl'y, many niarginal blind workers, that is, many
Jieoplo who (-ohild produce iftt Wit) could not earn two or three or
four ht11lldtred dollars Illonlth, were kept from doing any work at, all
by the simple fact that each dollar they earned was inmiluediately (1t-
dtu-ted'from their relatively st11l glralit under tid to the blind.

1Vo felt that teto lust ho considered cortaill faets: The psycho-
logical fact of work and its meaning for the individual, the fact, that
a blind ( pesoi, who has (om upoII him suddenly this 1ew life, this
life of (Iakiiess, which it first. seems horrifying, is t1llable to shake
off, in n1tlilMt Cases, this irt'teular illeuhnls, silt1) py liet use of fear of
losing tile little securitli he had. We felt that that was a tragedy,
and that somelhingl oulght to ho donle to otillililate these people to d0
whatever they emiu11 (to ill it produetive way, no linutter how small it
might be .

il so we asked ('o gresm, asked speeilcll' Sellator Ives and Sel-
ator Mc0i'atth, to introduce a hill tXelpnjtin It S11111 ailleillit. of the
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earnings from consideration, when the aid-to-the-blind grant was being
made up and the bill was introduced. Now I understand that in
compromise form some of the provisions of this particular bill, 2066,
are now to be found in section 341 (c) of the bill presently under
discussion.

Now, 341 (c) is a compromise, and like all compromises, not en-
tirely satisfactory to anybody. We, at the time--when I say "we" I
mean the American Association of Workers for the Blind, the Na-
-tional Federation of the Blind, and the American Foundation for the
Blind, working conjointly-we agreed to have introduced three differ-
ent types of exempt-earnings provisions.' This one that was accepted, I
will admit was the one that we agreed to with tongue in cheek. It is
the least eective of the three, but the one that the administrator, Dr.
Altmeyer, specifically, agreed to go along with; so as a matter of
compromise we went along also.
• However, I would like to address myself to one specific phase of
that 341 (c) of that compromise; that is, the part which puts in the
hands of the director of rehabilitation in a given State the power to
certify or not to certify that certain blind people should or should not
be given this privilege of exempt earnings. That, gentlemen, in my
opinion, adds confusion to what is otherwise a very helpful provision.
The fact that the principle of exempt earnings is here recognized is in
itself excellent, is very good; but bringing the rehabilitation people
into this picture of aid to the blind can be, well, very confusing.

If the bill is passed as is, if this section is not at least slightly
changed, then in certain States I am sure it will find itself more or less
unworkable. In my own State of Delaware, there is no difficulty. In
Delaware, the aid to the blind and the rehabilitation of the blind are
both handled by the same agency. We have an integrated program
of services to the blind, which we in the American Association of
'Workers for the Blind feel is the desideratum in all States, and indeed
on the Federal level. It is an integration of all services to the blind,
so that-instead of conflicting one with the other, as aid and rehabilita-
tion have so long done, they will work together toward their primary
goal, which is the alleviation of the burden of blindness.
. Congress has always been very considerate of those of us who have
had the privilege of making an appeal for our particular group, but,
as is necessarily the case, where we are dealing with minor matters,
relatively minor matters in the terrific burden of legislation that you
gentlemen are confronted with, it is almost inevitable that conflicts do
occur. And such conflict does exist, more or less, between the rehabili-
tation concept of the work for the blind and the aid concept.

I, of course, am, as a blind man, as one who has tried at least to over-
come the handicap and carry my own little load in life as best I
could, 100 percent in favor of the rehabilitation concept. That is not
to say, of course, that I in any sense deery the aid concept where it is
necessary. Aid to the blind should be the last resort after we have
done everything we could to rehabilitate, to put the men and women
back in the productive line. After that has been found totally im-
possible, then we should resort to aid to the blind.

Of course, in the case of the aged, many of the blind are aged, and
there aid to the blind probably *ould be the first recourse. In any
case, section 341 (c) exempts a maximum of $50, and, as I say, puts

,07-8
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into the hands of the rehabilitation agencies in the States the decision
as to who should have this exemption and who should not.

I pointed out that in States where there is integration, this is all
right. But let us take a State like, well, Georgia-Senator George's
State.

In States like Georgia, where the rehabilitation of the blind is
handled by the State reqiabilitatioti agency and not by the agency for
the blind-in other words, where they are familiar with the problems
of blindness only in a relatively limited way-those of us who have
worked with the blind from all angles feel we know the problem from
all angles, and those of its who have lived it as well as worked with it
feel that we perhaps know it a little more thoroughly in a State like
Georgia or WVest Virginia or California, where the person who is to
certify this exemption is hardly familiar with the work for the blind,
is not at all concerned with the aid to the blind, and possibly does not
even know that such a provision exists, because it is not his field, and
I am afraid there is bound to be a certain amount of confusion.

Now, I have in my possession a letter from Miss Jane Hoey, Direc-
tor of the Bureau of -Public Assistance, which does at least give me
some satisfaction, some hope, that this particular provision ma not
be too confusing. Where the certification to be made is on an individ-
ual basis, particularly in large States, qentlenien, section 341 (c) would
be as good as nothing; but Miss Hoeys letter assures me that the cer-
tification will be made on a group and not on all individual basis.
That being true, I do think tile confusion is somewhat dissolved. But
it would still be better if we were to eliminate all reference to the
director of rehabilitation and simply make the exemption mandatory.

In any case, if the director of rehabilitation is left in there, gentle.
men, I'urge you to make the blanket phase, the blanket exemption, a
mandatory feature. If each individual has to be considered sepa-
rately by the director of rehabilitation, I am afraid the effect of the
provision will be greatly weakened.

Another provision of the bill that I would like to address myself to
briefly is 341 (d), which deals with the right of opthalhnologists and
optometrists to examine those who are being considered for aid to the
hlind. Now, I don't feel that we should have injected into this par-
ticular situation any professional rivalry that may exist between
opthalir!.-)gists and optometrists. That, of course, is not our partic-
ilar aJr. I know that optometrists have their place; I know it is a
very important place; but I don't believe it is this place. In other
words, when people are examined for eligibility for aid to tile blind,
we feel that that examination should also determine whether or not
there is any possibility of eliminating the blindness, or at least im-
proving the vision; whether that particular person might through
operation or some other treatment be removed entirely from consider-
ation for aid, or maybe might be restored completely to productive life.
Now, an optometrist is not qualified to make such an examination.

Therefore, I urge you, gentlemen, to put that particular section, 341
(d), back as it was before; that is, that eligibility for aid to the blind
sa all be determined by physicians skilled in diseases of the eye.

Now, I have tried, as requested, to make my remarks brief this
morning. I know that you are burdened with much legislation. I
know this massive bill in itself is enough to keep you busy for many,

605 -50--pt. 2-S8
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many weeks. I want to congratulate you on the wonderful work
that. has been done with it, so far. It is in vastly different shape so
far as our work is concerned than it was when we first addressed our.
solves to it last March in tile House.

But I do not want to leave without juaking reference to one of our
pet concepts, the "our" again, referring to the American Association
of Workers or the Illind. In one of your committees, I believe the
Committee on Expenditures in the Executive Departnients, there is a
concurrent resolution, No. 43, introduced I believe by Senator Ke-
fauver, which provides that the President be urged to coordinate ol
the Federal level all the services for the blind, particularly aid to tile
blind, rehabilitation of the blind, and the ltandolph-Sheppard Act,
which has to do with vending stands and the like in public buihlings
and all other Federal services to the blind that may he brought. to-
gether with administrative practicability.

This provision, gentlemen, insofar as it can be brought into the bill
now under consideration, will eet with, well, our great. joy. See-
tion 841 (c) is a very pale smile in that direction, very pale; but it
is in the right direction. We want coordination of the work for the
blind. That is in line with all modern concepts of thinking. It will
save money to the taxpayer, as well its giving better service to the
States and better service to the clients, for whom, after all, the laws
nre made. So that if we can achieve that at a lower cost, why not
achieve it-vested interests to tle contrary notwithstandingi

When Concurrent, Resolution 4,3 comes ulp for consideration, I hope,
gentlemen, you will give it. your favorable consideration an( put as
much of its principle as you can into tile act that, you are considering
today.

Thank you for your patience and I will be glad to answer any
questions that you mnay care to ash me.

The CIMwAN. Thank you very much, l)octor.
Senator Williams, do you wish to ask any questions?
Senator WILIAIS. I have no questions, Mr. Chairman.
The CIInR AAN. I believe, Doctor, that, this subject has been fairly

well covered already in the recommendations submitted by others in
behalf of your organization and for the blind generally, and those rec-
ommendations have gone somewhat into detail.

We are very glad to have had you here; and thank you very much
for your appearance.

Dr. CuMMIos. Thank you Mr. Chairman.
(Tile prepared statement ied by Dr. Cummings follows:)

STATrUF NT BY FRANOIS J. C' uTMiNO8, PIT. D., F.XrxUTIV. sKe8 rAY, DFtLAWAR P
COMMISSION FOR TIKS ITIND AND IMMI2IAT. PAST IPUSNIDSNT, AualUCAN Asso-
GIATION OF Woaictii FOR TE BUIIiND

* My name Is Francis J. Cummings. I am executive secretary of the Delaware
Commission for the Blind and Imiediate phst president of the American Asso.
elation of Workers for the Blind and at present a newuber of tie legislative cm-
nittee of that same organisatlon.

8. 2000. which I originally Wilanned to discats with you today. Is now, In com.
promise form, a part of H. It. 0000. the new social security IiII. S. 20(10 pro-
vided for exemption of earnings of blild recipients of aid to tie blmd in order
that said recipients might be encouraged to,mpmmloy to the fullest their residual
powers, thus adding to the producing seiniut (if our ImpolatmIon and enhancing

immeasurably their own personal joy of living. For the joy of living, gentle.
men, fades out alipost completely for many persons who suddenly find them-
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selves In the new, unfaailar anld, at first, horrifyihg world of darkness. Tills
Joy of living amtust be restored: The belief that taill iartlcipatlon lit productive
living Is forever ended inel bit dissipated. Under tile present systeln, it Is
very dilliettlt to lnduce many blind people, reelplient of it snall grant under pro-
%isloat3 of i Stale-Federal paln for aid to the blind, to learn somae simple hunidl-
craft whereby they liatty produce a little, earn it little alid rejole tmulclh; for
creation, no matter how primitive, how elementary, brings pride and coll.
Ihleacee and inner satlsfaclon. These ilallglble returns for lbor are invaltble,
andi every blind person wlo lias gotto through tils early stage of adjistunent to
new an1odes of work, new types of satisfat-tion, knloWv wlat I intean.

lit how, gentlemen, (al we I1damee t1eolle to seek these desirable psychological
'allies If we nmust tell them it the sane tine that every dollar they earnt will

be detdulcted froU their already simall itionthly subsistence grants. .. 2(tK
reeogilzed tis dlflh'ully ntl st I lllnlahamtl exemptions, pteramittlng tile States
to sel their own laaxiatattata according to tie ltirticular eonmditioms jtrevaillng itn
emeatIIrelt.

Seclou :341 (C) of tit, bill itresettllt." utder consideration greatly waters down
time provisilons of S. 2t(X43 anmd, like atll ctmiromlses, is contiletely satisfactory
to ito tinte. ]flt it hoes recogife the stmotamlitne.s of tle lrlnciple of exempiat earlings
lam veralt tases, tmad to this extent, It is good.

Seetlo 341(C) etamfumes tle problem of adtnlhtisrtlon, however when It
itrovIhle that certilation must be given by tiae department dealing with re-
lhabilitationa In eacIt State before the exemtlion eall Is eff tulated. Were tie
certification to be required for each Individual case, titis sectloi of time present
bill would be as good ats tothling, However, a letter from Miss Jaae Ilocy, dl-
rector, Bureau of Public Assistance, FSA, under date of Septetber 20, 1149,
assures te that tills certtlfcationa will be oil a group rather thana on al individual
lasi. Let Its hmope so.

But even with tlhis lanket certillealoat, the arraagentvnt Is an tunecessarlly
complicated tne. In States like any own, were the prograans of aild to the blind
atld voentional rehtabilitationa of the blind are mder one direeilon nd Aierefore
closely Integrated, is they should be everywhere, lthlding oat the Federal
level-a such States there Is ito dllftaiclty. Biat it those States where there Is
ato stach coordhatatattlon, emllt atl coatfiasltat attaty rtestilt. I urge, thterefore, gettle-

utn, that section 341(C) lie slightly auatended to Itroviade for "blanket" cerilfi-
catio by the dlireetuhr of relnbillitatoa or by eliminatig ill reference to tile
director of rehabilitation. In this, we are not asking for muac, but It is of
utmotast litortatte.

Tit Amerhean Assoelatlon of Workers for tile lind lias gone on record as
favorig n ltItion to tis committee to elhiniatte froam sectlioa 341 (il) of the
present bill the words "or by atn optonetrist." We are couvIned thtat the In-
Jectlon of tihe lprofesslonal rivalry between Otometrists and optlitianologlsts
Into tills bill is unfortunate. Tiao eye examinatlo should be not only for tile
detertntatho of eligibility for a inotey grant under tile laresent bill but also
for the determlntaioa of time feasibility of complete or partial elialnation of tlme
bilndess. Proper dagaosis atlt prognosis cal, we believe, lie give only by
lphyslclant skilled in diseases of tie eye. I respectfully urge your serious attend.
tion to this vitally important latter.

I have tried to keep any remarks brief, gentlemten, because I realize the terrific
lessure under whiel you are working. I cataot leave you, however, without
passing reference to Senate Concurrent Resolutlon 43, Introduced lato tite Sen-
ate by Sentator Kefaver-correspondling resolution In lotuse Contetrrett Reso-
lution 0M, introduced by ltepresetatlve loggs, of Delaware-wltch urges
upon the Presldet the desirability of an Executive order setting up an
integrated program of services to tile blind on the Federal level, program
which wouhl lratg together lit a separate bureau or sab-bureau of tite Federal
Security Ageney, aid to the needy blind, relaialitatton of the employable blind,
Itatdolt-Shelpard Act (provides for vending stads In Federal buliltllag) and
sue other Federal services as may prove to be atnitilstratively practicable.
The Anmerican Assoclatlon of Workers for the Ilind have strongly endorsed title
resolution as tite ne plus ultra insofar as ndminstrative .set-up Is concerned for
services for tite blind oat tiae Federal level. Section 341 (e) of the present till
Is a pale smile lIt tile right direction, laut very pale. In congratulating you on
tite amasterfal jot that ias been doe with the luassive lilece of legislation you
aret at present coasidering, tttay I urge your suplrt for a tuth less massive
but eatlhlaently effective docuntent, Senate Concurreatt llesltiot 43, ad re-
Iterate tite already expressed hope tlat tite above-explained confaslon lit section
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841 (c) of H. R. 0000 will be done away with, and section 841 (d) be restored to
grace.

The CHAIRMAN. Mrj Paul H. RobbinsI You may have a seat, sir.
Will you identify yourS4elf for the record?

STATEMENT OF PAUL H. ROBBINS, EXECUTIVE DIRECTOR,
NATIONAL SOCIETY OF PROFESSIONAL ENGINEERS

Mr. RonBiNs. Yes sir. My name is Paul H. Robbins. I am execu-
tive director of the ational Society of Professiowdi Engineers and I
appear before the committee to present the views of our organization
oi the pending bill to extend and improve the Federal old-age and
survivors insurance system, I. R. 6000.

By way of background, the National Society of Profemional Engi-
neers consists of over 21,000 members .who are all registered as pro-
fessional engineers under the various State engineering registration
laws. In addition, a small number of young men known as engineers-
in-training, who still lack the requirednunbe r of years of experience
to obtain registration, are affiliated with NSPE. Our membership is
affiliated through member State societies in 34 States of the Union.

The primary interest of the National Society of Professional Engi-
neers ii the pending legislation is in connection with the proposed
addition of the self-employed to tile social-security system. Consult-
ing engineers will be affected by the decision oi their inclusion or
exclusion, and this group has considered the, question of their status ill
the revised legislation at some length. Likewise, the National Society
of Professional Engineers has given thought to the position of self-
employed professional engineers in tile social-security system through
its legislative committee and board of directors.

'ilia House of Representatives has, of course, already acted on the
pending legislation, and in our considered opinion, the proposed
haundling of self-employed professional engineers in the bill pa-sed
by the House is altogether unsatisfactory from the standpoint of tile
profession and from all administrative standpoint. In adding the
self-employed the House-passed bill excludes certain professions, such
as physicians, lawyers, dentists, et cetera. In applying this exclusion
to the engineering profession the Htouse saw fit to separate the pro-
fession by branches, and in its present form the bill would exclude
those self-employed engineers performing services in tile aeronautical,
chemical, civil, electrical, mechanical, metallurgical, or mining fields
of engineering. Presumably, self-employed professional engineers
practicing in other branches would be added to the social-security
rolls. We do not know of any reason for this division of the pro-
fession and we are convinced that it will prove to be unworkable and
unsatisfactory.

Just as is true of many other professions, the engineering profession.
is composed of various specialties or branches; yet it is a single pro-
fession with all branches having certain, basic fundamentals in com-
mon. The recognized accrediting agenc* of the profession for engi-
neering schools is the Engineers Council for Professional Develop-
ment, and we cite from their list of Ippved engineering curricula to
illustrate other branches of engineering in which} degrees are granted
and which would not be covered in the present language of the bill.
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These are: Agricultural engineering, architectural engineering, ce-
ranic engineering, fuel technology, general engineering, geological
engineering, industrial engineering, marine engineering, and petro-
leum engineering. A self-employed professional engineer practicing
in one of these branches would presumably be covered by the sociaf-
security system while those practicing in the branches set forth in the
present bill would be excluded.

One effect of this application would be to make the question of inclu-
sion or exclusion a voluntary matter for the individual. Many engi-
neers are qualified and practice in more than one branch. To illus-
trate the practical working of the proposed arrangement a consulting
engineer engaged in manufacturing production who Aesired to be
included in the social-security system would report as an industrial
engineer. Conversely, if he desired to be excluded, hie would list
himself as a mechanical engineer. The same illustration may be made
in the case of the engineer engaged in petroleum work. He could hold
himself out ns a mining engineer andbe excluded or as a petroleum
engineer and be included. While it may have been the intent of the
framers of the bill that the branches not named would be considered
subdivisions of the basic branches we strongly feel that this will prove
to be impossible of sound administration and arbitrary judgments
would have to be made in placing certain branches under one of the
basic branches.

In addition, there are fields of engineering, not named in the bill,
which cannot logically be placed under any of the older basic branches.
This is especially so in the newer fields of engineering which are
coming to the fore in our rapid modern technological development.
An illustration is the growing field of plastic engineering. Other
instances would be agricultura engineering and ceramic engineering.

After reading the report of the House Committee. on Ways and
Means and the various comments of experts in the social-security field
we are sure that it was not the desire of the House committee to make
the addition of the self-employed compulsory in all cases except that
of engineering. Yet that is one of the effects of the bill las it now
stands.

Another inconsistency in the present situation is the complete exclu-
sion of doctors, lawyers, dentists, and other professions, the partial
exclusion of the engineering profession and the complete inclusion of
other professions. A profession closely allied with engineering is
architecture. Presumably all self-employed architects would be
included.

We do not presume to speak for or even indicate the desires of the
architects in this question but the comparison dies raise another point
of difficulty in applying the proposed law. It is not uncommon for
an individual to be both an architect and an engmir eer and to practice
both professions at the same time inasmuch as they have a very close
relationship and intertwining. In these cases the choice would again
be left to the individual. If lie desired to be included lie would report
as an architect and if lie desired exclusion lie would report as an
engineer tinder one of the branches listed in the bill. It would raise
an interesting administrative situation if some rugged individualist
engaged in both professions insisted that he was in that situation
and did not think it possible to make a choice between one or the
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other. Part of him would be in and part of him would be out. Per-
haps our able administrators could work out a formula to cover such
special cases but we feel that these inconsistencies should be avoided.
Enough has been cited, we believe, to make a point which we feel is
fundamental-that the engineering profession s members in self-em-
ployment must be treated as a single group. Either all self-employed
professional engineers should be covered or they should all be
excluded. .
. Making a choice between these two opportunities has required a
careful weighing of the advantages and disadvantages. Certain
problems are inherent in the profession field which may not be true in
other fields of self-employment. The primary consideration is the
benefit to be derived upon reaching retirement age of 65 against the
contributions to be paid into the fund. Of course, the primary benefit
is the monthly payment after the age of 65. As is true in many other
professions, the average self-employed engineer does not retire at that
age if he is still in good health and able to continue his practice.

lany of our more successful and emineit consulting engineers are
well past that age. Such persons would not receive monthly benefits
because their earnings from such practice would usually far exceed
the income limitation of $50 per month or $600 per year. Even those
who continued their practice on a limited part-time basis could be
expected to earn more than $50 per month. We recognize that there
are other benefits in the system such as death benefits and monthly
benefits to widows under certain circumstances. However, weighing
these against the probability that most self-employed engineers would
not receive monthly benefits, it is our considered opinion that self-
employed professional engineers should be excluded. We, therefore,
recommend to the committee that the pending bill be amended by
striking out the following words on page 57, lines 4, 5, and 0 and
such other places in the bill as may be applicable: "an aeronautical,
chemical, civil, electrical, mechanical, matallurgical, or mining engi-
neer" and substituting therefor the words "a professional engineer."

The words "professional engineer" have a definie well-established
meaning recogniized in the law and will provide a solid practical base
for administration. Every Stats in the Union has an engineering
registration law and "professional engineer" is the common title
applied to those who have demonstrated their qualifications under
the State laws and accordingly have been issued certificates authoriz-
ing their practice before the public. Under these State laws a person
may not lawfully offer his services in a self-employed consulting
capacity unless he is registered. In this situation the administrator
will have no difficulty in applying the exemption, just as will be true
in the medical and legal professions.
, It is our sincere belief that this recommendation will result in a
sounder bill and will eliminate the confusion of administration which
is bound to result from the present language of the bill.

If we may be of further assistance to the committee in answering
questions or supplying further information and data we shall, of
course, be glad to do so.

The CHAIRMAN. Did the engineers appear before the House com-
mittee and express their opinion upon this question I

Mr. Romixxs. No they did not. I
The CHlIiMAN, hank you very much, Mr. Robbins.
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Mr. RoimNs. Thank you, Senator.
(The following statements were submitted for the record:)

Til AMERICAN INSTITUTE OF ARCHITOXCT8,
Washingtoa, D. C., January 12, 1950.

Hot. ALTER F. GEORGo,
Chairman, Senate Finance Coininittee,

Senate Building, ll'ashingtopi, D. C.
DEAR SiR: As the only national organization representing the profession of

architecture in the United States, the American Institute of Architects, with
a membership of 8,375 and 94 chapters, is well qualified to voice tie opinion
of the profession. We wish to take this means of recording our suplprt of the
general provisions of 11. It. 6000, a bill to extend and improve the Federal old-
age and survivors' insurance system.

There is, however, one section in tile bill in which we should appreciate having
architects included with other professions under section 211, "Self-employlaent,"
(c) 5. Specifically, we respectfully ask that tile word "architect" be included
in the paragraph beginning on line I of page 57: .'The performance of service
by an Individual in the exercise of his profession as a physician, lawyer,
dentist * * *." We feel that the omission of a specific reference to the
architect has been au1 oversight in the original drafting of the bill.

We strongly urge that you, as chairman of tile Senate Finance Comlittee,
Include tile word "architect" in tile section ahove cited before tile bill is reported
out of comnllittee.

Respectfully yours,
EDMUND 1. PUvES. Ercencuti'c Director.

STATEMENT OF OSCAR W. GtEsE REWARDING EXPANDED SOCIAl, SECURITY BILL,
H. It. 600

My name Is Oscar W. Giese. I reside at 3045 Foxhall Road, Washington, D. C.,
an(d this statement is being submitted in my private capacity as an independent
lawyer in private practice without representation of any group.

As a father of three young children, a veteran of Worlh War II, and a lawyer
since 1930, I strongly oppose any social-security bill which eliminates lawyers In
private practice from its benefits.

After admission to tile bar iln 1930 I remailed il private practice until the out-
break of World War 1I. At that time I wits commlssioned an officer il the Army
of the United States and remained il that capacity until after the end of hos-
tilities in November 1945. Thereafter I accepted elploylnent for about 

2
/

years with one of my prewar clients, a mhedium-sized manufacturing corporation,
as vice president ill charge of iegal affairs. In July of 1948 I returned to the
private practice of law because I like it. Ever since I have continuously prac-
ticed with offices at Wasllington, 1). C. My office is small. I only have one sec-
retary and one technical assistant. In addition I engage the services of other
private legal practitioners in tin associate capacity.

When I was vice president of my client's comlpny I came under tile social-
security law, as wits tile case with all employees and other officers. In addition,
I came under a company-retirement plan, which was arranged to pay a retire-
ment income il addition to the retirement income of social security. At the
present time I pay out social-security taxes for my employees but not upon my
own net Inconme, and I do not myself obtain any benefits under the present law.
'The same would be true of H. It. KK0 in tny case as a private practicing lawyer.

I see no reason why I should not now have tile sane social-seclurity benefits
that I did have when I was a corporate executive, i. e., the right to pay tax on
my own earnings and obtain the benefits of the law. I am still a taxpayer, and
at the present time I need social security even lore because I am no longer under
the corporate retirement plan. It is most unfair that I be required to pay social-
security taxes for my employees but be deprived of tile benefits of tile act.

I feel especially strongly about this because I have been checking into the costs
of private retirement income annuity and private family protection. Tie cost is
appalling, and whatever social-security taxes I might pay oil my own earned
income would be insignificant as compared to what would have to be paid pri-
vately. If I an wrong abolt that-and I am not-the private companies are
missing a mass potential customer group.
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It has been urged that the dollar will not be worth anytlhing by tile time I
would be ready to collect on social security. But If that should unfortunately
prove to be the case, my own privately earned dollars will not be worth a bit more.
Some ultraconservative lawyers and others, perhals, 1 know would prefer not
to be uniler social security just on general principles. But 1 am sure this Is not
generally true of the younger lawyers, and especially lawyers who have the
problem of providing security for a faintly such its mine.

It Is respectfully urged that your cointaittee take steps to have the proposed
legislation amended to at least give a private practlclng lawyer the option of
placing himself under the social-security law. This would put hin ol the same
level as other taxpayers and prevent hin front being lpenalizetd to the extent of
having to pay the very much larger cost of private anity and family protection.

The foregoing Is not Intended as a dissertatlon on lite relative inarlts of public
or private business. That Is not the Issue. Social security already exists anI is
apparently going to get much bigger. The only Ismue Is whether or not a minority
group should be excluded.

Such limited Inquiries as I have made Indicate that the American Bar Asso-
ciation Itself has apparently never taken any formal action to suggest Inclusion
of private lawyers lit them proposeil new bill. Maybe it Is now too late to set their
procedure In motion. However, for yonr Information I enclose it copy of a letter
which I have today written to Mr. llarold 3. Gallagher. president of tine Amnerican
Bar Assoclation, of which I tave been a member for many years.

WASHINGTON, D. C., February 28,1950.
Mr. lAROLn J. GALLAOIIER,

Prcsldcnt, American Bar Association,
Ncnc York, N. Y.

DEAR Ma. GALLAOIIER: The purpose of this letter is to request that the American
Bar Association take action before the Congress at earliest convenience to urge
that the proposed expanded social-security legislation now pending (H. R. 6000)
be amended to give private practicing lawyers its benefits. At the very least, the
act should be so worded as to give private practicing lawyers the option of coming
under the act. Possibly this matter has already been taken care of but such
limited inquiries as I have been able to make from here indicate that the associa-
tion has taken no position.

Except for wartime service In the Army and a postwar period of 2% years
in the employ of one of my prewar clients, I have been a lawyer in private prac-
tice ever since 1930. During the great majority of that time I have been a
member of the American Bar Association, and I still am a member. It is for
this reason that I am now calling upon tle association for assistance in getting
a manifest injustice of the proposed bill corrected.

I have a wife and three children and wish to make sure that their security, if
not my own, is insured. To this end I have been checking the cost of privately
building up a retirement Income and family protection comparable to social-
security benefits. As a result, I have been appalled by the private cost and I
see no reason whatsoever why the benefits of social security should not be made
available to me as in the case of other taxpayers.

11. R. 0000 has already been passed by the llouse and hearings on the bill are
going on before the Senate Finance Committee. The clerk of that committee,
Mrs. Springer, informs me that the hearings are scheduled to continue until
March 24, and thereafter the committee Is scheduled to go into executive session
upon the bill. In its present form the bill would extend social-security benefits
to attorneys that are regular employees of others-but not to private prac-
titioners.

As a result of my own activity In the American Bar Association, I realize that
the procedure for getting the association to take a position on any particular
subject Is necessarily of rather unwieldy nature. However, I do think this
matter Is of sufficient Importance to members of the bar to warrant extraordinary
steps by the association to insure that the Congress will be urged to take action
to include private lawyers in the social-security bill, within the very near future.

However that may be, I have myself written'to the Senate Finance Committee
In my personal capacity to express my own views as a personal Individual. For
your information I enclose a copy of my statement,

Very truly yours,
OSCAR W. On~ar.
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The CHAIRMAN. 1rs. Elizabeth Porter?
Ars. Porter, you are iepreienting the American Numses' Associa-

tion I

STATEMENT OF MRS. ELIZABETH K. PORTER, R. N., MEMBER OF
BOARD OF DIRECTORS OF AMERICAN NURSES' ASSOCIATION, NEW
YORK, N. Y.

Mrs. PORTER. Yes, sir.
The CnAImAN. Are you an officer of that association?
Mrs. PonRmn. I am a member of the board of directors of the

American Nurses' Association.
The CHAIRMAN. You may proceed with your statement, "Mrs. Por-

ter. We will be very glad to hear you.
Mrs. PouTER. The American Nurses' Association, which I repre-

sent, is the national professional organization of registered nurses,
with a membership of more than 170,000. It has constituent associa-
tions in the 48 States, the District of Columbia, Hawaii, and Puerto
Rico.

I might. add, -for interest, also, that at the present time there are
in the United States approximately 305,300 registered professional
nurses active in the field.

Our association has for some time endorsed the amendment of the
Social Security Act, to remove the unfair discrimination which has
denied to independent professional workers and to employees of lion-
profit agencies the benefits to which employees in industry are en-
titled, rlhe following official action has been taken by the Aimerican
Nurses' Association and by various units of the association:

1. In 1944, the house of delegates, oRi recommendation of tile in-
stitutional staff nurses section, voted to extend social-security bene-
fits to professional registered nurses employed in nonprofit. agencies.

2. In 1946, the house of delegates, on recommendation of the private-
duty nurses section, endorsed the inclsion of private-duty nurses
Ol a voluntary basis in any new provisions of the Federal old-age
and survivors insurance system.

8. In 1948, the louse of delegates of the American Nurses' Associa-
tion reaffirmed the endorsement of tile extension of social-security
benefits to include nurses.

4. In February 1949, a conference of the chairman of the State
rivate-duty nurses sections of 48 States, after consideration of the
ifficulties of administration on a vollntary basis, voted in favor of

the extension of the old-age and survivors insurance system to cover
private-duty nurses on a comlpllsory basis.

5. Last nionth, that is, in January 1950, the members of the Ad-
visory Council, representing State associations and the board of di-
rectors of the American Nurses' Association, voted in favor of the
extension of coverage of the Federal old-age and survivors insurance
system to all nurses but opposed the discriminatory feature contained
in bill H. R. 6000 which would extend coverage to nonprofit institu-
tions with the provision that the contributions of employees would be
compulsory while those of the institutions would be volitary. The
board of directors also endorsed the broadening of the Federal old-
age and survivors insurance program to provide for increase in the
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STATEMENT OF THOMAS E. BOORDE, EXECUTIVE SECRETARY, GEN-
ERAL WELFARE FEDERATION OF AMERICA, INC., WASHINGTON,
D.0.

Mr. Boonnn. Mr. Chairman, ny name is Thomas E. Boorde, 819
South Florida Street, Arlington,% a.

I aplear before you as the executive secretary of the General Wel-
fare federation of America, Inc., 945 Pennsylvania Avenue MIV.,
Washington, D. C.

Our organization takes its name from that declaration in the pre-
amble to the United States Constitution: "promote the general wel-
fare." Our charter will permit any activity in the area of general
welfare. While this is true, we have given special attention to the
welfare of the old folks, in regard to pensions.

We are not receiving compensation in any way for the work we are
trying to do. Actual expenses for traveling or any transaction of busi-
ness for the federation is reeived. But, other than that, there is no
compensation, financial, political, or otherwise.

In appearing before you, I do not come as a statistician or legisla-
tive authority. 1My position is as one going to a railway station
startin gon a journey. I know where I want to go and why. I do not
know the mechanics of transportation, the magnitude of the system,
nor anything about the engine.

The care of the aged, which now includes the old-age pensions, is
the obligation of any people or nation, especially of a people with a
faith in God. Daniel Webster long ago said:

If we ablde by the principles taught in the Bible, our country will go on
prospering and to prosper; but, if we and our posterity neglect its instructions
and authority, no man can tell how sudden a catastrophe may overwhelm us and
bury our glory in profound obscurity.

Ii the Decalogue, given through Moses by Jehovah, the basis of
legislation for the lebrew people, the first hunnai relationship is-

|lonor thy father and thy mother, that thy days may be long upon the laud
which the Lord thy Godt gIveth thee-

Or-
that thy days may be prolonged, and that it may go well with three, in the land
which the IArd thy Ghod giveth thee (Deut. 5, 10).

This is the first commandment with promise. The promise in-
cludes the welfare of the land, of the country. This honor is not con-
fined to mere sentiment but carries with it material obligations.

Our Government, with its great wealth and abundance of materials
for food, clothiing, and shelter, its ability for developing industry and
distribution of the products, spurred by a native initiative and fru-
gality, was never brought face to face with a consciousness of direct
legal obligations to the aged until after the depression years of the
thirties. Some other countries had been forced to consider this obliga-
tion before that time. In this fact, I ilieve we would find the reason
that some of them have outdistanced us in the matter of old-ago
pensions.

One of the results of the depression was a realization that the Gov-
ernminent was under such obligation. ,The Social Security Act became
the law of the land. It was a long step in the right direction. No
great legislative program can be immediately, if ever, perfect,
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Now, after being ini operation for about 14 years, title I of the
Social Security Act, making provision for the aged, is found inade.
quato to the situation. Too many are not )roviied for at all. Too
111any wio receive benefits fitnd them inadequate. Many feel that the
terni "assistance" ald the regulations imposed by law involve humili-
at ion of t he inedependent spirit which has cout ribut ed toward making
America great. 'he operation of the law, to too great an extent,
involves an atmosphere of, if not actual, pauperiisil. And further
its administration the States, in certain ways, limits tie iberty oi
the individual.
The condition of our people, while somewhat improved-ail som1e

would not agree to that statenent-the condition of our people as
stated by Franklin 1). Roosevelt, then President, at, Gralt's Field,
Atlanta, (taI November 29, 1935, still prevails, prevails to too great
an extent. lie said:

National surveys prove that tle aVVr'age Of our litisenshllp lives today on what
would be called by the ettdih'al fraternity a third-class diet.
If the country lived on a second-class diet, we would need to put many more

acres than we use today back into Iroductimi of foodstuffs for domestich con-
stumptihn. If the Nation lived on a llrst-class diet, we would have to lit more
acres than we have ever cultivated Into protluction of an additional supply of
things for Americans to eat.
Wiy, speaking in broad terms lit following up thIs particular illustration. are

we living on a third-class diet'l For the simplel reason that the lasinsres of the
Anmerican Iople have not the purchasing power to eat more and better food.

An'd a large part of this burden falls upon the old folks, who are,
of course, beyond production age.

The lack of purchasing power is yet, a fact. The fact, that millions
of bushels of potatoes are permitted to go to waste while so many
People would gladly buy is one of the evidences of this fact. The enact-
ment of an adequate Feederal old-ago pension would go a long wiay
toward distributing purchasing power.

A study of the reports of various committees of the Congress, the
opinions of tie leading businessmen, the declarations of labor leaders,
economists, and tie posit ion taken by the Social Security Board. does,
in my judgment, justify the establishment of a univelsl Federal old-
ago pension. I find myself, and so do our people, agreeing with these
reports in tile main.
The opinion of the United States Supreme Court (Hevernqg v.

Davis,. 301 IT. S. 61., May 1917) upiholdin g time constitutionalit y of the
provision for old folks in the Social Security Act. not only declares
for the constitutionlity of the law but. goes further ill stating: "0 1 y
a power that is national can serve time interests of all."
The enactment of a Federal old-age pension law, I believe, would

emmove one of tie greatest conflicts, or eause of conflict, from the
labor situation. We accept tile arguments of informed people, and
amony then the Ilonorable Arthur Altmeyer of the Social Security
Board, for the extension of coverage for pensioli, pensions rather
thai assistance. It is in conformity vith a statement in the report. of
the technical staff of time House Ways and Meals Committee, Leonard
Calhoun, chairman

While general coverage to all gainful workers will naturally Involve a coin-
shierable increase lit dollar costs, when costs are expressed lit terms of ply roll
there should be little or no initial difTerence, and ultimnately there shoul ie a
substantial Increase.
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The argument that there would be considerable difficulty in estab-
lishing a Federal law covering all workers is true, but it is not an
impossibility; and to establish that law now would be more simple than
to establish it a number of years later. The longer the matter is de-
ferred, the more will be the complications and the greater the difficulty
encountered.

If I understand you correctly, Mr. Chairman, I believe you stated
in effect, on Saturday, January 21, that if those facing this problem
could begin with a clean sheet of paper, rather than correcting the
present law, their task would be easier.

Gentlemen of the committee, taking the picture as a whole into con-
sideration, as far as I ami competent to judge, the time has arrived
for enacting a universal Federal old-age pension law. The pension
should be adequate for a reasonable manner of living. Our eople
advocate $100 per month per individual of established age; the age,
preferably 60 years-not over 65 years.

It is our belief that such a Federal law can be formulated and passed.
There are many difficulties to overcome. But we believe it ought to be
done. If it is right, then it can be done. Other plans and pro-
visions;, we believe, could conform to, or find adjustment with, such a
law, so that there would be no necessity for those who have vested
interests or investments to lose them. heree would be injury to few,
if any, benefits to many; and it would, I amn confident, promote the
general welfare of our country.

Mr. Chairman, that is the end of the paper; but, if I might b per-
mitted just a few comments in extension of that pat er, I wish to say
this: Somehow or other, as we look at the ol folks, there are too
few people speaking up for them. That is not so much because we
have our interest in the other angles of the social-security field as it
is that the old folks somehow or other have too few to speak up for
them. I have here, attached to my l)aper, which I shall file, a state-
ment by Dr. A. M. Lyon, director of the division of hospitals aind
mentalhygiene for the State of Kentucky. I took this statement to
one of the Congressmen from Kentucky, and consulted him about. it.
Ile was very impatient. He said, "Those fellows down there"-he
didn't specify-"promised me that they would take care of that situa-
tion."

Then, again, Mr. Chairman, as we think of this fitter, in our little
paper we bring forth the fact that 29 old folks were starved-that is,
they died of malnutrition-in 34 (lays in the State of Indiana. This
paper is dated May 1949. (The paper is filed with the committee.)
And then, as we think of these various situations, one of them right
after the other, there comes to our attention this statement from the
Evening Star of Saturday. This was after my prepared statement
was written. This quotess Dr. Overholser as saying that over in St..
Elizabeths Hospital there are between 200 and 360 sane old folks who
do not belong there, who were locked up without any opportunity of
defense.

If I might just state one personal experience, Mr. Chairman I took
one old man-this was sometime back-'to Gallinger Hospitai. The
doctor examined him. He was on relief. The doctor examined him,
and after he had examined him he looked at me and said, "Is this man
related to you, sir?" I said "No." He had a great deal of aceusa-
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tion ill his eyes as he said, "Well, it is tile worst, case of malnutrition I
ever witnessed. I doubt if I cin do anything."

Mr. Chairman, is it not possible for someI aw to be formulated and
for some recoiumendaiion to go forth from this committee ill behalf
of these old folks too old to he included in SSA or other coverage, who
are looking this way with longing e'es?' They are cold; they are
hugr-y; they are dying. And yet their rich uncle does not give them
attention. They ar1e looking for crumbs from their rich Uncle Sam's
table, whose larder is so adequately )rovided for that millions of
bushels of potatoes, millions of dozens of eggs, and other supplies are
goilg to waste-while they are starving.

I t hank you, sir.
Tie CAIRMAN. Thank you very much for your appearance.
(Tile material filed by Mr. Boorde follows:)

AM I SICK OR JUST DISCARDED?

[Introduction by editor: In publishing the following radIo address by Dr.
A. M. Lyon, director of hospitals sand mental hygiene for tile State of Kentucky, It
Is with the desire to show the public some of the things we are trying to prevent
il regard to the treatment of tile oli folks throughout the country. Ill our issue
of l)ecemlber 18, we carried all article. Good ollIoes for Aged, in which we quoted
puliied statements from Dr. Wihfred Overholser, the Suliohertdent of the
Saint Elizabeths hospital here li tile Natioi's Capital, which would Indicate
that a similar treatment is occurring to some of the ohl folks of the District of
Columbia. The Geiieral Welfare Federation, Inc., through the Welfare Reporter,
I" mklng every effort possible to assist these Interested authorities to remedy
these conditions. It our efforts to secure legislation to provide an adequate
and honorable way In their ol age, we are glad to render even a sinail service
to any and all who are likewise Interested. To that end we also Invite the
cooperation 1it every person Iii the counl1t ry to cooplerate with ts by sllpuortilg our
work and subscribing to the Welfare Reporter. Address by A. 51. Lyon, M. D.,
director, division (if hioslita "s and mental hygiene. l)ellvered by transcription
over WIHAS, University of Kentucky studios. May 20, 1944. 1 : 15 p. i'.]

In this flay aild age, (10 we not measure the degree of success It life by the
ahliount of wealth o1 has acelillulated through the years? If Ill health, whether
physl.'il or mental, should befall one whose fortune Is hilice, lie would then
release it al-every pellny of It, to regain Ills health. We are apt to indulge In
life's comforts aid pleasures tit the exipese of our physical or mental health.
Violation of well-establisled laws of physical and mental hygiene may lead to
personality (Ilsorgalliza ilon. Emilotlioniial stlbllty Is i prize llossessl|il-iloro
valuable thall jewels. In tile majority of Instanees, It radiates calimems, toler-
alice. and deiendabillty, and reflects the power to control and guard tile best
qualities of man; and, without It, Intelligence loses it degree (if its Influence.

Tile average span of life Is fill' too short. If we would take advantage or the
proven lrlnciiles of both Ihysical aid mental hygiene, life Coll be lengthened.
Old age (deditric) Inviale. our extlsence far too soon. The time to combat
o0l age is il youth. Nothing Is done to ward off old age until It arrives. As tie
result of uiglarded Indulgence, or undue stress, or unreleniiting strain, It Is not
nncoiion to see all individual, around three score years, 'dying In the top1," One

out of every four persons who elter our Slate In enltl hospitals Is love 0) years
of age. Personality disorganization does not affect all of this group to such a
degree that they need hospitalization i a mental Institution.

We heartily endorse and approve any measure or me'iod for the care and
comfort of the aged, but we do not think that an old person whose physical condi-
tion has wained to such a degree that lie leeds care, while Ils mental faculties
are upi to average, should be placed In a mental Institution. There are three
reasons for not doing so:

1. The mental hospitals are ery inuch overcrowded and old people do not get
along well In overcrowded surroundings.

2. It subjects these aged Indlvidlals to mental anguish ihen they are placed
In a meiintal hospital, knowing full well that their chief difficulty Is need of
physical care and not mental treatment.
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3. It takes Just as much time to examine one who Is not mentally III as It does
one who requires mental treatment, thus, because of our limited staff, It deprives
those who are mentally III of the attention they need.

Despite the fact that there was a conspicuous reduction In the total first dmls-
slons in our three State hospitals for the mentally III for the fiscal year ending
Jlne 30, 19 3, there was a 7.75-percent Increase of patients above 05 years of age.
What does this signify? It Is quite probable that niliy of these o'd, people were
sent to the hospitals In order to allow one or niore inembers of the fatmily to
engage In war work.

Section 202.270 of the Kentucky Revised Statutes not only gives the superin-
tendent of a mental hospital the right and the authority to return these old, hirn-
less people to their hines, or to the co1uty jiudge, or the nayor in cities of the
first class, but niakes It mandatory that lie shall do so. ilecause of the over-
crowded condition and limited professional personnel, it muay be ncessary for the
superintendents of the various menial Institutions to pursue the course set out
in this section of the statutes.

We do not mean to Iply that all persons conuitted to tle State mental hos-
pitals above tr) years of age do not need mental treatment. It would probably
give a more thorough explanation of the facts if we put then in the following
categories:
. 1. There are many of the aged who need mental care ant treatment that are
oinmltted to our mental institution,.

2. There are quite a few aged andl Infirm people sent to our mental institutions
because of the desire of those, whose legal responsibility it is to care for them,
to rill themselves of tile burden and expense of such care. 1in this group It Is
obvious that Dad or Ornddad bears the brunt of tile elimlnmation. There Is i
tendency, as shown by the records, to have the mother or grandmother cared for
in the home far more frequently than the male parent.

3. There is the group sent to the hospital by those who are the legitimate heirs
to tile property of the aged. Far too frequently are such aged persons sent to
inental Institutions-parents and grandparents-in order that relatives may
come into full possession of their earthly belongings.

It may be that the aged revel in thoughts and expressions of their clilbhood
and youth to such extent that it becomes Irritating to the younger and modern
generation. As tile evening shadows fall there is a natural tendency among the
aged to live in the memory of their distant past. Most events of the present
do not register, or, If they do, It Is but for a brief period; and it Is not uncommon
for them to forget their more recent activities.

In tle process of livi,. the physical and mental expenditure varies in different
Inmilvduals. This variation is affected only In part by environment. li general,

-the most forceful stabilizing Influence Is social and econolic security. Ewen
though stich security is present, It is not always a guaranty from mental break.

Kentucky's mental hospitals have too frequently been used as a dumping
.ground for all forms of humanity. Many aged persons, without presenting symp-
toms of mental Illness, have been carted off to a mental hospital, wien they could
and should have been cared for In the place they called home. Frequently, tie
aged are delivered In an ambulance--harmlesm and helpless, and only li need of
care. Many times I have heard these old people plead to be taken hoine--some-
times In these words: "I want to go home; I don't want to (lie here." Doesn't
it border on cruelty to carry an old person, whose home attachments have grown
so strong over the years, off to a mental hospital, when lie could Ie enit for
at home? Within the month, I saw two old people--one 88 years of age, the
other 81-both helpless and In bed, brought to one of the mental hospitals. I
grant you their mentality was not as strong as It once fad been, but they realized
-where they were, and one stated, "I was Just discarded." Both patients died
within a week. I have seen ninny of these old people, grief-stricken to such
marked degree that they did not long survive. Frequently there are conuitted
to our mental hospitals old people whose one and only act against society is well
expressed in time words of one of Shakespeare's sonnets:

"That time of year thou does in me behold, when yellow leaves, or none, or few
do hang upon the branches that shake against the cold. Bare ruined choirs,
where late the sweet birds sang."

This iniusc was once sweet to those who now turn deaf ears and a callow
heart; who now consider it rasping and irritating. It Is true that the music has
.Aost Its sweetness and quality, except to those whose fond memories are so 1in-
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extricably entwined with what it once wits and what it stood for when they
sought comfort, protection, sympathy, and love In their (lays of childhood with
its omengly crushing events. All tob frequently these fond memories are lost

momentarily, ad In a sudden act of Impulslveltsa u petition is filed and Dad qr
Granddad, Mother or Grandmother is "sent to the asylum because we Juit can't
put up with him tiny longer; there is just no living with him." The tirid frame
In which the once proud flame of youth Is now but a glowing ember is stbjQct
to the ordeal of being discarded; Its feeble, tremlous, and almost audible
voice Is raised in suppUcation, but falls on ears deafened by sellishness and a
desire to shun responsibility., lie is taken away-he who loves freedom and
companonship-and locked up. Occasionally the petitioner bmonies remorseful
ani decides to undo the act lie committed with such vallousnes§, but finds, upon
reaching the hospital, that the ember had glowed too feebly to withstttnd such
humiliation, Infamy, and utter loneliness. The thread of life, i orn thin by toll
and suffering, had broken as the heart had earlier broken when cast adrift by
loved ones. They can only look and say, "i8oldler rest, thy warfare o'er, sleet)
the sleep that knows no wakening"; but within their own hearts there is an
nnrest caused by the constantly gnawing words: "Of all sad words'of'tonguo or
pen, the saddest are these: It might have been." I I ,i I.., -

Shall we discard the tottering form whose tiling hands and radiant soul
guided us through life's turbulent storm of yesteryear? "Man's Ithunaity to
mati inakes countlpss thousands mourn." The pattern of life in which these old
folks grnw

1 
up and adopted was not frustrated, as is ours, by the fashions and

customs of the dity. I I
The aged live inthe Past, and their chief source of happiness Is in recalling the

-good old times that are no more; and, even though they may be a bit quernilots
aid hard for the family to deal with, they should not be tried In court, as is a
criminal, and sent away to be locked up in a hospital. It Is quite probable that
around one-third of the population of tile United States are persons past 50 years
of age. It Is estimated that in 1980 the number of persons over W years of agr
will double that of today, many of whom will need care, which should be provIded
in homes for the aged, instead of labeling many of them as beitig mentally de-
ranged. It is truly a tragedy for the aged to sense Impending uselessness. It
is likewise a sad thought for the aged to conclude or realize the futility of fu*-
ther existence. Should there be Imposed on these old people, who are not len.
-tafly ll the feeling that they may bedestine) to spend their lsstdays in a mentitl
Institution? The fate of many of the aged Is thus left to the discretion 'o the
court of Jurisdiction. I wonder if th6 courts give to their 'caus the care and
thoughtful consideration they so rightfully deserve?

Let me give you iA little story of hutan Iliert4L:,
* One midafternoon in une, I was standing at my office window, oiling out,

when T saw a big car drive up in front of the hospital. A handsome, well-dredsel,
middle-aged man, with a paper In his hand, emerged, came up.the steps and wetit
into the front office and to the Information desk. He soon:returned to the'car,
without the paper, which I knew wats a commitment. As lie approached the car,
out stepped v man from the other side, who was also well-dresed, ud npl'.tred
near. the same age; they 'ere brother& Then they dragged from tho tar a

.tAhWed, winkled, nnd feeble 'ld man. Io refused to walk up thp steps, tihd
was crying and pleading as they dragged him into the corridor of the hospital.
lie critd, "Don't leave me here ; don't leave me here; take me home. I won't sas
Mary any more." Over and over he cried these words. The attendant was call
tQ take the old man to the receiving ward. . Wien he came to get the patient the
'61d matconimntt( d to P-yifgend tilendhijt as he was carried away down the
!winding corridor', his feeble voice beeoing' weaker and weaker. The fadilt
voice of the father must have echoed in the soul of the older son, who had gone
to te car, because In a few anompqnts lip rushed tip the steps, pale, trembling, and

,all but breathless, presenting a picture of an anguislied soul Suffering torture
hot easily described lt *oids. I0 eskS, "My I ,take Pap bnac hte." to which
I'rophled, "Surely." ' In a tiembling and determined V60 lie aid, "I'm going to

!take Pap back home with me, and if Mary doesn't like It, damn her, she can leave.
I'm gohig to take care of my dad.". It a few minutes the old nt was brought tP
the front. The son did not need any help'to gt him Into the car-lie carried hIls
father, embraced In his artis, The old man cried again, this tihe from joy.

Not all of the aged, unnecessarily brought to a mental Institution, have the
good fortune of ever getting back home, even if they do improve.
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Alt I 8110K Olt =819IJISCARME

tlst4 by TbomanaE. Hoorde, president, GenerAl W~elfare Federation of America,
Th~n-.g N5 Penrneyivwiea Avenue NW., Wa,,hington, D. C., in appeal before the
Ways atid Meat Committee for universal old-age pensions, appearing in comn-
pah~y *lth Hlowi Victor Wicersham (Democrat). Okiahoma, author of H. H1. 4747,
,on mruary 26, low0

M1PARTMEZ4T 00~ WEI.FAE,
CM1thAt, StATV HOSPITAL,

Mr. Tuu&~ l. Dooa~, Lkelan, I-entucky, March 13, 191e.
p'reflident, General Welfare Pederatton of Amncriea,

VnMM Booims: I am delighted to know tbat you were able to mae the manix.
script on fAus I Sick or Just Discarded" in mnakin~g youir pica W in ehalf of tile aged
peoplev Oongress certainly ahopld give seome attention to this humanitarian and
deserving responsibility.

With kindest personal regards, I atu
Very truly yours,

A. IN. LyoN,
A. M. Lyon, M. D).,

Director, DiVfsion of IHospituis and
MfentaP Hgygievi, and Actinfg. eeitnct

(Printed mid-diAtribnAtl by the Generall Welfare Federationl of Amnerica. Inc.,
46O1d Age Pehnlon Gl mly", 943t Pennsylvania Avinne, NW., Wnshitigtoll 4, D. C.)

Tho-CHNAIRMAN.- We have one, other iteshated this miorning-
Mr:-.S., ]oter'. .. I 1 .."1

i~X. ~s~,you lrity IiaV . a seitt ia .? caesi.Yt re the
generid fiodeary of, tJ' ie'e Voik State 'Ptuil I3ureatt Federationi.

~4~EZII~O~ EWAE S PO~ht~GZoNERAL SECRETARY, NEW
YORK, MT) FARM, BURMA1 FEDERATION

Mr.. VomTit That is correct, sfrc,
~~~~n are tpeI iealf 'of th'e Federtition,I Mr.

am t Chairmam;
"111 0vilawirmN. You niity, Proceedl.

1); 0,1 t. . (hiaItzan pid fu~iflb~ll tf t'6nunittee, r lip r-
~i~~t~s~jort~IltI to appeabeoi 4l collmttee 'and set northh
~wifthe1'~w Vork St~tm, Farmn Ihirat iederatio1 iln favor of

'itviitti old-op -avd survrivors irmturane, to f armers bnd farm

VWf St-1# Var~urok, It d'erAd'o i, a fedoratio i of
46" 6ImtY'f likri Yueu~ 1 e ~o. State having 4 combined

nelibershi) of , adre than 89 OOO fatncrtj A
TWh be~ .*m iedU :flh the 8smii of 1,44,

Ctouliy ariwbuiiu aeitve oallitk*41e .presented fads, Coll-
-eerping the .oeialweu'rity Progt'mputn u h d~tg and

d~dtA~e~~f ~ O~fi u&y tit thnt tin.
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About '800 leading farmers throughout the State participated in
the discussion. An informal expression of attitude was taken. About.
one-half of the farmers larticipating favored extension of old-age
and survivors insurance to farm workers. Practically all were op-
posed at that time to extending old-age and survivors insurance to
arners themselves.- During t te past ti years the matter has been

discussed a good (teal in Fiirni Bureau circles in Now York State.
The discussion led to adoption in November 1948 by the official dole-
gates in the Annual Meeting of the New York State Farin Bureau Fed-,
eration of the following resolution:

Farmers and farin workers tre not now covered by social secarlty,: be it
Rcsolvd. That we urge the inilsilon of thI0 grou11, in the oll-age and survi'oi*

ImrAtce program of the Federal Govervimelit. , I I

In April 149, Don Wickham, of Hector, N. Y., a fruit farmer and
'vice president of the New York State Farm Bureia Federation, ap-
peared before the House Committee on Ways and Means and testi-
fied in support of extending ol-age autt'survivors insurance to
farmers and farm workers.
"The official delegates in attelidance at the liniual ineeting of the
New York State Farm Bureau Federation in Syracuse, Novemlber 15,
1949, again'tbok action its expressed in the following resolution:

Farmers id farm workers who are hel)ing to pay for mial-securiy bonefis
for manlly grolsl tire i~ieligile 0nidei'prese'vi law to ple~tlellutte l ti te progrom.i

This phase of social security Is ia form of annuity insran.e anti IfA so nd
protection agilnit th6 ptistble hardships of old ago and Inablilty, to earn.
.lli Protectlionl is no aubtitute for liidlt lqldelt proilhuii oil the part of the
individual for his or her old age but ratller a wlmient designed to provide
bare essentials: lie it , , .. I -"
." lResolivd, That we urge aisadment of the Social Sevurlty Act to the end that
old-ige and survivors'. insur-ance be made amillable to farmers and farm
.w orkers.,.',, . ,*! : ! ,i ,. : ,,;;. '. I , - .. .. . 1 :f II

-'. The two resolutions quoted ahoi-e Were unalinoisy dopted' Now,
•I don't meanto imply that thee resolhtions represent the thinking
and th6 opinionuof every one-of tur 89,O0 members. .They do rell-
resent, the thinking of a vtry substantial number of good farinere who
tre rspoiisible, representatives of their respective couhty farnt bureaus.
t 'Prior to, the,.adoption of our 1948 rtsolutionu>;we. held regional

'meetiigs-throughout. tl State with executive committee members of
tore county, frin bureaus and thoroughly discussed the social-security
pmrimn with the able assistance of Dr. W.1 I, MAyers deati, and Prot.
T. N,'Hurdi-of the NevW York State.College of Agrculture. At the
rontlusion of each regional meeting, We took a votq of thb more than
4800 pract iiefai'mers who participated and.we found that. more than
90 0oellet favored lextension of old-tige and survivors ilisurande to
earlierr aid farhiworkers. .' ! 1 i,,,. .. , ...
*.,Tie. actiolf, the' official, delegates of the ,New York, State Farm
Federation hai nbt beli the result, of analijudltmiit. OThe, problem
has been weighed without emotion and the pros and cons have been
thoroughly discussed.
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fIIIn outr e consideration Of the 110viftl-seeritY pro0g1-11h1, "s it. Might
fpW. to agriculturp) we 111v ooriviiieo thatmwd deoos not kmiit~ for

utimiployinent inmnrittee in thie farming busims.
'For the' most hat, utinlyie is, 10t it probloul ill fariuling ill

epite of the fadt that there wlayv be wide 1lmtuation lit furin wages
1rioii tithe to tlni.,. 1'arin wagre ax always a comprwiiim betwevm file-
tdr Wvigeqitvd toxin prices. WVhat industrial activity is igh, furti

arehig. Wew ndutril actiityis owfarml wNvitg dltwline.
'uulng~.eicas o hih (ulumtr~l enxloynintv the jmintlir of
farm orkes (lehih doeto hgherwagem i I- oter Willi ii indus-

becoe grat bottrs ad ii rimmony ofthos wh lose their joha in
industry......... ruitistotfriwgedehe uder titih ouid itions,

bL 01 thuw v of aroxsup e ill agriounire icess
Agriultue,: nlik iudautvaind busiiwss, etouxot ,hut don tho

prOdction line'during porlools of roSO1or d&'.ineI iin the prive
lmwel. 1 Wrinxg a'uch jir~d rillomrt omployinit ratlhor Othans h'oe n-
Plolentt occurs oil form.

,,!Mally of Ourp leading farmers. have expresmd the opin1ion 0111t. if we
,are ito lowe the type' of yeor-etrounid farin workers we need oil New
York 'Stato fwuwo wt,. must. sriotisy mwiidoer extending to tlee
Nvorko'ssonie of thme benefits available to'factory workers. It. a )vars

ii is ai the Ps~t thing w6i could extouu to tON% workers is o -x40
amd survivors insuran(*,Ie. I .I

Fa*Mrmx workers- I doubt if tMere canl be much, difference of opinioni
ooconilt*' e 11ladom of extending old-age and survivors itimiran

fin o ors.
Tfwenty-fivo years ago meoat of our year-cmround lorin workers were

,yoft# men who were, on their way to farux ownership. The sitama-
tuin isv now different.. Extoeive ieklhanizat ion of our farming opera-
,tioxib has:it, only. made pmsible, hut has inade neceiry. enlargeo-
mintm4 onr-farm&. In Newv York Sate we now farm one-third tower
fonms "xde-eqxaiter leon avreWg that we farmed in 1000. -.In spite
of -this redmntion In number of ,farminaad acreage farmeid, ve are
now-producig in New. York State 20 percent more than we pro.
datectin 1000., We canl expect inunh more vaecianization in agro -
ture, in .the years ahead, and, undoubtedly wd shall have, still .fewer
farms but lazWe farm unit& , All ofthin means that a large amount
6f capital is iiow reT"Wrud f~r sk younp couple to establish thxeinselves
ii fa~mirag in New, York -Sftae 'under morn conditions. Canst.
qjuditly, ahtrge proportion- of our year-around farm workers hava
little "hope, of orertidwning' fairin of their tiwn.- More, of thn are
tondirr o becois prof~uonal hitsd workers., IN tho- absence of tho,
inefentive of eventual tarml ownership, we must think, srltouslv about
dev~lnX**yb!and meins 'whereby th~se Ntorkim, can make more ado.
qu"01provIion or tl ir'Old Afffiand for their de indent&.I
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Unfortmutely, mitt prsona do not think muih about the prob-
leins of old ago till they reacid or pam middle life, mid that is too lato
to develop indep itdently t very adequate program for ono's Inter
ye r. ' Tlitmv i nilso a tendency. in spite of the relatively hi h wages
now paid firmn workers, for these workers to eolnpltely livt up"
current income. In fact, many live lio.'ond their current incerne
dilld bOIlome involved ill oxptnlsive dferred-pamuoent plans for mto-

mobiles, household eluipmont, lid the like. lAke ill of tho rst, of us,
gome of thes. workers, through .iood anuriinaemit and goodI mueltll,
110i_, savingS mid provide for old age, but it very largo prol rtion
do uot, ad they art) likely to beenilo a public burdlen on olief wle
they Van no longer work nd earn.
'1lhl v'er-nround htirnvl inn. like the farmer, wimus to P njov a ,alson-

ablv go d stnthard of livill---wants to pxvide %dueatliolal oppor-
tuuu'ties. for his ehildren- ad wants to enjoy Ia rasouaaly 11ot)1 t'idstanding in hisr community.

We 1%6 convinced tlat. extelonl of old-agm and lnrvivort insurance
is tIl kind of lotect ion theso workers ned moat tf till. ('ortninly,
wn, iploytnent insurance has little or unothingto offer thmoe peoplo.

Systemwtie deduetiouns from the wage paid thee muon, hutched by
teiplover contributions, will ml'mit thitse workers to hive as g o
a Atalhard of living as they would otherwise enjoy, and at the se
tu, huil u soue .eurity for old alig. luilin g Wo111 degree of
old.age . 'uity tlivotigh tlis form of mnity imrance van tertiuly
impnrve the morale of workers and contril;ute toward greatr self-
rospoet and peace o f mind.
Tie farm family: The best. security that could l. ibly be devised

for farmers wuvthf I e that of a stableo price level in linll with fixed
costs. Violent. rise mid fall in the priee level is the root of most, farm
ills.

lUcam of the largo amouit. of investment, required in modern
farnimig most. farmres havo to begin with a sulbsatial furm mort-
gk, pius considerable index, tedulnl. for working vapital. The first
objective is to liquidate the mortgage and gtb out of debt, If the
frnntr is ltcky enough to have been bor tit. the right time so that
he caln go tbrleh a period of good prices during his early Velrs,
he ma11y got. out ofdebht olltively 5001n livid be in a position to bl'ifld re-
serves for old age. However. if lie is unlucky euou hto bv born at
tie wrolig time, he may be approaching old are fore the farm
is Imid for or worse yet, lit may oven reachl. his old age with considet-
able debt, .,. 1' .,

It Isweustonary practice for the farmer and his wife to plow bmck
into.the farm bWiues their earningg; eon.,quently, many farmers
ind their wives when they reah old lige hlve, mtt of tleir equity
tied up in their arm business. If thoy rem.h old age during a period
of low pmieei and depression, they may have to saeitio their farm at

759
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offly. it fi eflolitf lttuvhto git, 11101101 to live oil 1111 to piky
(6or 41nti hespt hills. Su81ch owss (1re0 trajiie and ill Spite, of work.

lit hardi and saving. alt of their livvt titey itiy wvind tip in 1111801V
tn% dsjwr tioll,;too proud to ackvpt telief,. yet too poor to IMe withi.

Irk the ilbsee Of governmneiltal proies to bring about Inich greater
stability inl tile priee Iev'e, the fariner Who is seif-011iployct il it
hIgl aadu (wenitiloll, Shoul1d hatve dilo securlity ofa d-g
anill srvivoi:s mii-~c*. Trule it is that the Ittits1 to bederived
eolid nlot poitil ivI him anld his depenkidents, in thle absenlce of
other ineonic, t poo. standard of living. -,lowever, modest puilkets
froli m n alureu sourcev, suchl a, thie (lid -A and stirvivos hisiriwee
filid, could 1h01p grealtly ill providing therware mqsent jals its a slipple-
nit to whAtever other incomeo ho iit hanve frm personl savilgs.

It shotiI bekept in Inmd 0iat ohil-uge atiurvivors bentefts are nt
a(loverintiewt. dole--they arev lot relief-they flare systemaitic pavy-

flietita Wo tiose who have Nvoiked hard-whot have, saved tid whio
havoc ir~ihed old aim,

The question is: Can f-Arniors afford to pay the costs? TI'ii is an

thrillng is keyed to cash income and cash eqpen~itures (Gasoline
has replaced oats as fNel for puonm farina, lit mitny cases the oil
burner has replaced the, chunkc stove; electricity has replaced the
kirosenif lamnp; artificial breedig is rajidtly replaig thie herd Hire;
taxes arm inerwaing; e.xtelldittire09i for fertilizer, feed, and other farmn
sulppliesq have omie llp greatly ats at result of higher prices and 111110h
"reter nie. AT, of these changes, while, they have iu1Ad great. progress

in food production and farmn living, simply mneau that farmers now
have MANY fixed cash costs to "'eet-.

'Fhe question arisies van tlie faruiier meet the, increased1 cashl costs
invuilved in providitif old-age aid survivors iinsuricei for his workers
and for hiimnelf I -Crtainly, it. would be uitsuid for him to let his
buldin , e~iiiinent, and liveitock go uninsu81red against AMre It

wu d idioumtid for hin to let, his life go uimisurd uinst pre-
mnature death., It sees equally unsound for tutu to lot, hia old age
go uninmired, against the biara essentials of food -and a place to livo
when his earning powr is gtone. -:-
Af old-age avid survivors insurance is dcesirtkble for farmn workers

and-fr~ers themuselvai, andi Nve are convinced that such is the case,
then bv soine ineans or other farmers will find ways and means to nmt
the cosks involved.

.,IrMlb buildei-z Of hil of the Indtistries in Our count-ry, Pand this
applies to the greht industrial Enipire State, agricutlture is the mlos
bt"l and the lost important, -It will be in agriculture where we shall
iahelc our last givat otaiid for the phesrvation; of "life, liberty, and

the pursuit it hmatpineml" the -defeat, of eonmmunisin anid the preserva-
tion of self-respect
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I sometimes thinki thait the grtjatest colitiititml made by onr farin
orpitizt-tions1 tind otir Agrieliltma undlmXo11ioil Service has been that
of hielpil(it-I -arm pol tOo puid of their r o il. Pride in

ttesIIoession is eshsential if onew is to al1ilie hi rhrgreatest vonl-
trliiition its it lrotiim'tivt' producer. 'rite New York State Farmn u-
roan1 Fede~rationl is suIre that extmisionl of old-11P Ro ad murvivors illsor-
ance to lWitl farmers mid farm workers can hel both toward givixter
prideo in their j)teSioig, Vimah (ddt cotnmenid peace of ind
and, can imake many an old aige at hia )py onek which otherwise might be
blotted with inse'Climity. despair, alA, relief deplenidency.

TI'Iik you, Mr. Clihaima.
1lTheCI~IMN 'I1111111C y~ou N1cryN 1111tli for yourl a~ppearnme,

thoe olitilittee, said thatt of lt, 6.61 ilhiomi fill-it operators in the
UnlitedI states 3.5 ivievemit -- or ab1ouit 3.' pwevtl-.-- aliredy have m1ade
somet t'olltiiti ois to t h1 (bld-aige 1111d1 sirIvivot's i lism-811Cee syst eit, and
thait of (lte -1.6 million hired farin workers 'tri peremit have contributed
to the svstemnl, becvause of hatvinig hol jobs It Sonm e, intermit-
tetly Iniyhe, lin covered employment, From your experiencee, what
is vom,' kconlIttient 111)(11 that statemptt tas aipplid to the farmers and
the farmn workers lin New York Statef Do you think it has a factull
bilsis ?

Air. Fosrmm. M~y observaltion votili be. Mir. ChIairmant, that the per-
centage of fitrnnworkers in New York State that have been tider
covered eaiploynemit would be Imch, mu11ch lens titan you Itave jilst
illdicated. p

The (' ntA.Of course, lin very few instances have theyN herine
fllyv initmrd. bilt thm, 11iv have nia1de soliot ri iit ion fori at brief
te r i od. Would (tatvb true iii part~ at leant ii New York, do you
think?

ilr. Fposmm. It Avoll h tue I think, lin part, but not to any sitch
extent as you have indicated here.

,rte ('mmiaARMZ You have, f rota youir statement, of course givenl
consideration to this subject. D~o yout think it can be applied Ito farmI
workers, to farm labor, as a practicaml stop, 1% prailn matter ?

iMr. kForra I think it is quite )Oib'to npply it as a practical
matter onl what I would refer to ats outr Nuar-round farmt workers.

Tite CuiAuIAN. 'rie steadily eniployt' d faraiers?
Mr. Formt. You see, we have pretty steady ciaploymnent on farmsa

ini New York State.
Tite CtmntuAN. I should think y-ou would have; but that is not true,

of eonnise, in some ot her areas of th fioun011try I
*Ar. Poirrmt. Fifty-two jIemeit of our farmix lot i cones front

datiry farming.
The (C1TAnmmAN That is a steadyocptin
,Mr. Rom. Yes; it opIxntx-s the year around.
Theo CIIAIRMLN. YWO8
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Mir. Vok-it, WeVo ha itvi' QOtiksonl woirkoVr ill firly i- liti utudors it,
fellit, ioquI vegiot ohio )woit eioll.,

hlut I 'thitik (thtt,.1or to hilk Iftilt id w eiili oir ltetiiialit. faint
luu11is, oit. yov- eluttd filIII hld4, It. is qutito pri-t ild tol apply old.
tigo ilnd attt1Vivor'I nltI'tivetc to t hat group.

'1110 (CnttuM10iw And vott (to thtinkl thot thlt faritiot' ltlm'1i'lf titight.
01110ti Itt 11)4 it seaol Oilikloyi'it persol, ill I liii tivsh,111V You ( 16i11 thIIat i.4

thei vn'ttliti')tt. (if th' fnititirs int Now Yurk S4tnte V

tat litivo brttl (tt144i'iniiI 11114 O%'01' It 11060t1, 1t~tid NVwold ~A1 M01oo4%

kiitiloig ot hut l, grol~to~' l ps'o~b.

th111th CW~IMC'. ltt'itoitii'utO'C', tOf 4-01lt1titP, th)l far11 nit t 11iutoat

1110~ "i C iTIANNIN. A to tloiiix,11' tttiy t'iot t

Mr. Flpf;vi. '1111111k v'oti, MI .. I ChntivI1ittit.
'ri ('uVtRIu.Mw. 'I116111o 01 tiut het' witness t bitt we liavo het aked

Sotuatot' Mtinnity iiskid tht tc. 0. A. Ilt'goat bt, au'eot'dud tilt op.,
puIr titlitv to 11111i('11r'.

Is M'.: Wi'-g4o1t ill tho Voi'ti f
Alv. Il 'soti, wo tWo thitou Otto Sititi floor', Nit if %-tItii, Mititt'

11oltf IR h'n'hf,.%T AN- ill ttry TM od ar vout this titorititig. V~ott t1111y ho
senttIt Hfv~ott wiql. yottllt'o t tt' iiltiltl Or111 of ho Montt t111utu lite 1111
of'Publit; welf(are? 1., that, vnireet?

STATEMENT OF 0. A. PERSON, CHAIRtMAN. MONTANA STATE
BOARD OF PULJTIO, WELFARE

10tv. 1toristui. YeIs, sir.
11'11$ ('IANoitM , Y011 MiuV ho1VA1 I t, tutj MdWe Wvill 6% Nery. glad to

hut vi' yoIt' st tollt'm t it t 1ti~ tton. I
Mrl.. HIH~wtuioq., sr., (haltinim11 And W)lonlet of thep keolilittlv, 11%4

~iA111't11t1 of tilt Boar it' of1P1111141 Welf (if ft ile Stti of Afotittittin, I
11t11v u4ty thnt I Allietid thalt it hill pasd by thep 1110118 of Rtepro.
8otiuit vs villis for ltt'iuglng tutothor 1 IUHH~),OK) perltonA utuier tho
iltsitltitt'I fbtOvi.lIIlt of sOCial Rteltrt'Iy. ,h~ 1,111t goodl, 111t, we vold
lie dislippoiiteld if tilt Conlgress, hetforo it. iii through at t1h14 Hsgioll,
idei iiotalt Iiik'ludii Pslf -onployedlfrto'tui ~inlirl~o'tr
uttuor tis seenrity piovigion. *

~titeh a))o'Ciitio d V oitt xtendl evyorngo to abot.t 40,00)0 tugrbuml

help roditoo thu trionditi tunflis ve- art' tiow Apondilng for' jAdly

0111011i1tt txiwitdtd itl S1tate 111d loeuul ftitda lsfovt old4tM 'Aasittu'o
itt 1949) wits 7t li'rt'ott greater thaen the 11tnolitt sptent inl 19*ttl, and
11tnh'SH i1ttra11VNu' 1 irtiu'iaili ueonto likorl, 01etvo tite tiltility oif tilt)
sttoc to Iltiir old -ago isAitt auii'ol paylN-6n1tH Will hi' 1.4oy t tauuol.
Am yott kntow~, udetr thle prosut prorlitiott of social isiurance ot0Y
a itnuill jnipottitit i ll workers ill Mfolttin a11v covered, heciutto

SOCIAL 14NO11111TV 1MVINION
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Mol-0111111 is piviloill i till tit I%. Im ligriv-1111111,111 Stlite. Bt-vallso or Olis
Ilick of cove I'll ge, it disprol ol', iollikivIv 1111.11w 111111111m. (if 11-vil pt'l-solls

will Illivii, to wly 1111oll old-ligo 1wsistl;IAvv its tillio gtivs (111,
Also, vvi, Iselievo 0111( (lit, 1161611111111 111,111141rN. I listi I'll IWO IM111011 1111dol.

old-lip, 1111%1 min ivors ill,4111-1111tv, whiell is llo% $10, Sholild 1w illvivil"AA

to lit It'll-it it millimilikk of $30 PO 11110 till' I)k'illllll'.N. 11:1 V111PIlt is Vilklill
to tho m1k\illllll1l 11111111111t, 111v leedevill Owt,1111111mil lko v provitles for

Amell livetiv ilvi-Soll I'vi'viving old-ago lissishilltv.
It. Nvoidd sevill livollt'l, 111111 fl.lew sholild lit, voll.-istvill, 111)(11

tilt, invivaso of I to 1161611111111 11111111111w 111411pikilvo lit,1104 tit (lit, 111vve
411111111111. wolthl It it lit" litille, vil'twi till retilivilig utirrellt old-Itgo

lissisl mwo I lity It fI,, it wo llumly persolis who llow I'veeivo szolklo
Miller bot I twi lg I'll Ills.

wo I 11mv tllli( tilt, illsill-alwo provislolls should vovor till

Nvolthers, 1111d (1111t tho lit,1101( plivillt'llis lititivi. (IlvS1% proviiiolis sholild

V01110 t1losm, to 111i'milig (lit, Ilet'lls of Ilvoph), Illut
from old-ago assistillwo \V41111d 1w ill fowel. vwvs.

Will I wgill-Al to Fod(will holp fill- Illiblit. \w (whevo dIM.
Voly, 'I , 8 Should StIVIC some NVIly to 111111w t ho fillills tiow guillited Gir
aid to dellimilmll elkildrell vt lllkl it) thoso fill- old-lige tlt;sitifillwo 1111d
aid 0 , tilt, blilld. 'I'llo max 11111111 of I '.% 4

1 11vlvllilig for 01ildivil tit IST*

fol, I lit, fil"t chi 141 lind $18 fill- vilell liddi lonlil child , witil 111) provisioll

fill, 111111i'lliog, tilt, costs of 111vetilig Olo twetim of tilt, 1114)(11m. ill- ollim,
1111till. relittive. who vilros fill. tho livetlY chiltilvilt qltw , liol provitio its
Ilittell 16N.:1twill 1101) it-, fol"dw I ither vrogniliv, wiltwo (lit, ma ximmils
RVO $50 f w vilell v igiblo 11 '1111011. This dist,111 Millit's R dillivillt.
fov tho ShOvs to 11111111tv aid to dolwillivil t vlli dlvl'k till im villitil Illisis
whit-11 wo ktro lryillg to (it). lit our S11111% wo will 1111ti it livi-I'sSill-Y
it) mitko sottit, " tit ill linymmils 101vally (till low fill, thesil 061111vil.
Wo holle (lit, Co " OlOss (11111 Provido flk1;d-4 fill- I I its grolip ill OxtItISS (it
fliw* now provided 1111tim. I he Sovitil SvI.11URY Am.

Wo b0im-IN thill Congress -Alould ilko provitle levillwal livill fill,
'1111villilloLva blo' pooplo wllo 11tv ill lived but it'll eligible fill- olil-11go
amistllm:o. aid to (111% Illinti, 111111 1611 (4) tiel ,, I I (It'lit childivil. Thmm
art) livollit, who, livelillso (if till, vi4ell I tit- Ilit'lifill illetipwity, A-11111lot Work

Will who, 11111"t ho liviped. V'v do Ilot lielievil thilt tilt' provisioll 11111do
ill 114111go hill (h)(h) grilvit tillito fill- vitmigh atid that it wmilti lit, bettor
tO -,1ViljtN ()Ill. thil NVOIAS "llm,111111wilt" 1111d Whilo wo n1wo

Homo 41111,81ioll tlllkt leothwill fillids '411111114 Ili' ovililliblo ill I 1011gh theso

I)rogr imm for tiecRiv Iwopit, Who two lible towork but ill , o 1111t, I 1111loyell,
wo (to bellievo thal'thorv shoilld be leedt'vill holl) for persolls who Ill\%

110t. liblo to work Ivevallso of ililleso. dismiso, ill- disability.Oflimik you, Mr. Chnirimm.
'1110 011AIIIINIAN. Aro t1wro imy tpiesfiomf
Thank vou vor 11111ch fill- youl. tjilwarallet" Mr. Dergesoll. Wo

lvolv very Igi lilt tof,11\10 VOIL
I \Volllql like, (4) 111wo lit Ow rivoril lit 116.4 point till oxhilill, whivil

1111.4 Well littid by 4 11r. Thollills (1, Sluck, pix'sidwit, or tho Natiolml
Railluld Poll-.4414 Fovtllll like,, which shows tho dilrevellet) lit bvildit
11111ollitts I-Awelvott under tho railillatt rotirellitlit Plystollk witt old-11ge
aml survivors insurittim
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(The exhibit referred to is as follows:)

ExnuIrT A.-Soe'l aeourU1V, railroad roltretmwot, tax papments-A cosolpfir805

Ilolail Seuritytax Railroad retire.
raloolin iunx. ln1lt tit), rlte Olt
It11301 earlliins W)01 lnaly l Ini 1*nt Wlolk1r 1 h--

r nnth or earnins per HlnNlie Iot

Year ' per yeair m1ou)th or $3,O
Per year

'rilln"' P lolhLrn Ilewnt
"''r ent ToI) col ][tVoint 'ota root IOMi MIOWt- MlO

7............................ I P I" " 3 & V 20
1............ I Al1 24 9. a 311 (0 D
13 99 ............................ I ZX, 09 &Z O 210
VW1 ...... .................... I 3 / 108 M~ / - A' -
4.1 ............................. , 3 M .0 74 2033

1911 ............................ 1 30 3 V }i .11 0 7 83 W3 4 . 1 30 31 117) 3. W) 7?) '111
0* 3 301 at 117 3M1 87 VO

1043I ........................ 1, 90 31 11 &IMt8 10......................... 30 3 211 421
1 97 ............................ 1 1)) 7

94 - 1....... 341 Al 2117 &3)90 177 S1
........ I8...1 3 2161 7.20 3)10 020

Total 1 (13 yoa) r1......... ..... L1. . 3 7V ........ . .:W..

80o4e1 wittilypro- lalilroad relie.
p3.'.)2 1 1)1 ta l'to met1 tax1 rate oil
on1 M22 in%%3- M21 111P1111111111 Rl ckr )3
1111 3er 00 t l r i l lnn p H lllorkers p,31-r

Year or S3,6.k) per yozlr fouIh or 3 31)

l'et~n 1'tal' e Poten l'olnc<>I ilXtim lolllr4 V'er'elli
re 16r" llltO IMooro

39 0........................ 136 $84 6 I $ 41 4.0 $162 300
i3Ml ......................... 2 72 0 230 & I .1 344 2003
1032 ........................... 9 72 A3 733 & Iis 163 21'14
IOU ........ I ................... 2 72 316 2W.1 3, ITS 153 2)211
19 1 ............................ 72r, i .U% & 1. I.1 312t,
too ............................ 2 72 a l 1% IM. 3 ,3 2121
o1 ............................ 2 72 t% 2.1, & 121, 153 2i
17......................... 2 72 6 W2.1 312.1% 153 21324

722, &33 I2O

!1..:............... ........ 2 1 31 3,1) 333 31,

1098 ......................... .2 90 1 7.7 ,10 3il7 310
19)14............... l 16 1337 1601I .................... 3go1 613,O 317 114................ ....... go 6 M1 .60 I3 ISO17................... 3 12 st W37 1SO
1W( . ... ........ 1... . . 2 M 194 137 ISO1909 :......... ............ 3 1 9 10 7) 101 117 MO

S....................... ... ....... 1,R00........... ... .. %,)1"7 ....................... .It 108 a 43 2,228 &R 11 01

itI Bourc: PAO 11eetilon News, published bi Haloote Railroad Penion Forum, Ine., 1104 West lOllhP1. t ,hlcagn 4, 11l.
I om397thlruh IM Tinworktr paid almost 44 times nior., 64 p61cert more, than those covrel
yioerlWlN tdbll W tl : -i . I . . ; . . t

R 3n060 =lt0 39I tell work#" paid motlrel .1 5 tht. 1r 0 0,wolt more, than those covered by

, "l h 10lil etkr k'Al mo11rout~19 ee 13, atmoolt 1111184m more than

Nots.-The above exhibit t A haa been suhn~itted to the Sentate Finance Coramitt66 now holding hear-
l~l, o 31 31. 000 fr teirsiidysli cllshleato that rail woateeb--sould rerelve the sams Inervae.'

nhee-tlsI now 0+ proed foe' those covered by eocial so~rity, ani h.s been 111blite l by ThoI1as 10.
fllell>prldet of lb. Nalonni Railroad Pen"46on Founi, Ina. (a voluntary orlanltallon of union andnonuolen ra4 wor), 1 ")sbeItiar 393O.
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HxIIIIIT 1.-ooWrll-8wN14'i1 bcuaeflfn vtrel#i railroad rctfrcimit-A eomepatrison

i1 7 ......................................
1119 .............
3010 .....................................
lo11 .......................................

.......................................
111 ... ...... . . ........
IN1 I ..................................
3194 .................... .................
1911% .......................................
11..................................
I ... . ...................
119 ............. ........................

'o119 . 1. yv.a) ..................

IW O .....................................

Sodcltl lildlrml

Awb'lly tostlml t,

120 1,440)

0 1,4411
I,0A) 1,411

101%) 1,44o
1I)2) 1.441)
1, (.) 1,410

1,021.) I1,7244,P. I 41
P,.M . :"

ItlI worker recelved-

Timen ,ollar1) P rtent
11jorl, Mon~r, Mlore

11 4$I ) 41 .l0$1.I 4 If) 0
1.41 4-A) 41,1
1.41 4.11 41.I
1.41 4.9) 41 1
1.41 420 41.1
1.41 42t) 41.1
1.41 4,Al 41.1
1.41 4.11 41.1
1.41 4L1 41.1
1.41 7111 41,.41. A.5 Pil M. I

1. 69 7q 1.4

. 1 MA 69.4

N Co tewlltefills im1ll '1).

I29I.Ipermt ll I errw. Jil1, I, N $7llvro .............................. ....................................................... 7201

Aller ...................................... ................... ....................... i

TOl .......................................................................... 1. I4

* IroIllIi 1917 th10d191l 419 tmll workers reeIved Isn llox I (ll i )ll 11th lotleo 111m11 lh n t eret hy socIal
eklvirlly.

* l're0l la :w.

.............................. ......
l1)3l...................

............................ ... .....
13 ...................... ... ....

S. ............. ........
I WIN .................................
IPM3 ................................
10%7 .............
1%,91 ....................................
11)21) ................................. .
PC'0 ................................
W. I ................. ....... ... .....
192 ..............

3 ...............
lotI ............................ ....
1W4 ......................................
low ......................................

Total 4 (17 y,',is) ....................

$ I, Sool
1. 1 00,
1, 4ix
1. 1.9)
I. S IN)I, 8tw9
I, Sti

I. S)

1, 5141

I1.1 )

30,61WW

l14ll
$I rier,

113 11,111

1.721
I, 72S

1,2K
i, 7.s21.721,7 1.'
1,729,

1,729

1,729

I1, 711~

Roll Ivorkers n'eIv#-

iIes lelr l10rlm

1.14I. 414

I, illI 4141.1

1.111

1.141,1O1

1,01
1,1)1

$72
72
72
72
72
72
72
72
72
72
72
72
72
72
72
72

1,224

4.16
4.11
4,18
4,16
4, 111

4 10
4 18
4.10
4.18
4.184.18

4.184,164, tOl4.16
4.16
4.18

4. i8,

* Frol 110 through 11)1 mil workers r% 'voV over 4 prtcet less 11hm I h)0 covered by social securitY.
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F , x1fii B.-8oolal-scourfty bcnefita vm'rus railroad relirentent-A
comparison -- Contlnued

Socil Rail Hall workers receivo-
Yc~~~tr ~security workers ________
Yerpro7 e(p rosl

nsium at =mum Times Dollars Percent
possible possible more more less

1967 ....................................... $1.S800 $2,018 1.12 $216 12
S...................... .... 1800 2,016 1.12 216 12

19 ....................... 1800 2,016 1.12 216 12190180!, .12 ] 216 12070 .................. ...... ............ 1,8Wo 1o.... 21| 12

Total 1(4 years) ............ 7,200 8:064 1.12 864 12

F prom 19M7 through 1070 rail workers receive less than ti more than those rovered by social w.3urity.
Bostcc: Rall Pension Nows, published by National tailrood Pension Forum, Inc., 1101 West 104th

i., .Chicago 43, l1.
No5.-Thoabore exhibit ID has been submitted to the Senate Finkiro Committoo now holding hearings

on U. H. 6000, for their study and considoratlon that rail workers should receive the same increesso in bene-
ita now proposed for thoso covrel by selI weurity. ,usd has been submitted by Thomv; Q. Attack, presi.
dent of the National Railroad Pension Forum, Ins. (a voluntary organization of union anI nonunion railworkers), February 1950.

The CHAIRMAN. The committee will recess until 10 o'clock
tomorrow.

(Thereupon, at 12:20 1). ni., the committee recessed until Tuesday,
February 7,1950, at 10 a. kn.)

/
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TUESDAY, FEBRUARY 7,'1950

ITNITmD STATES SENATE,
Comsarmrss ON F'INANCP,

Vashington, D. C.
Thle committee met ait 10 a. In., pursulant to reces in roomi 312,

Senate Office BuIlding, Senator ',alter F. George ( airman ) pre-
siding.

Pr sent: Senators George (chairman), Lucas, Millikin, Taft, and
Martin.

Also present: Mrs. Eligaheth B. Springer, acting chief clerk, and
F. F. Fauri, Legislative Reference Service, Library of Congress.

The CHIAERMAN. The committee will come to order.
Before the first witness is called we will insert in the record a letter

from Mr. Cranston Williams, general manager of the American News-
paper Publishers.Association, a trade association comprising almost
90 percent of the total newspaper circulation, setting forth the views
of that association regarding the clarification of the definition of eni-
ploynient as set forth in H. . 0000.

(The letter referred to is as follows:)
AMERICAN NEwsPAPER l'unaS.Isits AssociArioN,

Neo York 17, N. Y. February 3, 1950.
lion. WALTER F. GCEottc..

Chairiman Schnte finance Cominittee,
United Rtates Senate, l'aehinglon, D. (.

DEAR SENAt'OR Ggopte: The American Newspaper Publishers Association is
a trade association comtiriaing in its mnembership tinily newspapers representing
almost 90 lierelt of the total daily newspaper circulation.
lit connection with the Senate Finance Comnmittee hearingg'on bill 1U. 00&)

calling for expansion of coverage and Increased b, nefits under the Social Sectirity
Act, the association respectfully anks that this letter be considered by the coat-

tmittee as expressing Its views with regard to one provision of tho measure as It
passed the louse ani is to be considered by the Senate Finance Coiptlittee, and
that It be ndoa part of the record of hearings before your committee.

There Is included in bill It. R. 0000 a definition of "employment" which is in
effect based on the "economic reality" which has been so strongly advocated by
'soine both inside and outside government as a proper substitute for the long
established "master and servant" d(flnition which traditionally and historically
has worked satisfactorily up to now.
It is our hope that the committee will so amend bill U. R. 0000 ns to retain the

existing law requiring the employment relationship to he determined by the well-
established common-law rules, or that it spell out in the law an unmistakably
clear definition of'that relationship along the lines of such common-law rules.

Due to the far-flung operations of the newspalr business, perhaps no other
business embraces a wider spread of earning relationships. Under our many
laws governing such relationships, no other business'can he more harassed by
uncertainty as to what the law provides., It is for thid reason that we seek a
vilqtrwtct definition by the Congress of the employment status.'

SiUh a cleai'-cut definition, it is hoped, will remove in large part the uncer-
"thilnty hk to the employment status of those with whom newspapers have various

.""'' W ' : 761 ,*
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dealings, thle Vagarleat of admtliuunstrative rulings antd tiuwit antd money iconttnilig
litigation,

Thto Anerlt'an Npwslir Pihsers Asst'lation does not express any oliposi.
lion to eXpanlitle ial VIISOCUrity anti grtmter eoverago-proviteal there are% well-
dolfinitl revisions III thlt law Itself, not stiet to alteration or retlelition bty
ninilulst rat ive agipees or (lt, ourts. It does believe thait n program based upion
"eonmic ility" rather thati ii~in time luitigaceqeptI4 iiAter andi servant"
reatioushIp will evountily v'roato suchti Irritatitl and mmiihvoe, that It Inay 11lnally
JeopArdi'.e thle entire av scrt program. It does~ biieve, thatt tilt% vigoillIA'S
couplets witll%1mm' attemlptedt lt Icouip rebenslve natu oit thei dotinliton tit 'eitploy-
mnelit" will In lte endl defeat Its own piurpose.

The eutployee status under itinm'phymieit inmirance has bteen leftt to thle
States to tietertulne, There has be'en li1thleullly 11nal lIttle1gllll litnI this
field. States generally have confirmed to at constttt l'attern lin determnInutg
thle statue under the monuoni-law rules wich lt vall t idter %vorkitivit's coimpen-
Patipit$orta cases, ani relatedl fiels. Vanm the Conigress not lie etiually retillsttt,
lullsa approach to thme problem ?
* '-.Tho gmowinit atlrnnitrit-e desire to rover self-empoyed has% rostited lam a
seritua ot a~muimmltrative ruling, 1%in o casest u1111ehi by tho volirts, exitmidlig
the theory of "economic epuiny anti "conlomlc reality," time result of whIelh
'has bm~n to elassfy ail ever-ir'amlg ianho o tit' Ii elf-emnployed as. on'iloyceso.

',TIia atiminltrative effort t0ent ito far that In 1147t the tVougrt'sa ItvItef enaietd
laws which reafllritned anti clarified Its oirgil aiposIt ion by spt'titleatlly doriling
the employee rqialitinhlp waidor tlia eomnan law whtch hai; bven aiplicabie for
nmore than 9W0 years.

If the Pelt-enpiloytt aire to be eovereil utitt'r the, Roeil Ft'ctmrity At't, it Is
tho contention of the ANI'A tbat they sholil We cov'ertet mpeelftafly iii' "lltf-
el"11ioyeu" And nlot am tile emlployooe of somno t'oncern which contracts foip or uiakes
use oft thle seryives which they bave t) offer. ~mpoossol o osbetdt
the uncertainty uand thihmultlt's tif trying ton dternitlno ntler somi)o it'bmmiowm
tleoretlt'al deltiiton the sktatus of thlt varimus p~erstons with whomt they tto NO.i
nles; o'uipioyets Iild the Itelf-emoployed tt lo hatve lte right, to know ti'r staitus'
as defined bp law atIt not biy atdministrative rtling.

Titto ANI'A respectfully urgtes that tlti $t'oatt' b'iiaitt' Cooiimttt'e give
st'rloust consltltrationi tom tilt*- lromleuti ltx'md b'y lite dt'thiition of eumphoymnent lIn

. bill 11. I. tlK), iind thait It tit) ain i theiairt aIts t) set ftirth lit cltear anti
nmanmlatalcnbhe terms what constItite emmiploynieamt anti What t'oastitott's time stelf-
elinphoyed-anti What time Obligations Of the t'maplo0Y0' Iiiay leit' tt t'cli tit lteitmt
ehaasletic oni'.

Respectfully Subamitted.
AuiAatloq NrawsPrli Pmuusaaitas AssocIIATION,
CitAN4syoN WIAi.tAUBas (Jeacrl lAuamagcer.

True CHIATICHAN. The fil-0t Wittnese thiSa ilnol'ilig is tip' Holiorable
J.,H Farrington, Delegate I rose Hawaii.

Vowill bW very glad to hoanr from you, sir.

STATEMENT OF RON. 10SEP11 R. FARRINOTONo A DELEGATE TO
CONGRESS FROM THlE TERITORY OF HAWAII

Delegate FAlutiQ'rO. I nill Joaop11,II Farm'ingt oil IPelegat&' to ('ot-
grom frori Hawaii. Iil aplivapttring ill .11ipjm1'101 tf tlip 1111tCIIljilltlt If

sotol (it) (I) otiillfiiit g fr'omu fip hill as paised by tilt hfougo
titi prjaVjiott 11111i01 WIAVid loyall roAtii''ict. tiy401Steiu tv itt e mot'ey't
ito time Federafl retirenmiellt syt.0mmm by a two-thirda votno of tit" par-

8611hel involved.
V .alhotild like to rmlilcist that themt' Wtd. lorpora'ted ll til, recordliat

tis po nt letter sui~potg 11111111)(11101tittt fronti Frederick Olirt,
chtrnrrit of tile b rdof trustee of tile luiplomt refireitln. qenyato

t lo 11ft\Vauiial atVilliht.Eulye'Asoito;cd fm'oi Jines

I It mhexciitlya sei'etary of the hUaykii Edinnition Awo-
0 iltl~h~,liolultt, I/
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TlhO CHIRMAN. Yvqe, sir. They will Woso iiiteoporabed.
('l1110 letters4 rerera-'d tC) oreV 11. foloWC.)

Trintront or IIAWAII,

Ibioloiliu 'be(.'.,I.O
ltt011. 301.1 Iti itiAItNOVON,

DlJ'egatt from, ilniewU4 Iloue 01$ lr 11u10I'1"p,

UPIAn 'Mr. l"ROAaut'1ros 1 a diretied by the hoaird oft I rnateett tof tilt, 'I'rrt-
tiliii VtIdIII0.V\Wt r(ttretltt oslotti to wrtte ou atil I- , quest that on their bohlfl
you tplietir before lit, Semite Fillaan'e tOnasiIIltt li nd uirge the' following tneantd-
1110nt to it, It. (O). the 11rOtI)OHNIoa SOC rI a %lllIy Act.

Strike ou m it t '218 (dl) tIhleglinitg with% lie 1t, 1p. 5%2, to mnid Invitidlig
lint, 17. It. M~) mint siv tt ol therofor tin' followings \atraltaitall

"a.?) Sn1ebl agreement 811111t omrttto lilt public ei iyeo.4 InI IoAtionat coveredl by
it riitl'viliil mt4em, 11t4 liveiviisly deirited lIn subsec'tion (it) .4) oft thist sixrt Iim.'

im ain'oa' nnn'antmeatvi wotuld oxcile till pibtite em~pioyi'aa InI po1tt~ol loina vt'vre
by thet TIervitol1l eaaa)'ove' ret rvi'nrt aavatte'n from lite liroviathatatit the pro.

Tlha' i'aoioyevN' retirement Kysteo tif tilt' l'errttory of iwallt titne (it tile
very olde.O 11nd( inlet InI tin' Unti1ed 'States. It It t a onitrittutoty my~iteti. It was
114u0'1i114n'111il by tlov. W11i1tr It. tiarinIgt til 111nt h4.1111ne e'feet ive tin .111111111y i,
1t0241. 'A'. Oleeago It. htttk, it nattomiil authority onI are nenot sygliea, wasm ena.-
piiaed i t) draft tilt' atattite witch foitows very eltwety that oft New York and
Newi Jersey.

Tha' Iiala eanjloyees' rettrement uysteom Is Wlready l-Itivillsive lit tt It
bivivtdest till general i'tnlloyeea a1tnail te1 tllt1At oIf tin' Te~ritory. lin taddlitm ilnt
gu'aaerial enaldoyeea,4tiof tilt' etty miot (.41111nty o tolkliat tindtiall o11ter ennt 1em
are ma'aeber. 'i'lii Itat ttr titceitill alit ioiveen. ttt'enen. naid vntlployeem t o thet
limilal' of wter tAIIpply. Meanberlaip InI thl% Ityaaen tit 'olnabullory. Thuel( totally
tneateivelatp tat iO,Oti) with aists (if $44.t0l1ttht). T'he system 1 i ettarily totid
lt every way.

AsA no lin'aet will au'erna to tin', Terrtorial employees' nietromantat ytent withI
thle pua i o the bhitt - -111 filet It would. lit out' optuton, do it great deal oit barni
pla are requlested Ito laplivar before thev Setatlo Ft'iaa Committee antl tirg' tile
proilostil aani'an nt as mrfi'reil to above.

Very trttly youria

(1haiarmom, itoof of 7e'eastt~v*.

iiAWAttOX tjOvIMIN NT Njaw'~itog AtisociATiom,

iklepatoa to Votara'. fran, H!ialaoff.
('olagei'*. of the' V1a114,1 Statvrs, 1faauae of Rlegaa'slta11t'a,

'My 1h'..\n Dm~v :ovrv: M~r. Nobrig ms ande innllt% your kind letter tit 31mmitry
23, IN.Wt. with tho ltaforimiati' thnt yti re' to appear beKfore tint* Senate liumaeu'
Connalttee onl Wit'h ary 7 ito present to' plsntti o ti il 1a1aitaul Goveramilkst

Eaniiovo"'' Anscitvtiot 't anaendaaaeaa to aatiii JIMt of It. it. C'(OM
Il thn It In prtitnivit ito note tiat our iretin't saystemn wan Institut for

tte, I'rlorlii eaployies in 10)20ti and ftilowIammitty exitnuatea to toki' Ii eounty
011111ioi'tivS Ii 182, lo thatt totitty w' linave at total aenemti lit u'xees o lt 1,M)
nd with at vret'nnt fundI ehnsi'Iy aalapa'oarhng t1 i t~t~t( tnark.

Alt we bttariret the provittlon t fIt. It. No. 000.K) itte Jta'haaitetionn which
already ltam) rettt'ement tatystenam ton1y, by it twotliruis vote oft ptai aateala'sip,
sIgatry their dvaitv to tultin their exialtunt aetireaneat aytsa mnid taut is'
1taraetted nant1er seii mviurIty,

As we re'riw thim particular provision of tile reaotttion, thero e it at Rb
singer thant tint, etnpioyve's light noat mnieratind tit" rataaaitivatioaaatiof ti a. ala-

tiota ttld titn a tI\Wlll of tine Volts taken, through lgoiormanN , ltto their re'tiremennt
mytem lt jeoairdly, Antlie' iampae wvunmid Wi thp falet tltat unumly or thleao

114overmnat'at t'ilaioytits. amot taking Itita 'onatitttratton their Oti mtfoly atail w0).
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fare, would 4ote for. thit proposition for th primary .urpose of securing the
money which they have contributed to the system,

The llberalnes.s of thq Social 8tsurlty Act iln no way compares to the provisions
of our prelient kft riuifeit Filail and It Is our feeling that it Is Incumbent upon
eaqh and bvertiyne of tni to saifegnard it.
it Is my nlldersalndIlng that both Mr. McDonough of the School teacherss

Association and. Mr. MacLaren of the Territorai retirement system have fur-
Illed you more technical and'dtalled info'matio so there is no sense In iy

be ing re p ltiou s. ." " . ...
n lleloslng, I tiersotally say that I know you will do tile saian good Job before

this committee that you have been doing in Congress ever since you were elected
to represent us from Hawaii. -

My Aloha to you and your tafY, more in particular, Mrs. Turner.
respectfully yours,

C. It. KE'NDALt..
'Brtcutitv Director Ila tiian Government E,,iployece' Aaaociation.

Tn, aIIAWAIU EaITCATIxON ASsoctATION,
loolula 18, lluetcaii, U. S. A., Fcbraryi 3, 1.50.Hopl. Jos5~n R, F.SRInN. ,,

Delegate to CoaWreas From Hlawaii,
254 House of Rcprcseaatirt a Old Building,I ,t :. , .Washington, D. 0.

DKA% DFLn.&T. FARRINOTON: Thank yelo for your recent letter tating that you
Vill appear before the Semite 1, inanice Comnittee on February 7 to present the

views of this'association with regard to Ii. II. 0000. This ns.o, nation requests
that you urge the Senate Finance fContilittee to amtend !I. It. (KtiO as follows :
I Strike out section 218 (d) (1) (beginning with line 10, p. 82, to and including
line 17, p. e.3) and substitute therefor the following paragraph:
S"(47) Such agreement thaill exclude all public enailoyces in positions covered by
a retirement system, as previously defllned i subseetol (It) (4) of this section."

The above amendment would il effect eXcldo tilt public employees li positions
covered by tile Territorial employees' retirement system from provisions of tile
Proposed Social Securlity Act, I. It 6000.
The employees' retirement system of the Territory Is a fluallally sound con-

tributory retirement system. It Ineludes In Its alelabersllip all general employees
and teachers of the Territory of Hlawall and of the various counties. It is the
opinion of t~ie members of this association that unless I1, H. C,000 Is amended
so as to exclude coverage of all puhllc employees In positions covered by a retire.
meant system, tile passage of H. It. 6000 will- pave the way for fui nre Territorial
legislation to abolish one of tile finest retirement Aystems in tile Nation.

For thd i'ternbers of thi Assointion I Ia-lt to thmlk you for your assishilice
in this matter. ' With kintdest pitsonal regards and aloha, I ala

Very cordially yours,
JAMiEO IR. McthOwueWfo , F9roettite ReCeretarIj.

Ibele/gIto" F4RR1NO: . Tile present retiremeni t system of tio Terri-
tory of Hawaii was established in 1926. It now has a lflembrship in
excess of 16,000 and the retirement funds closely npproach $50 000 Q
"i. The 14rgal nation Whose letters I have- l)'.illt0T repres'en t pdic"
,school teachers and public employees of th territory as wvell as our
county and city and county governments. .

A'iheyt"IM, in agreent in beliving that the enactnment of the bill
40i pkiid by th6 ods, Wfththe pirovision lider which their system
can te 6vred into the Federal security :ysteml institutee a serious
that to tlir syation. .T latter has. operated successfully for a
li . od'b6ftltost i tqItftttt4?of a ceituiry. .:

, 'T~ey'li *e. that jf thi6 bj] i ipa~se t ow ad, ds, th Territorial'etreimeij systwnmight be.placed in,!jeopardy through failure of
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inny of the empey-ees to understand the ramifieations of its incorpo-
ration into the Federal system.

Their leaders feel the personnel might. be misled into voting for this
proposition for the purpose of securing the money which they have
contributed to the system without. giving proper consideration to their
own future security and welfare.

The system prevailing in Hawaii is one of the oldest and is regarded
as one of the Inest in the country.

It was established with the assistance of and is maintained in con-
stant consultation with (Ieorge B. Buck, a national authority on re-
tirement systems who resides in New York (ity.

Ihe system in Hawaii follows closely that of New York and New
Jersey.

That concludes my statement, Mr. Chairman. Thank you very
iIliIh.

The CIIA1131AN. Yes, sir. We were glad to have your views.
You may furnish to the reporter,t there, the dociunents that you

wish to have incorporated as a part of your statement.
Thank you ver' much, sir.
I)elegate FARUiNGTON. Thank you, Mr. Chairman.
The CHTA. RMAN. Mr. ltugh F. 1all ?
Mr. Hall, will you identify yourself for the recordI

STATEMENT OF HUGH F. HALL, ASSISTANT LEGISLATIVE
DIRECTOR, WASHINGTON OFFICE, AMERICAN FARM BUREAU
FEDERATION

Mr. IIALL. Mv 1ne is Ilugh F, Hal1. I am assistant legislative
director of the'Washington office of the American Farm -Bureau
Federation.

Mr. Chairman, I have it brief statement here which will set forth
the views of the American Farm Bureau Federation on the question
of coverage under time old-ge and survivors insurance program.

The American Farmn Bureau Federation is a general fatrmi oruaui.
zatioll of more than 1, 409,000 farim family members residing i 45
States and Puerto Rico. i

At the thirty-first annual convention, held last December, the fol.
lowing resolution was approved on the subject of old-age and sur-
vivors insurance benefits:

The Federal old-age and survivors insrance program under the Social Se-
curity Act provides at type of tiasistane. whieh has I become accepted as an integral
irt of our econonde system. However, the total of direct payntents by Federal

and ltato governnuents to needy aged persons Is constantly increasing. Tils
trend mut be changetl by extending old-age Insurance coverage and by estab-
Ilhing Insurance benits o at least a miilntimn subsltstence level. Employees
pf general agricultural orgalnl7alions should be covered. Farm labor should
also Ie toverod. If tile (exlenslojm Is provihlel by law to Include self-emiployed
other than farmers, and Is proved feasible and admnliistratlvely practleal, then
careful consideration should be given by State anti county farm bureaus to the
question of tile coverage:of farm operators under the old-age and survivors
Insurance program.

Senator MILLIKIN. Mr. Hall, how are you going to prove it feasible
administratively without having it.

60SO5---50-pt. 2-40
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.tMy., Hml, h proposal lmder H. 1. (000 that was discussed by
our folks is that a considerab e group of self-employed, who bear some
aplqgy,0faq ers,4ilikely to be covered if T. I, 6000 should become

.,.ioqu, it was felt that based on the experience that Would be re-
flekted bj the coverage of the grxer and the merchant and others who

M eglf-employed, there would be a basis it which they could de-
ternujie it. • +
• Senato TMiLtaLuK . What are you saying, then, i4 that we should

try ito 6iithe others and see low it works, andthen try it on the farmer.
Is tilat right? " I . I

Mrj, uju. No; they do not go quite that far at. this time. If, as
of the time when the experience is observed, the farim'rs in their
stqdy, And observation of that coverage, should feel that. it is prae,-
fical and feasible, then it. is possible that they will conie in with a
resolution that they desire coverage. .

Senator MILK I3N. You want another look.see.
Mr. IHIL. That is right.
Senator MihmaiN. I u want another look-see after it has been

tried elsewhere ?
Air. HAIA. That is right.'
Senator MfILTIKN. Now, if it should not be tried elsewherwe-I am

talking about tile proprietors and the self-employed--what would
be ithe e-ogiiunendatioI of your bureau so, far as the sel f-employed
proprietor-frier', wts concerned? .

Mi. I^ . If it is ndt tried elsewhere, then it, remains in the study
stage, as to whether it should be made applicable to the self-employel
group ofproprietor farmers. I

Senator MApjax.. Does your bureau refer thee resolutions bach
in a 96rt of referendum to the local organizations Or do they re-
suit from the local 9rganizationsI

'Mr. hALL. They come up from the bottom, from the grass roots
and the county farm bureaus, through the State organizations to the

wow, I Woidd not say that there is not some referral back, but
in the sense that broad publicity is given to what the national or-
gmization hias resolved.

Senatoi' MLLKIN. What census have ou taken of the farm pro-
iPietoms fi'determihe whether they wanl; the system so far as they

are concerned, or whether they 'want th, system so far as the farm
emloyee is coneernedi ; - - ,
.The theasoi I ask these questions: At least so far as I am concerned,
1 liv an. rnnazinglj, siall mount of mail or communication on this
!ub* t. either from the farm hand or from the farm proprietor.
.. MI-. HALL. In the sense of a poll--I sake it you are using tile word
! een6sus", in that seliso--wo have taken no poll.. The structure of
ih Farm .urea'iis such that, as they have their monthly meetings,
dowh at the county level; or at the community level in many instances
thesesubjects of current interest get dicnied and they get reflected
in proportion to the emphasis, the interest that there'is in them, in
thmr resolutions and expressions of that litid.*" I eannot say that
in every State that is the case, but ip most States the county and
community resolutions are brought forward to the State conven-
tion, and there viewed and surveyed, and the proponents and the

,I . .
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opponents have their discussion. And then the State re',olutions in
turn come forward to our cAmvention, that is, to the convention of
the American Farm Bureau Federation.

Now, on this particular matter there was a dearth of resolutions
from te States. Out of the 45 States, camniot recall more than 5 or
$ that touched on it.

Senator M,,mIKI. iiow do v'oiI account for the lack of interest on
the subjeet t How do you account. for that lack of interest ?

Mr. [A.LL. It. is dili'ult to account for it other than that farmers
are still a pretty independent individual lot. "

IThe C\AIH1WUN. 111as the matter often been dismissed in your
organizationI

I1r. IlIJ. llas it. been often discussed?
The .Cunxmirm,. Yes, sir.
Mr. hiL. It has been discussed, I .would my, since 190, sonie four

or five times.
Senator Mitimai. At all levels? Or at. the top level?
Mr. HAML. Well, I can speak well only as to the top level. There

are oll States which have lid rather intensive programs of study,
but they are few.

Senator MnI I.KN. But your resolution is umeqnivocally in support
of taking in the farm employee,?

Air. 1-AmL. That is right.
1he (HAiRMAN. All right; you may proceed.
Mr. 1llAu. This resolution is in support of bringing under coverage

employees of general agricultural organizations. 1Ahany of thsp were
covered tuler the original act, bnt were excluded under the amend-
ments adopted in 1959 which gave exemption to those organizations
whose income-tax status is covered by section 101 (1) of the Internal
Revenue Code. The personnel of these organizations generally desire
to be covered. and the organizations also support such coverage.

The CAHIRMIAN. What (10 you Ilean by "general agricultural organ-
irations" I

Air. HALL. Tiie American Farm Burean Federation is a general
agriltural , organization, and the State farm Ibureaus are such, and
tle county farm bureaus are such; and the National Grange, of course,
is a general agricultural organization.

I't C TAMATAX. You mean that you want your own employees
broutght under it?

M. l.\,r. That is right. As stated here, they were under it
originally.

'Te CHIRMAN. I understand. But I just wanted to see what your
meaning was.

Mr. HALL. That, is right.
Ihe second group which we favor covering is farm labor. The

reasons for the coverage of this group of workers tire based on the
same greillds as coverage of worlers in other occupations. Cover-
age of this groiP of workers does present some difficulties; however,
our menlmbui have now concluded that these difficulties are not insiur-
mountable in view of the benefits that will accrue. Much educational
work will b neTessarv uniong? both farmers and workers to keep the
Mechanical side of the collection of taxes fmrun Iwcoming overly bir-
densoine. As experience grows, however, it. is believed that these
difficulties will diminish.

778
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. The third part'of this resolution pies our organization against,

- the coverage of farmers as self-employed individuals. Before covex-
age is extended to farm operators. it .s our desire that the extension
of average to beif-employed in other fields of livelihood be "proved

"feasible and administratively practical." This experience will then
be the basis for careful consideration of the question by the member-
,ship of our organizatlon.

Prnrmig is a business in which many individuals are active well
beyond the retirement uge provided by'this legislation. It has beeni
the feeling of farmers that when the, reach the years of declining
activity, their savings plus their ability to earn some income thron gli
modest activities will provide them Nith the livelihood they desire.

That is the end of the statement we wish to make.
The CHAIRhAN. Are there any further questions?

" Senator W MIxIo . Do yfin have any espe(cial statistics onl the numn-
bers of farm employees who are 65 or more years of ag, and on their
economic status when they reach the age of 65, and thereafter?
"i Mr. ALLA.t No, We have none. W could only go to the 1hU1ean of
-the Census and the Department of Agricultur|l -Economics for that
tyLpe of information, Senator.

senatorr M1.''a1CN. :Would you say there is an unusual amount of
indigence among fari employees 65 years or older ?

Mr. HALL. 1 woul(lnt sa"the,re was an unusual amount, no.
Senator MI.tuuN. Does' the natum of the work permit activity,

although a slowed down activity, as a man gets old?
Mr. ILTT.. Yea, I think it. does, very detlnitclh.
Sealtor MIJI.,1UUN. In other words, there is es rigidity there than

there is in the industrial field
,Mr. Ai. Quite so.

Senator MLimiN. A man might he able to do some milking or
some light work around the farm'even if lie could not do heavy work;

'is that correct I
Mr. I.T,. Yes, sir.

', Senator Miuxum.N And that is a matter of adjustment between the
employer and the einployee.
Do you know of any soureei where we could get information on the

relative situation, economically slaking of" fari employees and
others at age 65 or over? , -

Mr. HAL. Only tile Bureau of tile Ceus, I believe. I think the
densUa data has attempted to obtain, in tile past, information relativeto the income of persons in relation to age. However, I a not sure
about that. I have not asked and I would have to make inquiry.

Senator MLm,|utN. Has the Bureau made any concerted effort to
induce farmers to keep the elderly employed as long as it is possible,
adjusting their work to their abilities to work, and adjusting their
• pato the amount of their work I
-'fMr. HALL. 'YoU are referring to the American Farm Bureau Fed-
.eriutiont,•,,Sonator M.uatN. Yes. , .

, :Mr, HArm. No, that just isn't a function of the Bureau, as a vohun-
'tt'y; membership organization. I .' , , , . ,
..1. ,nhtor Miuamm. You think that oeours rather naturally, just as
.vpr ftof tie businbms . . .

I j
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Mr. IIALh. I think it does, yes, sir.
The CHIlMAN. All right, Mr. Ilall. We thank you, sir, for your

app)]earlan~e.

The (THIIMAN. The next witness is Mr. J. T. Sander-s, legislative
colllsel of the National G range.

You may be seated, Mr. Sanders.

STATEMENTS OF 1. T. SANDERS, LEGISLATIVE COUNSEL, THE NA.
TIONAL GRANGE; AND LLOYD C. HALVORSON, ECONOMIST, THE
NATIONAL GRANGE, WASHINGTON, D. C.

Mr. SANDEAs. Mr. Chairman, I have asked Dr. Hlalvorson to sit uip
here with ir-,, because Dr. Ilalvorson, who is our economist, has made
11 intensive study of the question and is far more conversant wvithrt thall I aull.

Tite C\iAImAN. You may have a seat there, Doctor, with Mr.
Sanders.

Nou will you please identify yourself for the record?
%Ir. S.%NI)Fals. A N. niame is J. Salnders. I11111 tle legislative coul-

sel of the Nationtil Grange, and my dut ies ire to represelut the Grange
iii legislative inatters.

As the legislat ive coniisel for the Nat ional Grangeit appear before
you to express tile desire of Grange iluembers to haveg it. 1.0000
aillelided so its to extend old-age and sill'wivors programs to farlm
people. Dr. Ililvorson, the (range economist, w hlo has ililde IV close
stidy of tile application of social to far people will bo here
with me to lielpi answer technical questions that may arise.

Tile Grango is organized in 3; States, and we hav e a membership in
,excess of 82.i,000. Because of the nature of our organization and it,
democratic procedures, we feel that the actiolls of tile National Grange
trtly reflect tile judgment nid desires of its rank and file membership.

Since 1944, the national Grange has each year adopted resolutions
favoring the principles of the o l-age aid survivors insurance pro-
gram but until recently has hesitated to retonulliend extension of cov-
erage to farn l)eoh hebe'ause of tie administrative pi oblems involved.
Betlse of tie complexity of farm operation, farueles dislike to le
burdened with red tape nd bookwork- and, also, they have doubted
thlt. tile Goverment could cope with the problem at thlat cud.

As far back is 1944 at its animal session, the National Grange
iidopted a resolution favoring social security for farmers. '

Albert S. Goss, master of the National Grange, ill his alitial ad-
dress to the National Granige in the following year, 1945, said on this
subject:

Last year, the National Grange reeommendel the extension of social security
to agrlculture. Tite couiplications of aeasoual emioymet whihh ire inherent
lit the Ind,.4try of agriculture make unemployment eomilpensathion very dificult
to administer. Accident and health insurance are freely available through prl-
vate i-ourees. lit the studies for making sowial security avoilability for agricul-
ture, we have therefore recominendlod'that the efforts be confined to reeking
available old-age or retirement insurance. A great deal of work has been done
to work out a pratical program to amcouiplilh this purpose. It ilvolvee benefits
for the farm laborer'and for the slf-eliuploymnent and practical methods of
'acieomnthig In each ease.
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'The~ delegate body of that yiar otiviailly stated that. tho mllsitor'q slig-
gest ions ttti' Nvolt 61ituded aind that t boy roigi withI their.

lit 19461 tilt thinkitg of our aneIvnIlV ill oc oial 'oinrity erystlillized
In1to tho following IreSottionl

Th'solveid, ilt tioVrI tatvil.nIty he exteuited to Initl the fitrmotr twit ftirmt

boeteits thonild heivlde titC ftnit oiwrattors if ail whten t a nictl hu eani
emai Wt teveie to make It work,

1Wo tifitrilteditht our 116 lioition inl both 11)17 uind 19)48. lit,
1949.ll t ho following resolt6ikn watisse

lIe it *I'ciilmid. (1) 'Thalt wi' talitrl i'\tt'IIHIAlit tiverage to fill-Ilk people (II it
thait tataitaR working~ toward tho 1wi-ttvitit't of a pi'letleaki plan, .) that voVelti
IN) exLtidei to fartit IweoIIto lit ilw Ito.it% 0 athotin lg oppr~aioairilk logillitt 111. imt
thatt tho eoeentlvevII eontttltehio mtli~orlmlt to ittyovitt tilt Grigi' stand fa-
voiirng genital eovertiage titfCarat peopI'~ If It I maitmlet that thet)titam prolioeieil

he orkable.es.Seino

SQeitator Att.IRIN. Vi, RaV th11t voll faVOr 90110-11 tovoerago beittg
e.n$ettlil to frmt p~eolde ilt l Aloso Sltes tadloptittjg liplptopltt lagis-
lat itl, Anid VOt Sa', (]talt yoit favor oxtettstiofu aoverago tia farmi
pteoleil' i~at Iintl W'isis worlktug towardlti' he wect ionl of it prarit jel
idanl. 11it11t haivt' you inl indt its t Ilt O 'ild haw1is

Afr. I4.MtFIts. ljvell, titelxe w~ett sonli' of ouritta11stelrs who felt that
delay was uttijust ifh'd, 11nd4 they, tholughlt that sonlo of tilt States tver
anlitolas to have It applied ; thaut po~*ahly it collitl hel' applied lit at St ate
level if '4101lt amelltsnro ptassed inl thet F\, derl (lovernttt11ent anld it wero
ma11do peranissile for Staltes to liso it,

8llittor MN11,1aIit. yolk nw.Itn at trial inl thlt Several Staites, \,'itll tilho
birs aryhakga'oaand legal an1t hority if it. 'an1 lbe fmunuld V

8011thmOr MltI~LItN. 1114010 vn-41 eX(ettd It. to thle Whole Coltitry
Ar.ft-. Thalt is Whafd they himld inl min1d. 111t thle exeeat ho

commnittel' had felt that that was ntot after studying It sie, tile
pracl atIippmatc'I, Andl t herefore ltithIorized lis to40 sttll t full
covelra191.
iSeiltOt' TlAVI\ Thn' Stttes, of course, have nothing to do) with thle

Mri. fANOVE111. That is right. We' MAlIN.e thlat. 1111t goic of ouir
t~iatets flttha so N , a colttld li' found to ilpply it. Inl their State

illm eiliateh' if thtem, wils ai ltesitatwiy onl thte part of tlto I 1'deral (04w-
(ehuaeit to m&ake it, have nit ovor-all a11Pphient [onl..Semator A1u11-mN. Yout have Aix "I there. It, roads "it it. is antis-
fled thnt, thle plain proliouet is workable." Whait contingpeme (toes
thalt polfrtit ust with VHow will we detertnitio whether you are
Matl~fd, And how will you (letermtlite whvlether -thle farmers Ire

r.SANnzaIt.''Well, our itatmoitet later goes oil to say why we are
mt-tlitfled., -It revolves taroutnd a studty thtit was mitde by a tpeeittl conx-
ittteeAn anire 'ol lod hNrgty oil J)PRO Myetrs of CJornell, whlo was oit

rtft entttt~ l Pew ougofP t it, 'And' Dr.' Ilalvorsou
ha eattne d05  ad vtv ar~tllv and calt speaok inl detail mome

titan I Can asf to that. We -Ittve foan~ll that the pmmitetls ats worked
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ouit by this comm it tee wetev praetivil. 1111 that thev m110 ou r requirev-
mmut. As it result we were fitvorable to the it 1j10 ti wti (itiof it.

-40111001' AMolLIK . Then these excerpts me it 1 part of thle e'oltu-
tiot) of the subjeet f

Ml'r. SA1.114u. Yes, sir; om*t thinking.
Sena'tortIt MI t.1.ittt. Ail ittil 4)1 ow 111-4 1tt1t'Illuv()ctilly h% favor. of

(10VVeittF 01oa fil11 owner 11n1( then firl-III 0oy-ee
All'. YNEs.~es.
Senator01 NiiMtIIAIN. Alil V0)1 believe a jpract ical phahl can))lie wvorked

otit to do 1 it ill it trattal %WUy y
Mr.~nus f'lit is right. Stmiator. Tin' renion Nvly we gave this

Ittor-e or. Ves hlistoricl ISketchl wats to showv t he evolul on o f our. t hulk-
Ing oil this.

Stta l'Ml.1114sountds like at 1111111 inl I lhe llejl 11iit'l) 11 pat forml.
~ A N t1'l. Seittutoi, youl shlltib ver. ,:1%- 111hll aoit the Oralgo

iiejvulo trv toavoid being branidedl is being eit her Democratic or
I'l( Cu is .It hooks like youllv seeking at sor of 16ru11-11nd4

Orlt'r test. here, or else at voilttl iy stAin und1(er Which they might go)
in if they tAtttII to go ill, andit otherwise wlvd stay olt.

Mr'. S.\moens. At Ow~t State level.
The ('IlutnA.N. Ye~4sP
Alt. SA4.Itr. Ye.S. Well, I thitikh that is what. tilt iuastersA had in

muind.
Dvm. 1Talvonmli, wasn't that your. opiltiot) You slit. through thlt

DVe. HTALVORSO1N. Ye1, sir.
''Te ('tt.IMANn~. S*1)ose014 30)) go t1l1111d With youtI Stfitomnent. hily-

bet it will develop Itself.
Mll. SA~ND1u4. i' cee))iVv cotnuttee lils examined thle Inletholli

tRop~ose(I for coverage of faiI people andi has' found 11)01) w~orkalhe.
11 psi1hl, thtt.rttfotv, is for inunetlitt imlttidttory? coverttge of bioth

form wotinkers andl ftirti o petafos oil thet Salle bSHIN115 otlher grollp~q.
Parts I atnd 2 of this tesoll ti 11 were sliggested ias pomiblo jtart-way
Steps ill the event, thalt genlerall coverage did not appear to be, featsible
fit this t ithe.

Settatort' matJII . T wvotld lie to aisk you thle snne- quest iotn I asked
the other witness. Since we have bevi lltking horti thigh morning,
I have been trying to rontetuber whether I have vver had % single txmn*-
ttuticat i4n fromnit falrner, owner or employees, 11ring this Coverage.
Now, I mauy ho having a% la~pe of mintory, but. f I mve htad tiny touch
coittltnitticit ionit theyv 11v Ilven eet few that. T cantnot 'sit. the mtomnt.
ixcall ever haivitng received at cotmmun~tication froim either 81 fartol owner
or it farmn emlployeo. Hlow dot you alcouit for tile lack tfit terst iti

Mr.M 4A N ItItIS WPVel, we0 (1o liVO letters oefasidmlly Oil this Subtject.
Dr. jiihvorllot hjas reeived at cotsidernltle nlttt)1e over the last Feveral
Ttt14s. lWt dot not Wet a% volutini of niil. We rarely get. it vohumo of
ml oi any Ballbject, Seitator.

- enator MAbitxm., Butt, generally speaking, we Senators get R lot
of maal from fariners. At least I do. i

All'. SArNwt.A9.Ve ll, 1 an, not. think you get a% greit ~al oif mail froil
Oranvo membeiit1ihip, though., It Is rttly apiaitt ties (irango piies

SOCIAL smitirry tmvisim
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to try to elncourage our membership to write to Congress. We have
never conducted a campaign or sent letters out to try to get our memi-
bership to write Congress on any subject that we are favorable to.

Senator MILIKiN. Oh, sir, they are self-starters in my State. You
ought to hear what they have to say about reduction of taxes, for
example, and balancing the budget.

Mr. SANDE.Well, Senator, that makes us feel good, because we do
feel we are quite democratic. We do not try to press them from the
top; and they are self-starters at tihe bottom.

Senator ILhIKIN. It makes me feel good, too.
Mr. SANDERS. Let's see. Did I answer your quest ionI
Senator MIMAKIN. You answered it.
Mr. SANDERS. Some of the States felt that, extension of coverage

was particularly urgent and that if Nation-wide coverage could not
be immediately obtained, that the opportunity to come under the pro-
gram should be offered on a State-by-State b~tsis. Moreover, the
bought was that perhaps farm coverage could be tried out on a

limited scale. ;The executive conuitttee, however, is convinced that
the proposed methods for general coverage are feasible; tflat a limited
trial is'notnecessary,and at State-by-State coverage under a national
program is probably not practicable.

We have examined the proposed social-security tax returns for farm
operators and found that it would not be burdensomne for a farmer
to file his social-security returns once he had his ineomi tax calculated.
Witli the present income-tax filing requirements of $600 of gross
income, most people who are in the business of farming are under
the income tax, and thus coverage of farm operators is a relatively
ubnole matter, I

Senator MILLmKIN. Why do you approve the income-tax method,
rather than applying the stamp plan to the employer ?
..,Mr. SANDFXA. The stamp plan You mean for farm labor ?
,1 Senator AfIJLKIN. We are talking about the farm owner. Then
we will talk about the farm laborer. You apply the stamp tax plan
to the farm laborers .
,Mr. A ANDE. Yes, sir.

Senator AMIILIKIN. Why not apply it to the farm owner? lie can
buy' stmpA and put them in Iis books as well as ai~ybody elso.
.,%1(r. SANDMS', .Well, theiarmi laborer gets his income regularly and
in spofifed aiotinte, w-hereae the farm operator, on a net incomebasis,
cannot caletilat9 his income until the end of the year.
I .Senator lhuts. iWity should the farm owner have his insurance
varyeaocording tohi !income? , ... ' . " , .I,
• ",,Mr.. ,~ H -is aetinconme. .t,
,,iSenator Muixis. JHis net inc9ne. ,'Why Qiomld, hot Supposing
he has a completely bad year Suppoing he is bailed out? Suppos.
ingilte is io ubdeds ' 'upposin t e is ott by..reawons of pests-t not
pitical po"t butotr kimds,o lpsts. - 6ould he have no, oPp~r'
tunityltobuildiuplau insuraC,value inatbat kind Ri a yer,? f ho
holds an ordinary insurance policy, he keps that .nm,'r d P thodali oan 4o keep~it uj ' W'2hy ehpuld we not prtuide im with tih0 same
oportuhity in this system? n,; ,. .. , ., .,

1,94 1SwX f iIb hk. we houdd We 4vctehat ARt- that, caso
Je sh1 slloww to ;p, qathe bas of S Jrimitop of $W fort!iat
year. / o
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Senator MmLmN. I see. Thank you very much.
Mr. SANDERS. That is regardless of his net income, to maintain his

status.
The coverage of hired farm workers is similar to the coverage of

workers of small establishments under the present program, and re-
porting for this group has been satisfactorily accomlished. We
believe that a combination of the present metlod and a stamp plan
would be a practical way of covering hired farm workers and would
itot be an undue burden on the employer.

It is apparent from the above that the National Grange has favored
the principles of the oi-age and survivors insurance for farmers since
1914.

Senator MILIIN. ftay I ask you another question, please What
affirmative steps have you takeni to find out whether the farm em-
ployee wants fo come mder this system?

Mr. SANDEns. I will have to ask )r. Halvorson for tht informa-
tion.

Senator MILT KIN. The members of your organization are mostly
farm owners, are they not?

Mr. SANDFRIS. That is right.
Senator MILULKIN. They are all farm owners are they not?
Mr. SANDE1s. Not necessarily. A tenant may belong to the Orange;

and I support we have a comparatively snill membership, I would
guess maybe 16 or 20 percent of our members, that are' tenants.

Senator Mltm.1i. Now, what steps have you taken of an affirmative
stature to find out whether the farm employee wants to come utider
this system? I

Mr. SAND Ts. Dr. Halvorson. ,
Dr. HALVTOSION. Well; I don't know that we hhve done anything.

But W auc speaking foil our members here, and they feel that it would
be desirable to have the farm worker covered for'his own good, and
they believe in tie program as a general principle, too.

senator Mia.mKim.' Well, of course, their solicitude is admirable.
But the farm employee himself has a stake in the business, and some'
way or other we shQuld get some kind of a voice from him .e to
whotler he thinks it is good.' .. .. .

Mr. SANDPrs. That is possibly trtie. I would, say we lave con-'
siderable membership that undoubtedly tire farm Woikers, just hired
men. Because anybody that is interested in agriculture and is above
16 yeA ts of age can join th-Giange. "n, nd therefoi-e we do have a
farm laborer membership, of course. : Theo lelciee of the Gran'
arise in the local Grang and, the Pomona or county Grange and t.le
State (rango afd conie the national in that way., V'.

"Senator ]m ix4I . I am not depreciatitg the tibility of your niem-
bers to have a pretty good consensus of w hat people are thinking
about in the business, but, s6 far there ls'a gap'.in, *at th farm emn-
plyZ directly, out of is own initiative, oiuE of'hleW'ieai-t

ksaot ti thing'K . .K'' /
JI'Mr, SINDI~5a There ?if one thiig to keep fuin i -h Senator, wlt~'

v tarto thg' itaritt worker: that by 'fir the* -eitlknajority of -farm;
wore uOtifitily b'~trsuiits tund lhtotr oahlersJ - Andi'of Wous,
1u'ast' of the 'frnx' labotri theri1bre, aie .fixios tiD' bolild ' theie
status on the temire ladder."i, 11 1' V; '1 iI"/ 1 Ij
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And I believe that there is no distinct class of farnm workers that
have a distinctive thinking. InI other words, they are an integral part.
of the whole iilass of agricultural pepole and th'ik like they do, and.
represent-themselves in the situno channels. I ;

So I believe that there is no great need for testing out the thinking
of the average farm worker; although we have not'done that as such.
We have taken it for granted that since all people living in rural
communities can and do become members of the Grange, our policies
which grew out of those local units do represent the thinking of all
groups.

Farm people need this insurance protection for their old age and
their families' future, and they have as great a right to it a any of
the presently covered groups. They should not be signed out and
put in tie position of being the only iuajor group whichli has no re-
course to tile insurance system ; the olly major group which has to rely

-upon public assistance as its first and primary protection against these
hazards.

We recognize that the old-age and survivors insurance program is
not only for the old folks, hut also a protection for their dependents.
Farmers are very familiar with insurance and carry insurance against
all kinds of calamities. The greatest calamity of till, however, that
can come to a farmi family is loss of the bread.iiner and surely there
should be insurance to miitigate the consequences of that even when-
ever and wherever it occurs.

We look upon tile old-age and survivors insurance programs as ta
budgetihg device which will help farmers or even comnpel tIei to do
something they ought to (10 but might easily put off. li artlers should
have insurance protection for their families and- should help provide
for their old age. To the extent that the oht-age and survivors insur-
ance programs enables people to buy insurance protection who other-
wise could not or would not, and thus provide for calamity and old ago
to that extent we are decreasing the burden that falls upon the Govern-
ment and taxpayers. In States where funds, for public assistance
come in large part from property taxes, the burden falls especially
heavily upon farmers.. I I

Senator TAT-r. Mr. Sanders, this stamp plan for employees is to a
large extent optional', That is, I take it that an employee would have
to apply for a book, and if tie never did apply for a book he never
would be covered. Is that right,

Mr. SANDSR. .1 would like to ask Dr. lalvorson to answer that.
Dr. ALvoRsoN. Well, I think it .would be made compulsory. And

it would be voluntary that the stamp could be used, or else the report-
ing system now used bysmall businesses. But every farm worker,'
would have to be covered under the program. It wouloln't be vol-
untary. ; ' , - i '',

Senator Tiri. Itwould not be.optional? I ,
Dr. IJAhvo rN. That is rigllt. , , ,, .
Senator TAFT. What do you think of an optional coverage for both.

Tt io,to fay) once yot got in and buy tlte book, all rightt, Theni you
arlo, .Ilyt Ky0i do 4pe want:it, you o not get it, jl-'Jhe same with
farm owners;, it shouldbeput up to them clearly, so tat, they make
tU ecision.and preeu~ebiy ,it we/ud l~ advantageoils for them to do
it. But what is your objection to an o)tiqut ll9ormjI,°,? .j ,It , , j,
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Dr. IIALvosoN. Well, I think the question that might be raised
would be its to tile administration.

Senator r'Arr. I understand( that, but .wiat I was thinking of was
the farniers' attitude, what they would think of an optional plan as
collared to a enl)ulsory plan: Yo speak a good deal about trials.
A trial might lie made by making it optional for the tine being, at
least, to see how it worked that way.

Dr. ll.Umvonsox. At one t ime we did favor a voluntary coverage, but
the question was always raised as to whether or.not it voll be at. all
workable; and rat lrr'than to ask for voluntary coverage ilndt1 not get
it, because of the answer tlht it is not workable, we figured that the
compllsory coverage would have Some advantages over tile voluntary,
and that Oierefore there wonl be better chances of getting it if we
asked for it on the compulsory basis.

Senator l',rr. You still (14 not answer the question as to whether
you think perhaps it might be better to have it on a voluntary basis;
I mean, whether the fariner himself would rather have it on i volun-
tary basis. That is tile question I am asking, rather than tile technical
questions.

)r. H-ALVORSON. I believe that the farmers would prefer to have it
oin a volunti-v basis. because then those who did not. want it. would
not be compelled to have it. and those who wanted it could get it. Then
you would satisfy everybody, or practically so. I would say that deti-
nitely tile voluntary basis would satisfy more people if it would be
workable.

Senator MIL~umuN. If you are going to go into this system-afd let
us assume the basic virtue of the system for the purpose of discussion-
you cannot allow people to determine their own insurance risks. In
other wcns, everyone that was a real insurance risk would at once
rush into ;his system, and those who were very young and full of
health wou'd not bother with the system, witli the result. that you
would be loading your system with lad risks. Is that not correctly

Dr. liA,'oaSo.N. That is right. That. is why we withdrew.
Senator ,MiLitriN. Now, further, in tie farm field you have this

enormous in-and-out that cones front migrant labor, ind if you al-
lowed peol)he to go in or not go in or decide today to go in and deide
toiiorrow to go out, you wou1 ha'e unbelievable coflusion, so far-as
tile coverage, at ieast, of in-and-out farm 'workers was concerned;
.would you not I

Dr. IAt.voRsoN. That is the reason Why we thought that tile objec-
tions to it voluntary plan were well-fotunded-for the very reasons.
that you state. A ni it certainly is true that the olu people, who would
only have to contribute for a short time, and would get large benefits,
woildd go into the program, whereas the younger people would stayout.•, . ' " , .. '+
. Mr. SANUM s.'There is another thought there too, Senator, that it
seems to me would militate against the use of the voluntary plan
pure and simple. After all is Said and done, the people who really
need this worst are the people who probably would not take it. And
the people that cause the heaviest public assistance' burden are those
that would not take it, if you put it on a purely AoluntarV basis;
So that the greatest service would not be rendered with'a vouitary
basis, it seems to me. And. it seuls to ile .that that would be an
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argument for making it an over-all coverage rather than a voluntary
basis.I Senator Mit.tamIN. Then to the extent that people do not come in,
if they make ani unwise decision and reach retirement age, if their
decision has been unwise, you have to make good their mistakes by
public assistance ism that not correct?

Mr. SANDF.Rs. By public assistance. That is right.
j Senator MILLIKIN. And the farmer pays the burden, as a taxpayer,

df public assistance.
Mr. S.x&%mas. That is right.
Senator MHLLIKiN. One of the virtues of what you are proposing--.

I do not asmo you have overlooked it--is that the farmer shifts a
part of his burden as taxpayer to the special contribution system that
carries the insurance.

Mr,. SA RS. Under this plant
Senator MuJ.!KIN. Yes; that is right.
Mr. S\mm.ans. That is quite true. I think the assistance basis per

dollar of benefit paid farmers costs farmers a great deal more than
this would cost them.
.1 Senator MILLiirN. And it, has not escaped your mind that if we
fail to preserve the integrity of the dollar th'e farmer will not get
any protectionI out of the insurance system.
-'ir. SADES. Well, he will got very much reduced protection, as

mos of us who are caring life insurance realize.
Senator MILLIKIN. Exactly. And if the same processes continue,

ie could wind up with no protection; is that not correctly :
* Mr. SANDERS. That is right; with a much-reduied protection.

Senator MiLmxiN. :Are you folks aware of the fect that, while we
are in! a stateof deficit financitig, the monv in the insurance systenb
ilspid Out for general revenues, and that later on the taxpayer, in-
aluding the farmer, of course, will have to make that good?

M[r, 'SAm)us.. Oh, es., ::We retii, that. That may be one way of
getting this on a finance-as-you-go basis if we use tho'funds to retluce
oiitiidebtfi now; arid, as we build up the require eents for coverage, we
Willfinally get on a basis where we are practically raising it from one
gktp *nd paying, it to another group; which ;wi!l be practically a

I henatoui N.1aOur Sentate Advisory Coutnoil estimates about 7

years, is it, Mr. Fauri, before we will be on a pay-as-you-go basis?
Did,not tl.Senato ,Advisory Council stAtoif.effect that in about 7
years we will bon a.pay-nas-yoigo basis? ,. . .
lI 1r., FAu.hYes:IWth, a:11-percent tax. '

SenaM&tiuXIVXi49 hWith a.1, -peroent tax.
l .-M.1i0nAUtaN Al right,! jYon, may.,preoed, please, sir.

MrAh. SANDERS. The benefits of the old-age and survivors insurance
progewnwwould be espeoidily, hturebtivtto far iers.ITIn case & farmer
W:4ifprm worker dies oriadibled: in, ,t ,aceiddet, the family needs
q Wisomnble) Income ,a6n . a dghifie4- basis fully A'muoh ias dothe del
ltn41enti oUf worker, in other ,Wndlustry,1- :Figures, showthat farni
ibgr, lbat hazoirdoccupation fr lmting#in Amny, permanent disabili.
tims,d nd,With',tbl *{00 workeraskilftd Mch yca i,,odeu tion1
!oTideAwts (.Ftwim l .t p of aeidtnti abbut '&,I00 farm; peoplo-A

i s6keb land agoO-arb , killedt eah,iea. I i(Thi iaimore than six peoo.
pie killed for.eae county of the United States We do not have
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figures oln the number of farm-family heads who die prematurely
front disease or natural causes each year, but the number is, of course,
much higher than te number who die fronm accidents.

Farni families should not be deprived of the benefits of the old-
age and siirrivoi's'insuraice program: ld the cost of connercial in-

1irQ'a1nee for equal blnefits would be prohibitive. Farm fanmilies are
large and farm women are probably les able to find good-paying
jobs in ceI tim husband (lies than urban women.

It, is sometinies said that farmers (1o not need the old-age and sur-
vivors insurance program and that, they cannot afford it. There is
even more reason to have this protectim' for the family than to have
insurance against fire, windstorm, and hail.

Figures show contrary to what one might expect, that the burden
of public assistance is greatest in til moro rural Stutes,

Believe that answers the question that you raised, Senator Milli-
kil. with (he other witness.

Thus farmers pay for the al-ence of old-age and survivors insur-
anice protection not only in insecurity Nit il higher taxes to support
public assistance.

Employers of farm labor pay for the absence of their protection in
yet. another way-less pmductivo workers. We hem-u complaints that
usually the best works go to jobs whew) they can get the protec-
tion and farmers get the leavings of the labor market.
The CHAIRMAN. That iS not the sole reason for it, though, is itI
Mr. SANDYM. What is that, sirI
Theo CHAIRMAN. Is not. tile lrimnary difference in the wage paid?
Mr. SA iERS. Well, that is only part of it.; yes. But this can be

a part of tile remnimmration or the consideration that would cause a
man to take a job elsewhere than on a farm.

Senator MAiLIm . Is it not also part of the general migration of
young people off the farms and into the citieB?.

Mr. SAND)MS. Yes; that is _quite so. We have 600,000 of them that
leave annually. It is simply because we have a higher birtb rate slid
are increasing our efficiency on the farm that we do not need the total
number of people that are born on the farm and live oil it to maturity.

Senator MAItULtIN. And does that not sharpen up the point of se,-
eral of your observations here? The old-type farmin family was I
pretty big farm family. I niean, they figured on children, and the
children would help, as they grew ill) and in an increasing degree they
lived as a complete econonu unit; and when the old folks got old amli
disabled, the youngr folks took care of them and kept operating
the farm. Wlereas nowadays a lot of the young ,people that woqjl
fit into that old-fashiomed process 4o not fit because they are not there.
They are in town. Is that not right? . , I: m
: AIr. S.i8ADFs. Yes. I StipPO,'o irtrty close to a half of the boys nd
girls that are born anld reared on fornisdo that very thing-leaveand
lnd employment in cities. I . . ....I'll .,,
Senator ILLIKIN, I mean, up ahead hero you talk about the dil.

culties that a widow has on the farm. Well, i the old days-I amn t
prepared to say always, hbt gut, of, personal olirvation Iknow.tl!tl
in the old days-where tlere! wa a large famnivy:th pia tm m not qlj
pi-oblem at all. The widow stayed on the farm.' The sons ani daugh.
tme kept the farm going and$ nf murso, d14 not !et time mother starve.
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. Mr. SANims. That is tI~xo, C eeitiIly where lihe eltild..in art' of
all age wilere they caii Worik oil the farmii. And there is always n
opportunity for iakitig it child oil the firm an economic anwet trether
titait a liability, 1111d Wit hout doin it great deal of harm to thle Child.
The type of work is at t ype sueli as fit) cn tio.

Most of thle provisions of It. it. (W) skcen to be acceptable whenl
app~liedl to firmn 1*eeple, We do believe, however. thitt the bill should
be amended Ao thant older persons iii the newly covered groups would
timid'it eaier to qualify. We favor the rconinemnt iolt of yolir Ad-
visory Council for-
a* new Start ttn the e(~411llity' reajtreatmiits wichi will reqWdret'w lii' mte atailityiatt
porltnl for ait ouier worker 110W as witit reqito ftir it 1ersoll whio une lit immoait
age when t~l, atytitt Waitn otieratlion.

Apxie this staitemient aii thte atlinetiits to 11, IR. (10) which
we ravyr. 'r11he 01y 1 wo l eotuplisit thle coverage of farm peole~ alit1
Would effect ouri recommtunntitI il oil eligibility reqitireilents.

' NOW these vario'lS A11iiteiwts. 114 vot 1cA IiZe, are those poirtionlS
that. exclude farm people trolit t(ho operations of the bill.

.The (7muAun1Itx. I fthi' It th1at thle 01a11 P Upprove4 the perman111ent
aud total disability lticauraie provision off. t. 60(101

,Mr. SANDF~ts. Let meni a. 1.Ialvor.-mi to timer tltit.
"Dr. IIALVORKON. NVe11, he Orauge has tiever takcen sluvitle wite io

t1kat ; b~ut ,fromt talking withl soue of tihe State nuas1tes tit the ana
sekIon, I would tit km,.qt say that if it is Workable to have disability
coverageg thley wvold certiily believe that the noed is J11t Rq great iii
tlto kiii5, Of td blity of a heald of a1 Y011110 family "s it is to provide
for old .

'-ThN (Itex ttAt4 WT tib kk It wonld be fin %vo'rkabl it the Cinist of fit t-
.era, fttriin opciltoti, mul fsam Nvirkerts if ttilm are coveted. AxN1111iait
'that'yovt find sime pmletieftl wily of doiig It,' and~ tltey art, coveretf
y ol could certainly aply tilt pilteipleo of total anid p)eritllt 1lis,,-
~bllitjI; al yot comfi in the '06-e of anly workers in% industry.

b D~ I~~vou~~.Our testimmiy ilidleatedl that we were coileerted
1evth thiiA jOb1i'Yk that Ali," en ciet
A ITVi~ O,)'AltiA. .VY4 1 takIAN1 vnA111. And 1, ftsitlttt that. 3-ou

r 'R0*11 ot4 of thkit provision. asq woll as(tlie Ohm- i' ovisiis of
rf;. It. 6000IW ~v oi) aOk'to hai4 Com 1~'~ideW It. It. CK"~) tilt filrII

'bl c otbra! - t . fAitd I take it, that, 3'Olit' ll ppi'oviiig also
It Is Pa IIw twovisioll to thle prerent law, inelutlimig

k itk %rtnaitolitly aut totlbl &I(1tltd1 mis to prttelring third benleitst.
fljDj.* !ALVbfi&4.!'1bhIY 'Oiiy qet ion we ilvollld ilaive is whether to5)

.VT~i jmmay * 'Thwt 4dtld be t rue II aill t ases.
Dr. IAyl . Yes.

A610- &h bflitil-FAM~ 1Iit~ti,;Atke4-to the self-employed farmt.
~at '01dbe jical xvyipiexts made onl a'f~hine at0 etinijaud to a

U m ~''~t I~it W it)ylg't. %, rkhitt, will shty; $2,000

bW 1M*I 0 ~ 60hd X1.vtift fafef 'Vht i vodfi aiip

real! t list depend upon the conditions of agricultitre ini general.
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~etato T~n'.It 6; ni question of wh'lethier the farmuer is goitig to pay
1111' tax voinpuill111le to that paid by the employees.

Sit% SA~NDERS. I tilik I have S;1n10611Iiiig t 1111ight hell) t0 answer1
that. Senator Traft. We~ have tih'ihiidI~iiO iiitii('tiii tit, voiii-
partiitivei inlcomei of farml operuitons aR c n '1arilA to that of inthiistrial
wori'ei'(. Anid we fomiil fr'om1 11i 20 to 19319. 1 hielievi' tho igtires Iare,
tillit thlt aiverage fm-1 operator haid two-thirdm tis immeh left oveir to
rtay himself for htis personal services after hie paid th l oit, of opterat III
lis farlil as, did the alverllg indtria il Wag e Worker durIIi 1g thatt period.
lit other wvordt, hie earned for hi-, labor. nett. t wo-thirds its i11110% 11s the
averap) indehst rIiii wage ea ruer. T1hiat might answer fa irly closely

il. 4puest ionl.
SenatorTIF'. O)il 0t.t Itutu . they y 11. perV n-o is it 1!pr

Dru. li.mixomsox. Tlhe farmer ait the hieginiting of the prgri wouldi
pay two and at quarter lieretit.

SQ111tor l' Ai'T. You meani thet self-emuploye&d farmers
D'r. Yesoui'. O thle farmuIler would *Pav thv' emiplover rate. tind

at half of (te employees, rate, or the (other war aroundi. lat he would
pay 11or yNoul could say it morem "imply, I i/. t he employer rate, for
his own zelf-COV0e194:.

'rhe Hu.uM~.le 'would pay all of his own insurance and half
oif his worker's insuratice. If youi bring imii under this systeml, hke
would, of colllM'.

Senator 'l.%rr. It what I ami iAskiig is aq to himiseif the eimployce.
Thet average workniu, I think, today makes aroud *Vw~Ott or .I0,
orl Somethinug of the Sort. in thi, ilit iv. Now, if the farmers art'
making two-thirds of that, thait ivould lie. around S-2.60), or so.imiig
like that. , . , I

Wi. lTAT.Sut0'6V. V09 roha1011bW ltl e It th'.1 at.
Senator' TArn'. Oia th-at you Nvould only vollavt at tax of two anld a

quarter percent. witereaq oni te average 'workinau you would tie eol-
lect ing at tax of 31 pctveent. Us that not correct f

D r. ll.mvoutsox , Ye; on thet total, taking the VempIO~loye and emlovi'e1t
cnt ihutilli the CIA,(e of tilt, 'mplov'e. it i4 "' pv~eremt.

84eniltor' Ti'rr. And whalt irould thw bienefits, to the self-emlployed
farflertilhe," Wqed upon ?

MAN v!Aiudsox. it 'would Ne based the -anie ao it is for thle employee.
lie) wolil get full eefits tnder the schledle -Xt u1p.

Senator l'Ai'. Mill beiukltits bas.-ed oil thict net-Ilneome Concept that

Dr. ITAIAxeuSONN. The basis for th6 social-security tax Would h, morem
1W Ns asq net income from flxil~umi . Amltl Vol% *voluld nlot Sepillite
Ahe putta oldb srbd oito- hslh t would be tho
t otl Ivrturn'l fronl h Iis farit -IIig buiness, more or less.

Senator 'T-. tr. WlIjust 'wonderted onl whaltt iwsis' tac21
percent il4 ebl1IpAiV(1 toA 1 pierce Onl emj111to03es. I. IYtk

Dx,, Ui.,vollsoN. Well, tilat is 01e rille,iipilied tp'All the' slf-
eMM ovod nte ill .t6i therV are at numbIIIer t of reai'nsit giveli for
that; oilcmls l Iba if Y011 charge tite, jlle, -lte ot thesef-emlployed,

the~~~~ ~~ beeft Iyul Iio be01 istii lepe Could get! kinder

~S~ta~oi''N''Vo i rillui Vie I ovtmbniimlsitd~ V-64 mmve~
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Dr. HALvoRsox. If the rate oil the self-employed was made double,
yea; so that he had to pay both the employer and employee rate for

Senator TAiR. The reason for this is just to compete more suc-
cessfully with private insurance Is that the purpose?

Dr. HIALvonsoN. No. But that is one of ltie factors to make it more
fair among all the people that would be covered. And also there is
the feeling that the self-employed probably ciinot pass the cost on,
in the rice structure, to the rA11e extent that it is pos,_ible in these
institutions, or the business establishments, that are now covered.

Mr. SANDIMns. I would like to make a statement on that, Senator.
1 believe it is definitely true that the farmers pay a great deal of the
general cost of this social.security in the price of the things that they
buy. Now, if they could pass on the cost of their own insurance, in
case we give them the insurance privilege, as do other industries, that
would be fairly equitable. But 1 think yout would agree that farmers
just cannot pass on costa of that kind as readily as can industry.

Senator 'L-r. Yea, I think that is true.
Dr. H.AVORSONs. That is what I had in mind in saying that the cost

call be passed on in time price structure.
Senator TAFr. But is that true of tile self-employed, in general?

ir. S.%NaEm. I do not think it wo~tld be as true of other selfem-
Ployed as it is of farmers.

velt6r MiLLiN. A professional mian, for example, or a grocer,
Depending upon the status of his competition, can pass oil his costs.
, Senator TAFT.. Of course, if all other grocers would have to pay it,
lie can , .
- Dr. hAi,'voso. In the ease of an employee, the employer pays half
of it, so that the employe is still getting a very good bargain for what
he is explicitly putting into the social-security fuid- and therefore
when the melf-employei comes in, he ought to g'e at least sonie con-
.iJgeratiow for the fact that he is paying theo whole load himself. That
is why, as I understand it, the rate was reduced to 11/., rather than the
full double rate. * .. ..

Senator MUkm.TKIN. In the highly organized industries, as a practical
;matter, the employee dcqs not pay. That js absorbed in the bargaining
process, tlt is, in additioi to his pay, an reflects in the net take-home,
whiol4 is what they are interested in. In other words, the employer
pays, 'and h adds it to the cost of production.. So all pay.

;,ejintor M,4RTIN. Mr. Chairman, may I ask a question?
The CuAiu Z;.' Senator Martin.

pScqtor MrMWI.'M ybe U brought it out.: I notice that yoir
Orago .is rn edIin 37 States. ,ix the 37 States where you are
orgnum ed, ,V .ermntage do yOU have of the farm owners hi' t ie
Granlge approximate3j ..
I I 114rt, §Aiq ?I api zot 4 u e that I understand your question. Doyouln feai the tiotal faram owiiee in the, tatey 1,Owhat percentage
of our member rare farm owiei's I. ,. ,

P Id -k to haVd, he perpentage.t Take P qn-
v 'We lave 1(l00O fahi -sile farms. Wuhat

i Ag xl St pnyo uimi, ,I I, do itrecall
the .embershiin Ve its v i Ii, ou!'sls, a 1ot pip fourth

786



SOCIAL SECURITY REVISION 787

Senator IM rriN. Is it 25 percent of the owners ill tile family-sized
farms that belong to tie Grange ?

Mr. S.x'mns. I would think so, in Pennsylvania, yes, sir.
The ('It.\M. .N. We tank you very ituclhf, sir. "
Mr. SANmwls. Thank you. gentlenin.
(The ametdinlents colltained ill the appendix to Mr. Sanlders' state-

ment are as follows:)
AmENDMENTS TRo 11. It. IR110

I. Lxtetsion of rotrvoge to foirm operators and hircd form (irmkcra

Oil page 35. strike out lines Ill Ihroigh 21; strike out "tll" tin lile 22 mnd
insert i iell Ihereof (1)" tid reinnher the seeding iparagraphits. and
clui llge cross reference. accorlinlgly.

(ii page 411, strike oul Iites I Ithrugh 25; otn page' 47. strik, out Iltos 1 through
24; on page 48, strike out lines I iind 2; and redesgn:ate, the snceedilng stub-
set |ols. .11(d dlrtlnge cross references, necordillgly.

(i page 52. strike tit Iin,,s 12 through 17. titu relnulniter the sltleveilig
paragraphs. ail cliji ge vt'oss referencece, i.ecordlingly.

Oii line 18. page 79. strike out "agricult lral"; on line 19, page 79. strike out"lalor. uhonmesth' servli, " antd Insert It lieu thereof "hinesti service."
oin line 23. Ioge 51, strike out '"agrcultural" : o lit- 1. page X-1. strike out

"lahor. doiesile set'Ive,." and insert Il lien thereof "]lozni'stI servhve."
(tin pago 137. strike out line, Ill thrountd 21 : ol liau' 1:17. litne 2". strike ,,ut

"(i1" and insert lit lieu thereof "(1)": and remnmlter the succeding pat-
graphs. aid change cross references, accordinigly.

o pnge 147. strike out lines 3 through 24: on pagi' 14,1. strike tint lilie 1
through 25; antd ott page 149, strike oat liles 1 through 5 tild Insert ill lieu
thlereof the foliwitig:

"(41) Section 14241 (1h) of the Internal lievenue Code' is li'rehy re'lpealp'd."
Oin line, 9. page 14!). strike out "()" and Intsert il leu thereof "(i)."
Oin page 154. strike out lines 23 through 25: on page 155. strike out lines

1 through 3: and renutibir tile succee'ing Iragraphs, aid chatlnge cross refer-
etces. aecordigly.

On page IAM, on lites 4 mid 5. strike tnt "(ak) (2), (a) (8)" and Insert it
lieu thereof "(a) (7)."

2. lnisurcd tatus
'age 612. strike out "193e" it litie 9 and itnsert it lieh thereof "1954."

Page 02. strike out lites 15 through 18 and on line 19 strike otit "(C)" and
Insert i lieu thereof "(1)."

Page 112. strike out lines 21 nd 22 and insert lit lieu thtereof "paragraph (A)
any carter any."

Page 74. line S. Itsert, "suhiJect to tile provisions of litragr'plu (4) of this
sulsetioti," ifter "sIill."

Page 74. after Hite 22 and Ibfore line 23 insert the following new pairagraph:
"1(4) The deterini[tintion whether nny Individtnl who died prior to 1951 was

Insured for purposes of emtelits under title 11i of the Social Shecurity Act shall
be tnade tltdetr sulsectiotis g) anid (It) of section 2(19 of such act Its Itt efftt
prior to the enatntitn t of this net."

The C(iniumxm,. Mrs. Clarles Wagner?
Mi's. Wagner, I believe you are al)pearing here for Mr. Thonas B.

Keehn, who is the chairs an of the National Citizens Council for
Migraut Labor.

STATEMENT OF MRS. CHARLES WAGNER, EXECUTIVE SECRETARY,
NATIONAL CITIZENS COUNCIL FOR MIGRANT LABOR, WASH-
INGTON, D. C.

frs. WAoNFlR. Yes, sir, I am. Ile coul not be here today.
'rl ('1i.IlIMNAN. Please identify yourself.

,'S. WAONER. I am1 Nancy Wigner, executive secretary of the
National Citizens Council for Migrant Labor. Tie cotuci wits or-
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ganized 3 years ago by a group of organizations and individuals to
improve the conditions of grant workers. The Reverend Thomas
Keelm of the Congregational Church is chairman of the council and
Dr. Paul T aylor, professor of agricultural economics at the I ,lversjtv
of California, is honorary chairman. I wish to testify on behalf of
the council on the social-security needs of grants and all agricul-
tural workers where we have learned that tihe problems of migrant
agricultural workers cannot be separated from those of other farm
workers.

The social-security revisions passed by tile house last session as
1-. R. 6(0) failed to give protection to'one large group of United
States families, farm families whose welfare is of basic importance
to the well-being of tihe Nation. These 4,000,000 families who earn
their living by pIrducing raw materials to feed. clothe, and shelter
city families receive few, if any, of the benefits of the social-security
system.

Yet these farm families are anong the least able to lay aside for
their old age, for support of their dependents. in case of death. or for
sudden emergencies. As Secretary Brannan says,"The average farmer
is a low-income farmer."

About half of all the families in agriculture, including tile farm
operators, the tenants, the sharecropperq, tile hired workers, and the
migrant seasonal help, made less than $2,000 in 1948 from both farm
and part-time nonfarm work, the Bureau of the Census estimates.

Senator MILLIRN. Does that, figure take acount of keep? Would
.You have to add the value of the keep to that figure?

Mrs. WAuNER. That figure was just cash income, but cash income is
all tile migrant seasonal help get, because in most cases they are not
paid their keel). Sometimes they- are given housing.

One-fourth of all tile families in agriculture received less, than
$1,000 that year, a year of farm prosperity. Hov many families could
Wfford to save enough for retirement or to tile them over a bad enter-
gency on that kind of a budget?

The social-security tax would not place too heavy a drain on the
fariner's Imudget, yet the benefits the tax helps pay' for would keep these
hard workers from tihe charity rolls. Actually many of the farm
families have helped pay for social-security benefits. T'hle Social Se-
curity Administration estimates that almost one-third of all hired
farm workers have contributed to the insurance system during non-
farm jobs but are not insured.

Without social security oh(-age insurance, the alternative for many
farm workers is the humiliation of charity. Today about 52 percent
of tile public old-age assistance load falls upon rural counties,
counties with less than 50 percent of the country's population. the
Federal Security Adniinistration estimates. II n many agricultural
States twice ats many people receive 01(1-age assistance or charity as
receive old-ago insurance benefits, benefits to which they have con-
tributed. In both Gecorgia and Colorado, States with large rural
populations, more than 40) out of every 1,00) persons over 65 are
receiving ol-age assistance. On the other hand in Connecticut
and New York fewer than 100 persons per 1,000 age(i are on tile rolls

The cost of the exclusion of agricultural workers from social-
security insurance is not borne by tilt aged alone. The children
of the many farm families whose Imaip breadwinner has died without
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the lplotectiohl of survivors' insurance pay the price of exclusion also.
thli of our favorite examples is 1l-year-ohl Felix Coronado, of

Hidalgo County, Tex., one of those children who will pay all their
lives. Felix had tried so hard to keel) on attending school after his
father died of tuberculosis. He had worked after school and oil
satutldays ill tile fields picking cotton, transplaiting cabbages, and
harvesting vegetables with his mother. Together they earned $S6
the first year and supported the four younger children. But theft
the baby had an attack of pIeumonia. the second that year. and Mrh.
Coroinnlo could not leave him to work. lelix had to leave school.
After tie baby was better, it was just too much of a struggle for him
to go back. "lie was doing so well ill school," his mother regretfully
told one of our members.

Felix Coronado is jlist one example of hundreds of farm children
who stit'er because of the death of the family's chief wage earlier.
These families, unlike most city families, receive no help from social-
security insurance, yet they have a higher proportion of childrelu
than city families.

Senator MILLIKIN. )O they not receive local help?
Mrs. Wmux'ANE. Il some cases they (10. Ill the case of the inigralt.

workers they do itot, because they "iave not lived there long enough.
Usullh" tile States have difficulty enough paying for their oni people,
anld havye put in residence requirements.

To include tile agricultural workers under old-age and stirvivors
insurance today does not seem as teclically Zilapossible Is 'it did
when the whole idea of social 4eutrity was being formulated. The
administrative system proposed list year answers tie bookkeeping
objections, I believe.

The council asks that the Social Security Act be revised to include
agricultural workers ill its old-age alu( sillrviw .1 insisuirantce system
because thecomcil believes that migrant workers a1 all farn workers
do itot need sleeial-benefit lprogralms but they dit) iteed to enjoy tile
santo1 protections offered other United States ci'tizens.

There are other provisions in t ie Social Securit v Act which concerns
migrants and other agricultural workers. The Federal grants ill
11(1 to State assistance, health aiul welfare programs are of specialillportanlce to tile welfare of farm families because it is service to
these families which is most often cut from State and cotlity budgets
for lack of funds.

No State int tile ITnion provides a well-routided iealti and welfare
program for ull its rural families. The council asks that the appro-

ratiois for gralts-ilt-aid to the States under title V of the act be
Increased to help the Stales reach till their families with maternal,
•lhihl health. crippled elhilrei and chihl-welfare services.

The council atIso asks that the Social Security Act be extended to
give Federal grants-in-aid to the States to help them care for all fleetly
persons. As it is now, few communities have ettough motey to give
general assistance to both their own flee(]y residents and to the agri-
cultural worker temporarily strailtded in their midst. The migrant
farm family must face emiergencies alone. An accident to a migrant.
worker can upset the fitmily s close budgeting, for ill oly five States
are miigraiit workers protected bty workmen's compelslatio 111 aws. Or
the late ril)etingt of 1t crop cal throw the mliigratit fantily into nit
immediate tiiaiil crisis, for their resources do not allow aty wait-
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ing for work. Because the Nation's agricultural systenl deliids upon
migrant workers being available when the crop i s ready, the council
believes it, is the responsibility of the Federal Goveriuent to help
the States offer assistance to these workers and their families in time
of need.

Migrant families also are shut out from most of the assistance pro-
grams which are partly financed by Federal grants. Tley are ox-
cluded from the ahi to tto blind, ol(age assistance and aid to depend-
eAt children progralis by residence requirements set. up by il most
every State. Folowingitlie crojs from State to State, the migrants
cannot afford to stay home long enough to establish residence, nor
can the Nation's agriculture afford to let them stay home. 11. R. 6000
does cut down the residence requirements for aid to the blind to a
maximunl of 1 year, but few migrant families call even ineet that
qualification, let alone the inmaximumn requirement of 5 out of 9 years
residence from old-age assistance prograuls. Tle council believes
that programs partially filnanced, by the Federal Govermnent should
help these interstate workers. To do this, the council asks that the
Social Security Act he revised to prohibit any State residence re-
quirement whieh would bar needy migrants fronll aid to tile blind, old-
age assistance, aid for the totally and permalnently disabled, and aid
to dependent children programs.

Senator MILLIKIN. Would that lot, impose a pretty heavy burden oil
States which are trying to (to the best they can along that limle? Take
my State of Colorado. We aire paying it peiisioln of about $82. We
pay it to tile husband and to the w ife. 'I iat is paid for, of course,
out of Federal aid and out of tile taxes that were raised in Colorado.
Now, we have golo pretty fl l, out there, to try to ieet these plrohlems.
Is there not it limit to ad(litional inlposition, through migrants rushing
ill there to get the benefit of that I

Mrs. WAONER. It would Scell 8, but iI tile States which have set up
reciprocal agreements with other States to tiike care of their residelits
there has iot been a very heavy load on thenl. It hlas been equlizet
by their people who have been'in ithe other States in time of need.

Senator T rr Mrs. Wayner, 1 tlilc I introduced a bill a nunimer of
years ago, toward the oll(ddays of WIPA, for a special dealing with
migrant workers, that is, tile iiillinption by the I ctleral Government

of reslponsibility. I would notl be niuch il favor of extemliilg Federal
(overnmillent aid to the States for tll Inil)oses rallied to the needy;
bit in tile case of migrant workers, there is certainly soie just ificationi
for the Federal Governmlient asslliling a relief prigrall itself, apart
from trying to put it into this State m'stell ill each case. lave yoll
-worked on anytlhi of that sort.?

Mrs. VAONMi. No; we have lot.

Senator TAW'r. I think I introduced a hill around 1910 or 1941.
Mrs. WAONERl. We have not been orgiumized since thiemi. We were

organized ill 1947 and we have not worked oil any of tile bills previous
to that.

Because tle welfare of these 4,000,0i0l farm families Is S1 tiil)orlalt
to the welfare of the Nation, tile National Citizens Council lor Mi-
grant Labor is asking that the Social Seeurity Act. ho revised to (1)
include agricultural labor umder' old-age and survivors insurance,

/
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(2) inereaso alppr'Op)riat ions for Federal granlts-inl-aid to State health
and welfare progtiills, (3) establish grants-iu-aid to the States for
general assistant e programs, and (4) prohibit residence requirements
in State programs aIrtly filnaeed by the Federal (overnnent. Not
It a spe i ro1, bt ais dese rv g cIi izens of tII e U t ed States , fit In
fatities deserve tile opportunity to pity for their old ago Iid to share
in the Nation's welfare programs.

11he CIIAHItMN. h'llnlk you very much for your appearance.
Are there further questions?
Senator MA.lIK,,iIN. 1 would like to ask: IHave you made any special

effort, to find out whether migrants wv'ant. to comlie' lnder this program ?
Mrs. WAGNI:R. We are ti Col1tleil eoilposed of several orgotnizat ionls,

amid ole of our affiliated groups is the National 1"arnl ,Alor Union of
tile A. F. of L., which has a tletnhershllp of Iigraints in tile South and
in tie Southwest. ''hev are it democratic union. an td t hey have voted
to ask Congress to he allowed to eotie under tile Social Secutrit y Act.

SemIllor MIImKIN. 'haik you.
'The CAtrnm.\. Mr. Tobler? Mr. 11. Willis 'l'obler?
You are relresenting the Milk Producers Federalion, Mr. Tobler?

STATEMENT OF H. WILLIS TOBLER, LEGISLATIVE REPRESENTA-
TIVE, THE NATIONAL MILK PRODUCERS FEDERATION

Mlr. 'lo'omrit. Yes, Mri. Chlinn li-1111 nd Senlators Atiilikill, Ta'lft, anld
Martin. My name is Willis Tobler. I am a legislative representative
of tile National Milk Producers Federation.

'T'lle Cti.itm'N. You tt1l1N )0 seated if von wish.
Mr. T1'OImF. My appearanee this morning is onl behalf of tie .1)5,000

dairy fartlers of the Uited States woli ave cooperatively organized
aitd ae meters of our federation. 1 do not ha ve a writ btl statetllent,
Mr. Chairman, but I would like to take a few mtonents to indicate
out views with respect to old-ago and survivors' insurance is it. per-
tains to Agriculture.

'I'le CttAIitMAN. Yes, sit'. WO shall he) very gltad to hear you.
Mr. '1'oIo I. 1Our federation for several years, ihas gone oi, record inl

suj)port of the extension of oid-ago and sltrvivors ilisitratceo to agri-
ell tutre, alld our lostt recent deemiration oil this stibject, was lit our
annual meeting in November 1949, at. which titne the voting delegates
in our organization adopted this resolution:

The federation reolmends that old-age and survivors Insurance be% extended
to tll e hyiiloyet'. ttltldllig tho ist Il igrlttrtlle: alll that self-.llloyt'd |t'l'sots
may, at tieir option, avial themselves of the Ibittelllx of the program.

With such extenslot, contlined itmstratte tnd encouragetment tust be glvein
to employers to develop retirement pll|8 md11 oteir stw'urlty Iteltsulres for their
ollployt, s. Wo believe that it pl'ogratm roqultitng eottributlhm otlly by etu-
ployers Is ttnsould itid not In thie best Interests of evluployees. We Inist that the
estbahlsliietit of ptiglon funds and other itIsllra1ie programs iholld be tade
through payments by both employers and employees.

The federation further reeotetnis that old-age minpenllnailoln 1)e paid oil a
basis stililar to an itlsuranee or retireteat annuity, Inisteal of oil the basis
of econoicle happellstallce.

I shalill expand soni0 of those thoughts expressed in tile resolution,
particularly with respect to that last paragraph, a little later.
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SeotorIlil hi~.whl'i youl volli to e~p(jidilig. would voi miid,
giving its t10 ba1sis of yourl thevory that the' srilf-employed sI~louhl hatvo
the 01)11011of comling iu or oot? iv ~ill youl cover tHIt

Mr. TIoiu~n. Yes, sir.
With respect to thle desirability 1111d o'edi of e.\tt'nd ing cover-age to

agric til irt, I merelyN NvIiut to liomllit out t hat people ill viua at l are w
julst ats moo1ch coovernied over tilt,' oterropt ioul of t heir ca1pacvity to t'arti1
at liveliood its prosle in iirha i lstire1s11o thet ftem.i of nti living able to0
volliit ou working leut to old age, o1' driith ill is these' people' to mi
this st'Cmirity luhst its 111110li as t heir tli neigh ioi-s.

I10w Voer W01lt4 like' Mt t his t hue, St'natoi- MI ihhikuil, to Itry to 11se
te questt ilu t lhat yottlli hve' blt aiskitng piitviolls wit tiesst'5.

fili Ion 1jor relsomi or1 filttor whyt% ligrivitli ilths heft (ite iinpressioll
(if aitlihihlirilit lack (if ePitt Iii-Aillsit for t his jiiogiknil ilhus to dto withI
tile very rellsoti mwhy% it was niot icorpot-Ilttd ill lilt, act ill t he' tiN.
phact\ I1 have' reft't-etice to tile adtlimstrttive difit-11lt it's imivolve'd.
As youl ittiw, Vi'als of slutdy tliv' ivt'u give'o to ( his s1ulijtct by t ho
D epni-t it'nit of""Agriult uirt' 1111d thit socild-St'cimtity nold farlil or-gan-
iat tOlls; 11m1d out of thlit st ION. lis t'volvt'il thlie irt'sv'itlv sligirestetd
Stallil) p~lan. III coiiitctilt wit lth litutll -timety-rin, et'ioju-vies,

it appears thlit ti' stailli pilo will solvtenoo of theoste iliilimitt vI
ielliotit's. I lowt'vtr, still visuahh't' soino' t i l~il lip' ei'tiou III redi.

l w'ogrami wilt lit suc'tt'sSfil, b11t thlit is tilt basis fill t his lipput ltlit

St'ilior I 1.t.1(tN.I tllimi t lint isoav'~ ot 'tlutin
I should like to lidtl that thit 8t'ciit Agt'llcv is kttlito ltept ait

pritil~litil, 111td thlit stuop-t ax plan lilt' lit't'i witdey atdvtised for
St'vt'rnT Vt'avls.

Th'le ('l~l~l~.I lal-t yoill liioked lit thlit Statmp plan1 ill actitint
practt ice ?

Mr I. TIomimyo1. No, bieatst' it has liit beten lit( illli tt il plait ic'.
Tlhe (' .ltA.I would like to ba11t' onle of til l-it' soc vinl rit y

lgt'lts Stay wvith it oil toy.N farm for' a11lit 61 molltl 1i111od stt whalt li;e
thinks of it uttler lie, 111s bu't'u on at (I-m1oothI toot'. of tity. It looks

Mr. romto. if it' is stisfl'di, St'nnttr (1vtorgo. withI re'sptett to you
farmil, ti1itd for 'yt'ur-l-otidt full-t iti' Workters, I t-t'tt aiiilyvtantitt tvoil-
vi yt of his bl)(litg sat islltd When'i it oe t (4ii1t tle par-t-timet'. st'iiaitl,
lliglilto Ol~tkt'i.

Thle (1 mllm.N. Wie hiave thitem till othik siit' fallmitluich yt'ir," thle
ir'giitii' worker, the par-t-t imet worker, th' iigrmt wor-keri, the oven-
siotuth worker. I would hike to see thi'mo gi't that's' bit'nttits, if youl havie
1% t~ootl Syst eml. There iq 110) rt'nsoli why1 fariiers (1to iiived it. as8
wl has Iyhotly 'se ; alod you dto tiot liavt' to tirgoe that. poinit. TIhere

tioitl. -If they nedtlassistilct'. th lt'tittt it. 1111t I11111 thiiokitig ofit,
front tlti practitld pioinut of view, of how youl eli apply13 it, hiow youl

Mr. 'Iomit I cortitly vani visitilix' Smtile verly Itere~stinig situnl-
tiolns oil farms, with soiled' li 11111 itillitAld Stamp~ hookos that have to lit
carrietd a-olund when fairti ttimployet's tale working ol the ftirms iindetr
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Jitllverse5 wt'ltde Iiti ' itll us. WIIt I (tt stil I I t iih I lint wit Ii lt'51)t'et to

juist thtii't tIli uk it is giui ft vori. Ini fliet. I 111t vottliict'tl it is int

''Ilwt'veru. t hut tit's hutiii'i iat t li1t p hul-f ilt'v Iliigi'nt oi wotkersI
Shltili hutf lit' tolvt'ii. ITh'. shut Iliii Vt'N- I het "11t. tilt' Iit'i'ts. Iit fitv(t

I will vouift'ss Ihult I tl ht 1live't 1111%. soilut iol t i iiis sit ht 111tif rt lit
jun it- t i ii miiigraor N iv wnkt't. Ilot 'wtr. 1 tin) itiu ki' n slit "'ttintl t lult
tIi'hIt ttlt'rit somet t'nisidltttolt. II iI(d that is 11lint tiltislt uiof th li' oti.l
Ill it e iut lit' t c illiIe Il it ,iglt (1 l et wil (ht (i' Iit e'u S t t' Etit dnv-
iiit'iit St'u'ive, w Ito.its volt kno11w. hinve' fli jur'isdlict ion overu t(i'het i

ii', uit-Illilr Intns I lit' tin ivtst st'nsti ituiglt's-.ts. Nty It'tiitiio tlti~ co-
siit itt iuut with litlit suiit pt'ugiill titighit lit' tevold t'tlvbv liutlylit' pmnitl
tlite. Sesi'niu. imligrnaty wii tiiglit li1i1%tv it Nviit-knault pi-ogilio. so

uliIlinsi wtuttivsII-l workers.hi u'itetin It'i'de t Iis sitilt' I itngrn ut its tlit)

if e youivr it liuv i ss tt tilt itti o butt iit h sitit itiv I4st thit it.,

tin vt'I itse fattud toeo t li tilst. I i t iiw wt t t'it iltlit'

tis ol Ilins'lyo tit' ttiisli t htit' yoi't ha uto itutn st itlil i els itbtut iitg

It'iTiiis w I lltI& st'h't'touliego itif)i iiig ithit' e tlsei. t ttio
fThei lit l %-i,. tlt I Nllt' ntottyt b t t'on-ivi e msvI oii l lut'wIits t

other1V o t~Y lis' li' itt'til d'ifftlii vstt'iv. fot' it l e rifiv'. itiit'

Miittr.Tot isitidiith t'trit t ow wt t uthe piluittr Mut't

giillo wiit'itig l oil t'tuip tio ll t't',td hu tit'wtt' tillt, wrgl holtt lt'tttd

that snut' uttill t 'it t'oti thiit he. iveltioll tiilih 111 vlotiie Ilt

Oliitligt itivir owt ittseor ity iidtilt llgt's "Ivg Itieill~t t'tt'ittht hrito
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Mr. Tomntn. That is exactly the reason wily we feel that tile farm
owner should have the right, the freedom of choice, as to whether or
not he wants to belong, because of the very reason that there are somo
farmers, low-income farmers anld subsistenco farmers, who are not
able to acquire or to build ill) their own security prograill.

Senator hhmIISN. Yes, but you hav. not imposed any limitations
ol1 your system. You have not imposed any income limitations or
lnrdshi1) limitations or need limitations.

Air. Tol,{it. No, that is true.
Senator Mujamtx. Now, suppose you-no, I do not. want to even

think of you having ill health; but suppose a farm proprietor got to
be, say, (2 or 63, and he became full of disabilities which threatened
to be very bad in the next year or two. lie would be. a perfect. fool if
lie did not rush into till ilsuriulee svstemi that was available to him.
Now, it is the acceptance ill lily insurance system of extraordilary
lizards like thit, which cammot he ironed out through the aggregate
of all of the risks, that. usually overrules this opt ion business. l)id
you ever hear of an option iin private illsurane. for a n1ia1 to CoI1e1
ill or stay out its he pleased

Mr. TLm|mt. Certainly, lie lils that choice.
Senator MnAmuKIN. )(d you ever hear of an insurance system where-

by a man can automatically, through his own desire, without the coi-
currence of his insurance conmpaty, go into till insurance system i

Ai'. Tomiii'it. Ot, io. Tiht is trie. But hie does have te oppor-
tunity to choose whether he wants to take out. a insurance mi iey.

Seinator Mu.itN. Oh, lie can stay out, or lie can get out after lie is
ill, which is one of the distinctions tllat does not prevail here. Oneo
you are in, you are ill; and yot are compelled to stay ill. But to
pass that ob 'iously if people could elect to go into ll insurance comi-
party and compel till insurance company to tak. them ill, we would
not, hlave any solvent insurance companies.

Mr. TodLt. Well, I think the illustration that you use Senato
Millikin, is rather extreme, with respect to agricult|ro. It is out
belief and conviction that as fart as farm operators are concerned,
tile large fail ill l the family-sized farm operators, they tire going to
prefer, even unle r circumstances maybo as extrenuAi as youl's, not. to
participate ill tle program.

Now, there will be exceptions; I will agree with that, But pri-
mainly it is going to be tile low income and tie subsistence farm owner
that will want'to partici pate in this program.

Senator MIAfimum. I we are going to broaden this coverage to
include tie self-employed, personally I would like very much to see
it on a voluntary basis, but I am plagued by doubts of the kind that
I am expiessing to you.

Senator TAr. I suggest that the voluntary basis is perfectly rea-
sonable if this is insurance. But I suggest to you that. this is not
insurance at all. It is a general system of taxing everybody to pay
pensions and pity them with very little relation to what they are taxed,
some relation but not much. And if that is the theory of the system,
or that is the practice of this system, which it has come to be, it seems
to me, then it appeals to me that eerybody ought to be taxed.

Senator M iu m. But wihy should T, assuming that I am healthy,
have to make my; contributions to support some fellow who sneaks
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under til' tent just before he becomes eligible for benefits?' That is
a discriminat ion. It is not equal treatment.

Senator T.mr. You -'et it oil tle assumption that it is insurance.
But if it is taxatio it is enlirelh dir'ieren.

Senator uIli. (IKIN. It wN-0flld he more logical to assiuie tllt every-
bod' is toing to be health I all te time.

Mir. 'Ionuxmi. Well. I lucre even a greater fundamieniitil objection ill
the pmogr'am than that. Senator Taft. which 1 will come to later. I
was not going into lie Illeritr or tie demerits of i social .securit y
Program lI am just assuming thut this is it solid, workable programs,
aud that it is insuraie. WhIether it is or is not a question that I 11ll
not going to raise myself.

Now, if tlile program is extended to agricullire, to farm workers,
there is o(le very ilmillt item that Inust he taken into Consideration
in evalmatilg the cont riblit ions, atid t lint is tie payments in kind. As
y.,oi know, a large part of the wages of farm workers is in the form
of Iomsing, hoard, clothing, and other itemis of tihat type. And those
items should le taken into considerate it as part of the wage scale.
And it is very important, since there are great variant lios, geographi-
cal differences, and standards throughout the cilIltrv. t hat a schedule
or schedules be formulated that will accurately reltect these various
items tlut go into the wages of tle farm workers. They are very

jiolprlant, aid they should be all taken into consideration ill the over-all picture.
l ,cta word about farmer Cooleratives. 'rhlt is sliethlng th it we

are particularly interested iii, because our dairy farmers are all co-
operatively origaiinized.

Senator MILLIKIN. Should V0ii also tike ilto consideration that
the fari worker at least subjects himself to it larger period every day
of availability for service? Youit 1 not have a 6-hlour workday o1n the
farmn. Should that, le taken into consideration ?

Mr. ''oimm. I think it lirobably should. It had not occurred to me,
but I think it probably solIuhl.

Senator MILLI N.'Amld thlt wou0iild be oi the other side of th
ledger.

Mr. Tor nt.z. Yes.
Tie bill, 11. It. 6000, as it passed the Iose settles or removes ii lot

of confusion that has been Il the present program with respect, to
farmer cooperitives. There were cases where we did not know
whether the employees of a farrier Colerat ive were covered or not,
and there have bin cases reported where contributions have beeli
made iy the employees mid by tho employer, the cooperatives, and
then it Ias been later foid that they were not covered. And when n
etfort was made to secure a refunld, they were rmnable to do So. I
must be frank to admit that I don't know )how extensive that situation
exists, but it certainly should be clarified, and till eiployees of till
farmer cooperatives conic under the act. The bill,H. R. 6000, so
provides.

Senator ',r. That reminds me of the question of ,ooperative-
insurance companies, which you have in the farm field and I guess
you have in the (litiry-cooperative field. What kind of insurance do
they provide Do they provide life insurance, and so forth, or not?

Mr. Tontn. Some, but, mostly automobile-liability insurance tltd
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fire. That is tile general thing. There are some organizations, some
farm-insurance companies, that do have life insurance for their
members.

Senator MH,.miKI. They do not. have disabilitv insurance, (10 they?
Mr. TotEam. I do not 1now, Senator Millikiti. 11111 nOt sure. I

thought that they did, but I may be in error.
'lh CHAIRMAN. Some of then, I think, do have a form of disability

insurance, yes.
Mr. 'l'om,it. I think there are some that do.
Tile CHAIRMAN. Yes.
Mr. TOILER. I just want to bring to tile attention of tile comilmittee

two collateral issues with respect to tile definition of "agriculture."
As you will recall, tile bill, 11. 1. 6000, clialiges the defillit ion. and in
doing so it. specifically brings ill employees of farmer cooperatives.

The matter which I refer to might b~e considered as it somewhat
minor thing in the bill, but it is really not so minor. At the bottom
of page 46 and the top of page 47 of the bill, it says this:

III the employ of tilt- operator of it firm ill iItiling. laying, drying, lckwlng,
pacrkagiig, processing, freezing, grailitig, storing, or delivering to storage or to
market or to a (arrier for translortation to market, in iits union nofactured
state, lily agricultural or horticultural comniloIity-

I aml raising thle question with respect, to the Word "tilllt111tltitfiletlt1red."
Two or three or four year,; ago. or mtaylbe less than that. thle M),

nlado a fantastic ritling that. Spinach, \whet it is harvested, ctit,
trimnnled, washed, find packaged in cellol)hllae bags, nto longer was till
lii nutltuttfactured commlloditv alld became a titatuifict ured ar-ticle;
which, of course, was ridiculous. Subsequently, they reversed theni-
selves on that and hel, as we have always colltellded. that it was an
agricultural cotllloditv.

I ail just raising theil question, because I want to be sure that this
term "unmanufactlired" does pot take in some interpreation like that.

The second thing I would like to bring up with respect to tile defitli-
tion is that there tire in the statutes of tie Congress other laws that
refer back to the definition of agricultural labor in the Social Secti-
rity Act, till(] I rely bring to the attention of the committee that
the enactment of this defillition will, of cotirse, impinge itself ulpo
the existing legislation, which uses this definition for agricultural
labor.

Senator MIILIKIN. Not especially desiring to bring up an iumpleas-
ant subject, but would you say that a worker in an oleo l)lant is an
agricultural worker?

Mr. TOmLmR. I think I will let that rest with "No comment."
Senator MILLIKIN. Let us let that (11ro). What do you say?
Mr. ToLnx. Yes, otherwise we may open ul) a long aiscusslon.
I am particularly disappointed that the Taft-Hartley Act does not

have a definition ot agricultural labor. ,And as you well recall, Sena-
tor Taft, an effort was made to secure a definition, either the one ill
this act or in the Fair Labor Standards Aqt.

Senator TAr. They went to Congress, as I recall.
Mr. Tom.r. They'came out with nothing. And although agricul-

tural labor is exempt, there is no definition of agricultural labor. But
there are other laws that do refer back to this act.
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Now, I want to con to the really fundamental weakness, as we see
it ill the present social-s'ctrity program, and in the bill, too. I would
like to qiote from a statement I made previously, last year, on that.
I am ref erring to tite retirement test.

As you know, the program provides that if you cont inue to be gain-
fly emllployed in the covered employment, you are denied the benefits
of the program, or at least you secure a reduhced amount of the benefit.

Senator Tm-r. If what ? What was the first part of your sentence
Mr. Tom,tt. If you continue to be gainfully employed.
Seiator TAtr. O)h. after 65.
Mi. Tomri. After 65.
The ('nCt1WNa,%,. After retirement age.
Mr. 'I'oumt:. This is what I said last year:

In supporting ti lr niclple of tilt- ohti age uitii survivors tinstirance program
of tit ScIachl Security Act, we wint to make (ler Ihat we do Iiit siliniribi, it)
tle (himnlle that tlrn reelpt tOf ealrniel liinla(ts Is delen'nt ulpon the sltatus-
of r'ilrn nnt ofi lt, im II',I. Wet' hold that lat tile iI','srcllwd retlheneint llgo
the lli(,l Should. ins a matter of rIglit, receive ile full henetit im) linvllt lilot-
wlthstlandlng tile fMt that Ile conllimues to be gahifully eniplhyed In a covered
elllnl' yuI tll l .

Tile ld uge lmid survivors li iiranallce iprngrin provities a llinnlns whereby the
Iisn'nied hs alih y period cnltrlbiitlhns to build ul) a -,living,; flnd whhin at in
fixed (hit( should hnedintely be ilvllible for btneit payennnits to tilt Insuired
or Ills tnenietthlnry wiblIntit a cndiltlon pire'tdlnt. It linily be that tile to intirnl-
tits nnf nold age the hiismirn't i, lh.nitiie to 'tontinntne ti wnik. on' hi' ninnay lie blessed
%,tlth goond health but desires to witnhraw from the conpltlv' field of work
nid sleil tint' renn nling yenirs In leisure nd casual actlvlties. t lie lm, prt'f'r
to continue to work as In tine past. In niny evt'nt, whatever decision tine insured
may nimke. tine right tIn tine savings fund an ineynnnts therefrom must lie an
absolute right without regard tn tinte enmlonhyntent status of tilt' insured. Retire-
nient policies issued by private-Insurance companies priovihe for full-benefit pay-
nieuts infrespt'ctive nif tine finet that tilt' linstirtl enuoltles tn to ie glhfllly eniployed.
'T'ie same proceilure should be followed wider tilt' old-age and survivors insurance
progrnni.

Senator Mimi.IIN. I)o you know what, the additional cost would
be if we had that I

Mi. Toniit. That question was asked nie last year too. It wohill
be more, I recognizee that.

Senator MltLLKIN. io you have any figures on that, Mi. Cohen'?
Mr. WILBUR J. Con1I (technical adviser to Commissioner for So-

cial Security). Yes. Senator Millikin. It would be about 1 percent of
lpay roll mno'i than H. I. 6"00 to have no retirement age.

Senator MiituKhN. Total 1 percent'?
Mr. COhEN. Total 1 percent, yes; above the estimated 6.2 percent-

level premium cost-that is in ii. R. 6000.
Senator MlIAKIN. If that could be done, that would encourage

people to stay in productive industry, would it not ?
Mr. Toinu. Definitely.
Senator' MILxIKiN. Aind if we are going to carry all of these "de-

ducts," we are going to have to keel) our productivity increasing, aire
we not? And thus we are going to have to encourage peol)le to stay
in productive labor as long as tiey are able and willing to work? Is
that not correct?
Mr. Toiltl. Yes, sir. And I am certainly one who will be perfectly

willing to pay that extra 1 percent that was just indicated and know
that at the age of 65 I wou Id receive my benefits and not be denied
them if I continue to work.
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I recall that the Advisory Council of this committee a few years
ago did make this reconunendation. But they imiade it for tile age of
70, -whereas we are sug.,esting tile age of 65.

Senator M1lu._KIN. I think almost everyone is agreed on the prin-
ciple. It comes down to the (qlestioln of wliether the system can carry
it. I think that is what. it copies down to. Is it ecoilomically sound
under all of the circumstances?

Mr. TownrE. Mr. Chairman, in conclusion, then, let tile just 5Uil-
marize very briefly: We recommtnd and( support the extension of old-
age and survivors insurance to farm employees, full-time year-around
eniployees, and part-time mi, 'rat or,' workers, when some workable
prograni can be evolved; to self-employed farm ownerr, with freedom
of choice on their part , and the right to the benetlits wheni the insured
arrives at the ago of 65, without any reference to the status of his
employment.

I want to express my appreciation to the committee for the oppor-
tuity of appearing here and kresenlting the views of the members of
the National Mlilk Prloducers 1 ederat ion.

The CIAm'uN. Well, sir, we thank you for your appearance.
Mr. ToLF.R Thank you, Mr. Chairman,
The CHAIRMAN. Mr. Angus MeDonald Will you identify your-

self for the record, please, Mr. McDonaldI

STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE
SECRETARY, NATIONAL FARMERS UNION

Mr. McDONAID. Mr. Chairman, my name is Angus MelDonald. I
am the assistant legislative secretary of the National Farmers- Uion.

Senator TArr. The "Farmers Educational and Cooperate Union of
America" is the official name? or is that, a branch of the Farmers
UnionI

Mir. McDONAlD. It has two titles. The title I gave is the shorter
designation. It is the same organization.
mr. Chairman and members of the committee, I am here to present

the position of the National Farmers Union in regard to H1. R. 6000,
a bill which extends old-age and survivors' benefits. We understand
that. the bill as approved by the House of Representatives extends
old-age and survivors' benefits to an additional 11,000,000 people.
While my organization heartily approves this legislation which ex-
tends social-security coverage, we regret that farmers and farin work-
ers are not covered.

The National Farmers Union has for many years supported the ex-
tension of old-age and survivors' benefits to farm people. We realize
that farmers who have reached the retirement ago are i as great, need
of social security as workers in cities. Furthermore, we feel that the
farmer is in special need of some kind of assistance because of his
relatively low income as compared with the city worker, and that
declining farm income of the last 2 yeai,'s has accentuated this need.
Economists tell us that farm net income will continue to decline during
1950.

The farming population is also entitled to special consideration
because over the years agriculture hao provided a subsidy to towns
and cities by exporting annually a large part of the boy and girl
crop. In many instances the parents of fsrin boys and girls bearing
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the entire burden of rearing the children lost their services because
they left the farim and went to work in factories as soonit as they were
oll enough to be self-supporting. As a result of this migration there
is a general tendency for older people to more concentrated in rural
areas than in urban. Figures from the Federal Security Agency
sen to beat' out the contention that there is a higher proportion
of old people in rural areas than in urban. According to this Agency,
52 percent. of all those receiving old-ago assistance live in so-called
agricultural counties.

Senator MiakiN. Mr. Chairman, may I ask Mr. Cohen whether
tltose statistics have been put in tile record; that a larger proportions
of old people live in the rural areas than live in the urban areas?

Mr. CojimN. Yes. That has been pit in the record.
Senator MnaaniiN. I nut not talking about the percentage of those

who receive l)ublic assistance; I am talking directly, independent of
public assistance, as to the ages of elderly people living in rural areas
as (list inguislted from urban areas.
Mr. CohN,-. No; that has not been put, in yet.
Setator mii.LlllN. Do you have anything on that I
Mtr. COhIEN. Yes; I believe we have.
Senator MIjLIKI. T'heit, Mr. Chairman, may I ask that that be

put. ilt?
The CInA. uNM,. Yes. I thought it had been put in. That may be

inserted in the record at this point.
(Tite information referred to is as follows:)

Distrihutiori of poptltion oe 65 and orer betirecti rural and tit-bait counties
(1910 r4as8s)

Total United States . ..--------------------------------------- 100.0
l---al counties..........-------------.-. - _----------- - 44.0
Urlai cotittes r.. ---------------------------------------------- 4il. 0

Tiban ouit i tles Inchde fill (tllnthles Ili whhih oiie-lIiilf o' lllO0' ( of the total
|triilltioll iesides ill iniorjrated places w'ith 2,iO or more ilhiabltaInts. All
other cotilles fire rural. These delilthols are ti' seli le itose ulsed ill eoll-
nettl oh with (itoi lie'iolsiy sbittt tltth fil it distrlIbutit of iagefl. ol-aged ftll(]
itii'tvivol'rs Itisuranct' b ielhharhvs tnd old-age ssltaitee recipients between rinllt'
and urban countles.

Ili rurat countless a soiiewhutt higher proportion of the loitlittloii is t'i ind
over thitt Is the ease Iii urban coitles.

'cerntage of population age 65 and orer (1910 eeasmits)
Pore'atf

Total United States ---------------------------------------------- 0.1)

Ifltual ontles ----iitt --------------------------------------------------- 7. 1
Urban counties -------------------------------------------------------- 6. 7

Mr. Mcl)oN.r.11 M1'. (ilirinan, if I Might interpose here, in this
discussion : As I really, when I went over tlese figures lat year, before
I testified on the lous side on this legislation, it wits foitrd that ilt
tite strictly farit areas, on the farnis themselves, this proportion (lid
not. necessarily hold tried of tite whole population. However, tile fig-
fi'es seem to indicate that. its old people became too o1( to fari, the'
moved into villages and small towns, and you did have a very high
proportion in that kind of a community. Ic

Senator T~t-r. Yes. When they say agricultural counties," they
count counties with fairly large towns, I think.
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The CHAIRMAN. About 2,500. Tiat is regarded as agricultural
population.

Mr. McDoNXAi,. Those wir) claim that the agriculturd population
should not receive old-age and survivors benefits do not seen to con-
sider that, already Federal, State, and coont, governments are spend-
ing enormous sums of old-age pensions. F~or example, in four pro-
dominantly agricultural States, around $125,000,000 was spent on old-
age assistance alone. Colorado, in 1949, spent. $40,229,000; Oklahoma
$62,545,000 North Dakota, $4,892,000; and Sout I)akota, $5,483,000.
I selected these States as examples partly because they are 1 ,redonii-
nantly rural and partly because the organiization I represent ias large
mnembersIip in al of them.

We are aware of the contentions tlat. social security for farmers is
administratively impractical and that any way farmers do not desire
old-age or survivors benefits. In regard to* tl ' first contention, I
would like to call the attention of the committee to a study which was
released by the Treasury departmentt on I)ecemuber 1, 194. In this
study, apparently the administrative objections to providing social
security for farmers and farn workers were overcome. 1 ami told that
authorities generally agree that this and other studies indicate that
the bookkeeping obstacles involved in providing social security for
farmers are not too great. Information received from members and
officials of the National Farners Union indicates that at least as far
as the farmers belonging to our organizations are concerned they need
and want social security. I am calling attention to a number of state-
ments which I inserted in the record last year when I appeared on this
legislation before the House Ways and Means Committee on April
14 1949.

senator Mu.ImiN. Could you give us amy enlighitenmemit on why the
House Ways and Means Committee did not extend coverage to farm-
ers? I assume these same arguments were made before the com-
mittee.

Mr. MCDoNALD. Senator Millikin a number of organizations ap-
peared, most of whom, I believe, did not advocate inclusion of farm
people, As I recall, although the Grange has spoken for itself today
the National Orange did not at. that thne advocate the inclusion f
farmers as they did today. I believe, as more information has been
gathered, and as this bill has been more completely considered, there
is a greater number of groups advocating inclusioni of farmers.

Senator MILIAIN. We have had no one appear here-I think I
nim correct, Mr. Chairman-who has opposed the inclusion.

The CHAIRAN. No. That is right.
Senator MILLIKIN. And I was wondering why the House Ways and

Means Committee did not include the cwerage.
Mr. MDoNAW. I am unable to explain that.
Senator MILLiKIN. That would be asking you to read a lot of minds.
Mr. McDoNALD. Finally, I would like to suggest to the conunittee

that we believe strongly that farmers should receive social security
because they help pay for the social-security system at present iii
operation and because we feel that they should receive social-security
benefits as a right and not as charity, Every time a farmer buys a
tractor or any other product which is manufactured or proce,-ed by
workers receuvildg social-security l1enefits he is contributing to the

800



SOCIAL SECURITY REVISION 801

social-security benefits of the worker. As is well known, when tle
iaaiiufact urei' sells a tractor or any other iiliplenient lie adds tile cost
of social seetrity to his other costsland this ill turn is passed on to tile
consumer. We doo not believe any old person should be required to take
a plauper's oath before he receives any benefits.

The evidence seems to indicate that farmers and farm workers are
entitled to old-age and survivors benefits. It seems to us unfair to
exclude them from a program to Which they are making indirect con-
tribuitions and to delny theiiu the right to benefits which they atre rela-
tivelv niore ill need of than any other segment of tile population.
Farmers as a whole, particularly aged and destitute ones, are inarticu-
late. Thev do not have the means of making their desires and needs
known. 'herefore, I sincerely hope that tile memlet-s of this coin-
mittee. even though they maynot have heard directly from farmers,
will give serious consideration to a provision which will extend sur-
vi'or's allo old-age benefits to farmers and farm workers.

The Cmu.m.%l.. Thank you very much, Mr. Mconald.
Mr. 'McI)o-i.m.i. Thiank ,ou, Mr1. Chairman.
The ClimAICAN. We llve one additional witness scheduled this

morning. lie is Mr. Sidney lIollander, president of the Maryland
Pharmaceutical Co.

Have mt seat, Mr. Ilollander.

STATEMENT OF SIDNEY HOLLANDER, PRESIDENT, MARYLAND
PHARMACEUTICAL CO., BALTIMORE, MD.

Mr. IOLL.AND . 'Ihank you, Mr. Chairman.
The CH.IMA.rN. TI'he Maryland lPharmaceutical Co. has its offices

in Baltimore, Md
Mr. IIOLLANDF11. That is right.
Tile CHnIRMAN., All right, sir. We will be very glad to hear you.
Mr. HoII.LA~NDr. Mr. Chairnmn and members of the committee:

My iame is Sidney lIollander and I reside iin Baltimore, Md. I alm
president. of the Mlaryland Pharmaceutical Co., with offices in Balti-
more%. My interest in the purposes and programs of national voliiii-
tary hiealflii and welfare organizations and, more particularly today,
in OASI coverage for their employees, stems from years of l)artic iipa-
tion as a laylnan i their activiies. I am now an officer or niember
of the executive coimnittees of 10 agencies such as the Council of 'Jew-
ishl Federations and Welfare Fuids, tile Community Chests anmd
Councils of America, the Family Service Asqc{ciation of America,
and tlie National Health and IVelfare Retirement. Association.

Since tile passage of the initial act, many social-welfare orgaliza-
tions have been vitally interested in the extension to their employees
of the benefits of old-age and survivors insurance under time Social
Security Act. When the legislation before you was introduced, a
mieetiig of responsible officials of many of these organizations was
called to consider what action they wished to take. The 24 representa-
tives lit that meeting imaninlouisl, agreed to Support those sections
of the pending bill which extend OASI coverage to employees of non-
profit organizations and, further, agreed to seek to exress that view-
pmoinit before tile pertinent committees of Colngre s. 'Phey were very
gratified when, later, the |louse passed II. R. 6000, which incorporated

I"
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tlkose provisions, and have now asked Ine to serve as their spokesman
in urging similar action by this committee and the Senate.

l'rhe organizations which I lin representing today ar, American
Association of Social Workeis, American ,ewtsh Coimmittee, Ameri-
call Social 11yiene Association, Boys' Clubs of America, Camp Fire
Girls, Child W welfaree Ieague of America. Community Chests and
Councils of America. Council of Jewish Federations and Welfare
Funds, Family Service Association of America, (irl Sconts of tite
United States of America, lternat ional Social Sl'vive, National
Board YWCA, National Child L bor Committee, National Council
YMCA, National Federation of Se'ttleutenits, National Jewish \Vel-
fare Board, National Organizatlin for Public Health Nlulsing,
National Ree'reat ion Asso.iat ion, Nat ionai Societv for t itPrevent ion
of Blindness, National 'rravelers Aid Association, National Tlbecum-
lois Association, National Urban League, Salvation Army.

They represent in tile aggregate a meitihelship of over, 10,000,000
pel'solts, wit Ih tells of thousands of paid employees. The scope of their
efforts is national and, ill some cases, international. Thev perform
services which benefit hundreds of communities in every otate. All
are devoted to the purpose of fth ering ltman welfare. Yet, iron-
ically, tile welfare of their paid workers huts always been weighed on
a lesser scale. Despite the public worth of their work, and despite
their generally lower Ia scales, they have never been embraced within
tIm basic svcial-security-structure provided for millions of enlployees
of profit-making business. The nunther of paid emplo-ees estitlted
to be working in tile broad nonprofit field represents all eenlial ald
substantial portion of o0r p0 pltlatiol-I ,000,000 persolns. There are
strong arguments for their itnuclsion.

First, it is eminently unfair that pe'rsos of limited meas-and
elliployees of oltproitt argaltizat ioits generall-" fall within that elte-
gory- should be denied the social security designed particularly forthem.

Second, as long its the question of coverage retiains unsettled those
ml.'solts of limited mteats callot pla for old age and retirement with
intelligence or atssttraice.

Tir d, with tte Federl and private retiretent plans now overi tg
miore than 4U,000W elttphoyed persons ill the United States, nonlprofit
(111g11nizatiolls are ill a- highly &lltfavorlot posit iont front tte stattdpoint
of seeking and holding desirable etIplyes. Efficient a d desirable
persoits are refusing ioncovered emlhplmeint in favor of positions
covered bv social ecurity.
. Fourth, nonprofit o'gnmizat ions atre faced with insurmountable
problems ill respect to retirenemtt of old and faithful employees. It is
dangerous and short-sighted to try to handle these cases'by special
board action and individual retireitent grants.

Fifth, the Federal plati offers mor(, for tile money than any other.
Penling amendments to tht6 Social Security Act 'provide :uch in-
creased benefits for early retirements afid additional benefits for wives
and survivors that, no private plan can compare ill benefits for the
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s,11n1' a1mo011nt of preiilus. Private sills Coultd coot iluie to Collect
premiiois over miid ublove filt Federa leuieitnsand so 1:ovide
liedetl mdditioild ht'netits. This 1 rttionl lils spiend widely Sinceo
I lie Socil SecurlityN Act Wva eIItI

Sixth. there is Ictuaillyv no baouid social 'curity Ilider private re-
tireitiit 11111is let-nose t ht're is littlec or noit) vaifrhe overllgt' if
eiiiployt't' chiluige froml wet'filre work to linotlitr type of oculpaItionl.
Few iuoiijpiofessiolull workers i-elii in micliigedf Vilplovnin utkl liil
retiingl" igt'. mayrofessionmil wvorke'rs do not. Without tilt Coll-
tilu ing. proec ion t o-ed by F'ederal] sociall sVecuritv. ni111n1 of these

zurimslist fact' tlet future with uIlict'rtiilty rlltht'r tini asurace
Seuiator. Nii..iRi. I suggest thalt yolu 111-o' eiiiplmasizing ouit' of thlt

wt'aknt'esst's of 01-1 ivt'-t'iso plans. Unless it manil stalys wvithi 1i
COMiMIliy ('0- Ik W 10o l'if .. Ilet 1u1iV finld 16iniseif without th~e bent'tits
of tilit taut icuthir comnpliuuy pens'ionI phln.

Mr. I lomANDIAiou. Tl'ht us, qulitet' rue. Anld if lit l'' tlIt'wiol
field of social s'euritv aint goe'S into0 Soru' otIIer feld, lit' l1St' whalt
lit'lihas iretly put inl. Andtil it greaIt manIly of thlt, privnt' Coin-
bmive, as, I kilow to mvIN regret. t hey (lot t evemcar froml omit' social]
atil'it-c to aluot htr. 1? at social worker is working 'iii otitl Stalte Inid
inlovt's to at social uisxt'ncv inl auiotluer. thatt is tiut elld of Ilis bellit'.

St'veiitli. iiiedilite stepq tt) secure covt'agt areV Ilrgt'it bt''auiSt
wvOrk'rs, equit ies airet' avt'ustly tiffeteti by post poneimenut of covt'raos.
T1iie, longer thle post poneielli tilet ltiiiger an1 eI)mplo mnuIist euaI0.11
tit work iii order to st'cure teiietits. 'het risk of nev'r securig bene-
fits is iiicrenst'd.

Senaltor Mtum ,m. 'May I alsk yolt Is there any object ionl. ill thlt
field thalt youl are tnlkiiig1 ab1ouit, to inlclusiomi?

Mr. I IoiLAN.R. I 111\'V healrd 11o1t0 it aill. I ])ave ht'artl fliuit tlhere
aveA ii nuo11hei- of agencit's thalt I hatve spoken to in% tldition to this
list.

St'iiator "M11,11-11. Wte hayt' religious Ilgt'ieit' whiereth lerte is sonlit'
quest ion, btit I did iiot iiot ice offiliaid t hIt ally of ( lie' orgliiiizaitionls

tlt you rt'Irest'iite liat least dlirec-tly tout-lu up)on thatt poiiit of oh-
ject ionl.

N1m'. Ioi..ANuwn. 'NO, t1itre bins1 b~een nto objec-tionl.
FEighthl, Ilollprofit ligt'ncie cliln.1t logically colt hint' to io'go "Itch

socially desirable mnt'sures for citiyloyeeS in ~g.n~itrl anti refutst like'
prot ect ion for their owi iell loyvcs.

Ninith, it is a1etral couict'dd fati thut buisiuiesses rt'flt'ct tile costs
of sociail-securityv taxat ion inl their PrICIeS Woi costs of services. T1hius
ellployees of nonprofit organlizationls. as ilivitlial taixpaIvers aiid
consum~xers, foot a portion of tilt' bill without, tlie' coiipels.1tiiig set'ti-

'ity enijoyed by millions of tht'ir fellow citizens.
'1'lest 'aire cleanr anti inipellinig reasons for the t'xttsionl of OASI

beitfits to these workers. They becoiie i110rt0 itoipellitig inl tite light
of thle gelierall emnhorseulitent of theml by uiolii)rofit organliza.tions. aicroS
tleitd. As y-oi kniow. 'iMr. Chairmatn, unitil the introduction of thle
bill now before you theatre was$ grat Concern expressed ill sonlic quint'-
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ters Ond tit(% covernwi of 11oliprolit omplo-yeivi 1111der tilk, Swint sm-11-

rity ket miglIC illipikir tlkk% (lix-exempt stittliq of tllill* 011glikkiziltiolls.
'1'6i, orglilliziltiolis for whiell I tim slivikkilig. likt% till othem stroilgly
dosive tho mithitemmet, of thitt sttitum. Althoiwllk the, bill b4ortity!)II
govs 'less (Ill. Omll somo orglillizilt iolls (VO it 8 tollid till slipper its
provisions for covorilgo of 11oliprolit elliplovivs its lilt, I)t\;t vollulloll
(It'llonk i I lilt (11, for tilt, sollitioll (if t1wir p I-oblvilm Thm. klvgt t1w plis.
Sligo of theso provisions ill tho holief that, tilt) v4plityof sovitil svell-
ritv dvili'llds ill lilvp metkstirt, 111)(111 its oppliviltioll to till Ow livoldt'.

'1110 CIIAIRMAN. Aro Owtv imy (Imstimist
ThIlikk voit N-m-N, timeh for vour uputlitrimce.
All'. 11106ANDVA: yolt, All'. ( littil,1111111.
That CHAIRMAN 11111t V0111111PIP.,; tho Valli of tho witlit";st's for (lit)

1,110 vollullittep will lvve. :.s 1111fil 10 it. lit., tolliol-row 11101111ill
(Thel-Ampoll, lit 12: 10 1). im, till, coillillittek) Iveossed 1111til, INminw.

(illb Potirlinvy 8, 19'No, lit to it. lit.)
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WEDN4*SDAY, FEBRUARY 8. 1050t

U N1'IVi ON IOINA',
('t 11'a tiN l ns N ) V.~'5

''lit cominnit tee a10t at I0 it. Inl., 11118111111t to r'k&At, Ill rotom 3W.P
'Senate v 0t11vo l11ai I ing, st'itor Wlter F. 0v l-o ellya iruianvi) pre'-
siding.

P'.it.Sentors (leorgo (iliairii) ,lolillsoii of (ttlwado , Tias,
I loov, Kerr, Mill 1ki, l1it ir, and htart in.

Also limtseltt :Mi-s. 1l4IIiitaln' It I. Springer, at lug chief clerk, and
F. , Fatiri, L~egislativye ltefetie service, Libralry of &oget

'1110 ('tAnRMA.N. '110 ('0O1itti&'t Will V0om1 to 0111ler.
All-. ('ar0 1I. 'littersf

STATEMENT OF CARL H. CHATTERS, EXECUTIVE DIRECTOR,
AMERICAN MUNICIPAL ASSOCIATION, CHICAGO, ILL

4111. ('iTIxTIM'~. 40enator (lPorgo and 11em1bers of thlt pinanlcom-e~n
inittee, I ropIrosettt the Americau Mlutticilutl Associtionl, as its exea-
tire iriector. 'Ilht associti on is it federat ioul of sttte leagnes of cit ies

wich-1 torlt her federalte ahiontltI cit35 viips. 1I11 at appttatilig mn Sill-
1po1t of I it. ILtl~)sbtu al as it. stands WithI sonte slight. elnaug.

'l110 (',iuAINMrN. We will ho vry gladt to hevar from vn
All. (NuArrnns. I wonlid like to say just, a1 wvord 11ont tho reasons

Why We support 11. It. tittil. 1 canl aslsure you thtat I will filuish inlIll
minutes tid t1oe theostttemlent. whichl I have for tht record.

'l'he ('IiRMitt.N. Weh shll he pleasedl to have voll do qo, Mrl. Chat ters,
Mr. ('uxrrsns. 'Ilhert aro approxmately 4,600),000i State and local

enpoteof W~homt erhapst 1,500),000~t are nu1der nto local or Statev iIN-
tirement s.yStent. Pe,1)'rap ther-0 are that. mafiln MOrM among thos,8

Who a1re in someo ret ireml ent. system PilWho have, no old-age aind survivors
istuce; or not survivors4 isurancve, whicht is cenipatabdle to the snr-

vivors itiraee under thet oid-ago and survivors insnrtme l1trtwisionis
of the Fevderal Socil Sovnrity ket. And ptorlitipst too a ast t wo.
thirds of the people who art' nlow etltloved by city -goverminn'nts Will
not stay through nut il their t ime of rt4 iremnent. And so, even if it
city has1 at rtA'ttrollnet p1ln, those. pteople who stay for anly extendedd

(n'riod with a% citv accrue no rights nuder the Soci~tl Secnrity Act, nor
do they accrne M~IN other retirement henlefit. so there will heP at erv

l1kag nunuher)01 Of p611)10 Ipreseit ly employed hyv cit it's, evenl thloseo cit it ,t
witil reQtiremenk~t 1)1111'., Who will' not stay; until t hey get thet henetit of
those ret iremnent. plaits. nor will they, t thel saute tlunt he 111n1lig ulp
amty credits uuidet' thet Social Seciiy Act. 'lhis leaves m1anly of th ose
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wilt) are under present retirement systems without any old-age andi
Survivors ilisulralne.
This is soiimewlat contrary to the expressed views of tile Social

Security Board that there ought to he universal coverage under the
socitil security plu.

Tile small )laCes generally have no retirement plans for their em-
plovees, except ll thoe States which have State-wide' retirellivent
plaits, 1tnd if the need is greater in sem places than in others it is ill
the snmill communities, which have no retirement plans of their own
anl c111 hop to have Ioilo, amid where there is Ino State retir'emllit.
1)1hi into which employees cal come' as members.

The(re mit' even somit of the very hirgest cit ies where Ito employees
except tilt policemen'l amid firelmn have at ret iremtent phil. FV.enl
cities of thel size of St. Louis and Kanisas City, Mo., hatve ret iremenit
plans only for their policemen amid firemen; which is rat her a sur-
prise. 11ith the very large mnumiber of employees they have, only
the policemen an( fir emen are in their retirement plats. There are
some other large cities with similar conditions.

You also have to face tIho problem of tile municipal employees who
transfer front one city to another or transfer from pmblic enploy-
imient to private eml oymvent, and who, during the course of these
transfers, accrue no benefits under tile Social Security Act.

What I am saying is that, it seems it miight ho wise, if all of the
parties at interest, were agreeable, to have social security available
as basic protection for all employees, or as a supplement to tie retire-
ment plans where the benefits are small or where the workers are not
sure to stay in their present employment until their time of retirement.
Wat we are after really is three things. We are after coverage

of the people who are excluded from the benefits of present. plans
aid who have ito coverage under present local or State retirement
plans. The second thing we are after is survivorship protections,
which is not found in iany local plais. Aid the third thing we are
after is conthillitv of covet:age. All of those are expressed objectives
of the Social Sec',rity Board.

There are some minor changes, ald otte major change, that we
think are needed. II. R. 6000, as it now stands, is generally acceptable.
But it does provide that all of the coverage mnuft be through agree-
ments between the States amd the Social Secmrity Board. There are
so matty open questions tlider stich an arrangement that we would
like to see direct coverage between muniipalities and the Social Se-
curity Board.

Now, we realize that there art some objections to that. I think
the chief objection that has beenl raised is the fact that there wotilh
be a great number of separate contracts.

It. has been said that there are 155,000 local units of government
i the cotntry. But about 110,0)0 of those are school districts. MoNt
of those arecovered under State retirement, plans. There are only
about 15,000 incorporated municipalities, some of which atre already
unler retirement plans aml would not, ulder an conditions wanlit
to come in iuder (he Social Security Act. My vildest. guess is that
25,000 contracts would be made. MAy reasotuible guess is thiat no n1ore
than 5,000 would be made.. Now, with 2 500,000 contracts now'in existence between the Social
Security Boa1r and private employers, I fail to see why the addition
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of somewhere between 5,000 aid 25,000 contracts provides any basic
objection to direct, coverage between nunicipalities and the*Soicd
Security Board. 'Tho number of Zuestiosn unanswered is simply too
great fori us to le able to give en orsellent to the p12an1 for Coverage
through the States its proposed in II11. It. 6100).

Of Coure, wo wouh[ nueh rather have tile Social securit y Act avail-
able through State Contracts than not to have it availnblh alt all; but
we feel that it will be niore continuous, that it. will be used at. all
earlier date, annd that it will be more satisfactory over ia long period,
if direct, agreements Call be made. l

We would like to see most of the olher parts of the bill retained as
they are. T he 1iiOSt eont nroversial Iprt will be the part which perilits
jienlbt'a's of the present retirement plans to come ullnder the "cope of
the Social Security Act. if two-thirds of the members of the retirement
plan vote to (10 so.

There are those here today, I know, who are going to testify that
the members of present plmus ought to be excluded eltegoricalIv, so
that. they never can lie brought withinn the seope of ilte act. Their
feeling is that if social security is available to the Illelller's of present
systems, then eventually social-securit benefits will replace their pres-
ent, systems. I don't ;retend to speak for them. They are here, and
they aire probably testifying against the point of view which I myself
wold hold on it. You have to consider whether or not smch all
arrangement. is eqllitable to those who will transfer front public ei-
l)loynieit to private employment, who will transfer liet ween inUnici-
ialities, and the vety large number of people who will accrue Iid Ieuie-

lits either under social securit y, or any local ret irement system.
I ann not going to argue the point. It is one of the critical points in

the bill as written.
Senator MiI.IIKIN. Do _yon believe that a system could 11e evolved

whereby we could maintain the integrity anld the iiidividuality of
these dIfferent systems, and it the Slile time, provide a uiethod for
giving coverage as a niin ioves in or out of that system i

Mr. ('iTATMrus. Yes, I think so. It nIight lip Ieixo complicated thllan
the Federal (loverlment would waint to adiiiinister. I think yoll
would have to get teehnical testimony on that. 'l'here is it systeiii, and
I reconnended such a system last year and have it. also it; the testi-
mony I am sulinitting: unaily, thit those who are exelided for iny
reason, either because the neiveihierS of tile present. "'Stem vote to ex-
clude theia or became of mliy other reason-there are trainsfersz ill and
out of public enploynent--'I think those people should he entitled to
ise something eaimpauraible to the stanllp ptan, where they caln lav for
their own benefits or can pay their oinoey soi other wa, and t herfore
c(nt inue their coverage.

It is not right for a man to work in private employment for 10 years,
o to work for t city for 3 or 4 years, and then leave the city aind eomiiO
lack Into private employmp nt, i11d meanwhile fail to aucerue aiiy bene-
fits; or even wor, o yet to work for 15 years andl accrue social-seurity
bellelits, 1ind then lerhlil S, when lie is ol, go to work for a city anid
acerue no benefits. And then there are the people who work season-
ally, maybe 6 months in a year, and they fail to have any contimiity of
coverage.

I think a system could be worked out. I think your own staff would
have to give you the details of it. It is complicated; it would be more
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difficult than te ordinary coverage, but I think it would be possible-to do it.
Senator MmLLIiN. Just off the cuff. and tentatively, I can see no

point in forcing this present system, an existing systelit which pleases
the members; but that in-and-out. please of the thing is Very iUllporttalt,
and I am curious as to whether a system could be worked out whereby
when a nian ioves out of hat coverage lie would move into another,
and vice versa. •

Mr. ClIvA-rrMs. I think it. can be done. It would be more comupli-
cated than the ordinary coverage, but I think it is fair: because if you
do not, you will continue to have several million workers who vill
ultimnatey be uncovered under the act.. And if you covered every
other group except State aid local eliployees, you still would fail to)
cover il)roerly several million people who wold be floating in an(
out, of public employment. And I think that ieeds to be covered in
the act. If that can be done it is not too bad if the people who aire
in present systems want. to be excluded. But I think we should not
penalize those who float in and out, solely to l)rotect those who tre in
a retirement system at present. and want to l)rotect their rights in those
systenis.

Senator MLudiaN. And vice versas we should not hserinlihate
against those who tire in a system for the benefit of the in-and-out.

Mr. CAVriT'sas. I agree.
Senator Kviti. Would you make a general statenfent to tie comamit-

teo which would describe the situation of those now in the organizt-
tional coverage to which you referred, whether it is teacher retirement
or police or firemen retirenmnt, or mnunicipal eliployecs retirement,
that would let its know whether or not they develop a fixed right ini
those programs? Is it the fact. that after 5 years, w-lien they left, they
would have a vested right which would acc ue to them tlp)ol reachitig
a certain age? Or, ini the main, do they lose whatever they have there
wheni they leave those etmploymnents?

Mr. Cmvrrns. Senator, I cami answer that question ill ptrt. There
are others here who can answer it perlitips more fully tlhani I can. But
in general you have to be employed for a lotng period of time to get a
vested right in the local or State retirement system. Certainlly as far
as I kiow under no local system would you have any vested rights
until you had been there 10 years. And ti more nornml period would
be 20 to 25 years before you would get a vested right in your ownm
contributions and the contributions of the etuployer, so that you would
have built up a retirement allowance which you could draw after you
retired or at the retirement age.

Senator KERR. Wherever you went, and whatever employment you
may later be engaged in?

Mr. CJIA-ERs. That is right. But you have to stay a very long
period of time.

Senator KFmI. Do you think it would be practical, if this bill even-
tually comes out with that feature of it, that is, without the provision
compelling the inclusion of those progtanms which are now set iul), to
have a provision in it that, would fix it so that as an alternative when
a person left one of those classifications of enmploynient, before secur-
ing that vested right whatever lie did lhve could be transferred their to
tist ' ogr nm il tle event, lie left such emlploynient aid went into one
wineii was covered by this act.?
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Mr. CIiTrr+nis. I think it. is possible, but it would be extremely
compl icated.

Senator K nI . Suppose lie had been making a colitributioli there for
Syea Its ai policeman or as a teacher. He leaves it and goes into

private eml)loymenit. lie has secured no vested right. But lie does
hive tihe privihlee of taking froni that fund what he may have con-
t ribilted 1111d putting it into this program, in 'iew of the fact. that lie
then goes into an eml)loyment that is covered here.

Mr. C.m'ruEls. I thi11c the answer to that, would be "Yes." And
that would be simple. But to move back from social security to tile
public retirement system, of which lie has been In member previously, or
to some other system, 'would be extremely difficult if not impossible.

The ('t. m.MA\.'. Let Ine see if I get you. I)o you think that. would
be a siml)le answer: That one who is tiuder a Site retirement systemli
or a miutinicipal retirement syst em, but without having secured any
vested rights under that system. could take out his contributions and
put it into social security, t'he Federal social security, when lie entered
covered employment ?

Mr. ('ni'li'k:as. Yes: provide d the Federal act would permit it.
The (1.m. r.x. Whull it not depend ul1 tlie system that was

set. 1lj) by the State, the county, and the IIImicipality: Would it not
deeil 11o10 t lie terms of that system .

Mr. (1 i.vrm's. Oh, entirely. 'Eltirely,sir. Their rules would hivo
to be changed.

The CHIr .r.AN. Yes. Now, if you are going to compel themi to do
it, that is tantamount to saying. that the Federal governmentt will
enter this field and exclude till these other private systems, is it not.?

Mr. ('Ivvr:las. I did not say I wanted to compel theml to (10 it. I
was trying to answer the Senator's question.

T'he('tt.ur..N. Well, if it would coiiipel them to refund to every
personn who enters this system but who has not secured permanent or

vested rights, is that miot talitatnount to saving the Federal Govern-
meunt, having entered this field, will do so io the exclusion of all the
State and municipal systems?

Mr. Ctmrmrfas. No: I dohit think that follows at all. At the present
time most of the members who leave a retirement plan receive, a re-
fund of their own contribltions with interest. Under existing laws
nIearly' every State or local retirement system pays back to the member
his own coitributions, butt not the emllover's contribution. if lie leaves
before ]h has a vested interest or before'lie reaches retirement age.

The (i CAIMAN. Well, if that is trute, of course they can (10 as they
please with it,; but Senator Kerr's question, I thought, was broad
enough to cover a situation where the State retirement system did not
providee for a refund, say, until after 10 years of service, or after 15,

and the employee, whether teacher, policelnaul, or what not, left at, the
enld of 6 years. How could lie get. any' refund there, uiless the Fed-
eral Government is going to say, "We ,preemptp this whole field."
And that certainly implies the power to outlaw, does it. not, to nullify,
all State systems; all municipal systems?

Mr. Ci(mrrms. No, sit,': I don't ihink that follows at, all.
Seiator K.RR. Let me make this little statement, there: There seems

to be doubt in the minds of tuany, and Op)osition in the nilnds of many,
to the enactment. of it Federal law that would com pel the transfer of
all the pieseit retirement systems to the one agency ricre. So my ques-
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tion was with a view to probing the possihilities of alternatives, 11a1(l
!1s to a part of tIle act which would be written on a basis not supersed-
Ing the feld, or not, preemptling the field, or not. Compelling eut race,
ald fixing it. tis an alternative that alny State or munmicipality could
maintain its present system, hut with the provision that in doing so
they undertook to protect those that were covered by it ill the event
of their prematurely leaving it to go into sonie field of emlplovnet
that. wold he covered by, the nuitional act, and thenl giving t hat ei-
ployee thatt right to tako'with hint from t system which had I Ibeell held
intact. nider t6e provisions of the ot tind permitted to cont itnie under
the provisions ofthe act hut. protecting the employee by pernitting
hinm to tako with him in the event that he left it. such benefit. as hi
may have developed, but not o11 to which lie hud secured a vested
right, and moving it over, us a begintitig, in tie Federal security
system.

Mr. CHAWrrs. That is wht 111tndlerstood y'our question to be.
11nt. let, me say first, in answer to the first* part of your statement,

that there is nothing in 11. R. 6000 tis it. stands that, would abolish any
lttitt or local retirement system as it now exists. There is a lot of
loose talk that it. would.

Senator Kram. What, if the percentage of those covered by it. so
elected?

Mr. Ciimrrirs. If two-thirds of the niebers voting on tie pro.
postal elected either to take social security in place of what they have
or as a supplemet to wlat they have, th~ev coid do so linder 0h0 act,
hilt there Ino coipitlsiot ill any wiy to tihlishi any system that is now
in existence.

Senator KmtRr. Suppose two-thirds of themti voted to do that. Would
they not then be in effect abolishing tie right of the other one-third f

Mr. C( rrMRs. If two-thirds voted to cone in?' Yes.
Senator Ksn. Does that, not bring theit all in't
Mr. CHA'rrMsn. Ceirtttily. Suppose two-thirds vote to stay out.

Then the other third are out, too. The ittinority always suffers, no
matter witt you do.

Senator MTifim1i. But the minority does not stiffer where con-
tractual right is concerned. Make it 91) percent. Have 99 percent of
any organization the right to affect. y'ur individutil vested contract
righttsf

Mr. CI'rmrs. Yes; under the Bankruptcy Act they have. Under
77 (b) of the Bankruptcy Act they have the right.

Senator MILI1KIN. I') pe IVO aro not going into a colifesion of
bankruptcy here. This is supposed to be it very progressive, forward-
looking thing.

Mr. CHIATr.RS. That is right.
Senator MimtKIN. If I may suggest, in the bankruptcy action the

validity of the contract has already been impaired by the facts.
Therefore yon deal with the facts as .ou find then. Youdo not start
out on the theory that you breach sound contracts. Your imr)oso
there is a healing operation as to contracts that are already worthless
or seriously impaired.

Mr. CiiAMRs8. Well, the Senator has asked me if it is possible-
Senator Krmn. Reasonably possible.
Mr. (11aT'r8s, Reasonably possible to work out a l)lin whereundor,

*a to the members of present retirement plains who do not get a vested
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interest in their payitents and leave tile employment after they have
paid in for a nunther of year, it. would be, practical to transfer those
payments to tile Social Security Board, so that they would work up
coverage under tip Federal Social Security Act, the same as if they
had been uAnider it while they were in liblie employment elsewhere.
lat is the (11est101.
settator Ki mit. Yes, sir.
Mr. CiiArurs. My answer, again, is that you would probably have

to amend the charter or the law covering tile existing system, which
could pay the mone, then, over to the Social SeN'uIritv Aitinistration
if the federal Soci'al Securitv Act aut horized it. And I think that
Would not he too dillicult. T'e ditlicultv would come when tile person,
went back, if he did, from private employmttent into tile public retire-
nient system and wanted to return to it and take bacl his social-
security contributions into tile wivate system. For that reason I
think tile plan is not feasible. fiecause fil one direction tile road is
easy; tle road back sents to tue to he almost impossible.

'The ClIA11.11.N. All right, sir, you lnay proceed.
Mr. Ci.vrrss. 'I'he scope of the act. the extent of tIle coverage, must

he extended, for this silulple reason : That tilted people wlo are excluded
must, pay Federal taxes. But they receive no benefits inder the act.
E, ven under tie present inaxitnunt pay'ments, a person would have to
save ten to twelve thousand dollars to "purchltase tihe kind of an annuity
which he can get front social security. And therefore those people
who are excluded are penalized to tle extent of ten or twelve thon-
sand dollars. The person of middle incolne nlay save that amont in
all his life, if he is lucky. And yet if he is excluded front tilt% act it
would take all of that to buy the sanle annuity which somebody gets
under social security with a 'ery small payment. And in Illy thining
that, is the best, argument for extendingthe coverage mudr tile act-
Because it is so unfair to tile people vlo are outside aud Who nuist take
thlt equivalent of their life, savings to buy what, somebody else gets
for i vety sitall suiti of moltey.

Now, there is just one other thing. I would like to file with you, in
addition to mv statement. copies of letters front a large nuntber of
cities and imieiahities. stating their opinions on inclusion rider the
act. It shows that people wvho are not in are anxious to ret in, and
some of those who have mild coverage or to coverage tre aso atxiols
to get in. I would like to file those in addition to my statement.

'le CmAl.IMN. Yes. You 1ttay file then With the clerk. Your pre-
pared statement, will be iserted mu the record at. this point.

(The prepared statement of Mr. Chatters is as follows:)

STATIFWENT OF CART. I1. CIHATER. Exyvrr ITV. DirUx"Ros, AMUrImAN MUNICIPAL
As4oc.iATioN, RV IEXTFNSION ,O SOcIAL SEV'URITY TO MUNIt'AI. EMPL.OYVM,8 (i. it.
00w)

The American Mitmielipl Assocition, which federates through Its State or-
gattizatims s emte 10,35)nutnicllpal governments, heartily endorses tnl strongly
urges the pIassatge of Ii. 11. 0x) insofar as it extends ol-age atit stirvivors in-
surance to public employees. The present bill (11. It. tXi)M ) is consistelit with
antd habs it modlitled to meet the stugstions of this association with two
exceptions noted below. However, some testimony will he inserted about certain
features deletet'froin I1. It. 2893 (1st seas.) beci use pressures miy be exerted
to restore them In this legislation.

The following sumnmarizes my comments about H. R. 0000:

811
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1, Title 1. sectio 1aut ftO alls taiit ke clarI'ia wvlatler or tnat it tiittilela'ilty litai
atltlltig it) siay lilt tilit% extenbsai obf coiveageitgt t s itllpilaaya'ts tot Whtheri'
te State. ailaita illl imiako stint at aletriltia tita. T1his aIs tiat wt'iikst part1 of

till iIIIal list lie elaa'tlt'.
2. Mailticiialt tas sI aitla het jiilit Iteal to co tral t allre''tly fori ilaliga 111ial sill.-

ioaaas Inasuanc a nd' ata should 110t 1ha' I't'qtil14 't'alt ('ia'iial aill i1 81111 'tbitWl Itus
t hey watlld tiaide'i It. It. WIN)t. Th'its Is Jitlat Iv'ulit 'ly trait' sliv a tiatllailtil aof

tIlida'i' such iat 81iitt' ct'aracat. frot' tiltt tu 11ti -Ibiilpiat tlnlt In tlt' O.%N1 paiagritill.
Moriie timt 2,50tt11,0) emlotiayeris flow~ la'tpitt tao tlti 8ata'itit seiilt y l1a1i1 tat. I i1la't
lga'a'a'leaits WilIth illt'lliillltlaS Walitalltid a0t1ly 1 IWlat'it tob t ilttiiila'

t'' ra.'taii'lat sytaill vti iii. till thet tibia1o ItI II-vt aa~ t he~ li'I itislati air tiia tIIa'tilat'ara
lit tita OA%.'% pro'gr'iam. Urit'it lil'tssurte w~ill lit' tiri'aiidit it, titir tab aliasa t is latilt-
ablit doaiar atad ttttkt It ttttiaaislt fair tbt'tst'tt taeitattttas oif laiy 1i1i1ilit' ta't aa'iiii
syst' to ta tatikaet Ito the suta'iI-ill't'Ity syst'itl. S.110alil iii 'tt'rtt lut11st tat, tiali'
sllar''a abgiaist thet biiackgroiiiun of tlt' alstralitlt y afir tta'saI t-aiv't'aga' tttial

Itastivantiv. rherefo'tare, coea eit I ttaili't the' O 8 liriaistaits air tilt' Moaal Sva'aIil
1Act sliabilal Ilt 1tyittitIlis itt i sttlilettttait tao bl'itlits laiw aife'tt'ea Ilv stillt a ndaa

IS. Ile'it'ltsunde tiat'Ilit' t).1.8 lialzt'ram miighit tnot to lit' Itiea't~st' fair tilt grt'aaps
tilrnthy acovereada mtitl til'he a'iaaIll4 tat It'e lict ilae a'xtaitla' tao groailis tiait

ext'tttt. Totto'iut Increh'aed tihl iset'a's11 iitil a~ilitait5tt taoseai \ It litie ht tilt

atanv fraoi 0.1 laa auti litl.
6I. 'Tere It tia'ta taot OAK.1. litait'ltm tia lit' aextaenadedi tao li11taa.aihlata

ItI thltiaiild-Aa tittimall coattatillt lts tialeif' tat e lit' litlaiya'a' taitla'iiat Iie thet Soall
Securality Act tnat illaeri iany Stite aoa loalt a''tIatie itt systaemi. Iat itity liar'ge
vt'lts aitily titilla'taiitatt 1ttia lia'eiit Ittat.e t'al lait'it lants. 'iTwo tat th ltawa'tit3
lutrga'st Unaited Slta'es vit Its haive' t''lltiittit ptiaitast oa n ttly fort tit'tlt aaifraiiatt
aaervta't'..

7. Saomea large' gt'tiii-A oft taitattlpal emloaye'es ialrady membeatars ai bf ' i't'tita'tt
uSystemas oapposuet lit' extentsion tat 0A..8t toab l pei ltrsonl whoa Is ialtaday 1iatitember
taf anyi hlt'e tat loalt '' rlt'a'ttitt l111lit) tiab atnhl t ho lw 1atiaaa'aiatitt' that hate tta lily

lat tilt% latage't palaces w~imtt tlt, 0.\,%'% liaaitls.
8. l't'tuiats whio gao 111 11111l ablt tat attit' empaloya nttitl. air tromiti e a uti' ilt' boaday

tab antitiher'. otr frtm'ai itt l e tao jille ' I taitlaiyalaatat. aiiay vaistly t'il 1tlb Withi tubl
aihaigt' prtetion ituatt eithe IaO'(A81 ort it plial'a' rlla''iit systtema, TIha slalftIing
oft 111t11111t. emlotyees'u baetetn jmatllt lai ida ttratm platla tab pivate' emploaaymttt'
tat at compeliaaling utrgiatat'at tfor tttltI'esial t'tuttagt'.

1). Accordinlltgly. 111. It. (101)0 shabilali hat'tita'atl aor valilt'a tab accomipitsht that
followingg

( b) Mtika' tinit that acah tttttttla.'j llty aeies fait Itse'lf whlIliar tat' tnot It
wvhahem' tai coeat ttndaer thea (1.1.1 pris'ionla~s " tlltat It. tilt' State shull att Illak' Meia

It9 Matke It liat'alat' ttr parefterreda griabija ttialat prtestent systems tab exaemt
theettt esa tromt Ita'ibrauel exsttent'tsi ait t)A81

(di) Milikeb e'artat lbat OANSI1, hi aillahitus saijlt'ttii e ty prtetttion air hatita

1a4 a'x'lttleat beaseittt 1is Statta' alass noat tttike it ctacta laa't'atist' has taiatatt'Iitlity

mntt'aalar voatas toa stlly (lilt. anty stah empthltoyeea shioutlaliha tilt tat coaitlia'ltt'it
Ibnrtlelbit eltliar (tit that' Isla offaeed empihlotyees att ntpijlit voarlaarnilat tat bty
tase of tlea Ittfitiaj 11ah1ti.

1t). Slutae tlte thillil Mottes Governtmenii'at hias givent (lAS! pitota'tttIt tat sat
ittitaty piersons, tno litrge groupi~ tat tautaltal t'ttjlatyttit antd ntt altgle emptloyeea
wh'lo wtuulta' OAS[ praot'ctiona, taltila lk% excltudeda fraota It. W~hitt is liv~allatlilt
anda dtlr'tabla tair tmiore thiian aneaalfit tt het wortkers tat tiel'titeati Stateas sliaatlll
ntot ble ilthldt ft'omt atny sinletla worker who woulet It.



Nvatly *st44.vntiilltyt4,s tf St alt' iti total gotiltitit at tits art' t'\eilded

Itital g overi'vii'i iagttl t a rt, Itiilin'iti to rt'tuieiil0 systetims. Holtwe'ver. cvt'-

crap lit 411 tittl ag aitlsivin'is li'u't i(i hy l' men tutiers. a itheIliiII irt'y a it' wI Ill ti

'tlie'iv ilili'ti is ge nalitlit illo tiltu I cuso it f atitt ittil e It' pIt yees 11114 tuu he

'I otitat Sigt'tiey A0.I it agrttil'iol s livet sotme i liii' eit'i of (rtt'iit ttemeill Sysi
ttl~esii anltm litthetti Itt1ore hi'110jl ttiiliit lki' gitt'itis. W aeepoe h

tilt i l v a i ut It- alIt is t liii'vel t:tili we hav stigttr lt- I. pittitin uu of at wu't''iiatge

t(if ii11i 110i 11 Wilsli'ilts io rlt'k 'liig ii'val n' 1111itii0-tt 1 ttistllilols I itl -a i lati mat
iii14 il lage ofii I dtiti'in-I li 'ru iit'u'li t' 111t tluttls ip Iii'a rii Iiig'iiti 111111101111tiis
wantoruitt't dsu vivorsiii hni'a-ult' fotr tiulat t'lutyrs ntilt I li' l-ttat wiling

iall tto tit 11 11. ti lrit' litt ita irg al Iut iut'u ilsttl iy itts i'iut t't't i t niiuniht tl itlit
T'tt.pu't'u 11 hv l t. I ltil' i'ftr' tt'iiv4,11 tiuausiu'tildinatIf tuhiu Itii 6 t04411 I itils

11t Itliii sige l l tltuas o fiu t i i lulp at tt rovI det lit' O I itill-. ilf l e milii tlii'i

Itivs nit a ii It'i ftisct' l' ii rVSI't it'su it ttl itu1 un11. a 81111 tti y'' M-111Iinitt'u
iittt' Itl' t'titit i litI t (t it' t 1-114t v wnti ittitt l e el oriev int rlt I t 1111 111att

itse ItttillI u trovi sit tttob v ituutt' tit n (A t iittit 1ft,81 tilt tuui'utt'rt't

atty kvll ( 'tlit ' t, a td I tklea (lvrlit'itntrt ig agt'i'y witI Itr 411, t1 a411%1 tl' itl l s't ti

1111t lnt I'vt'it says T heuu 811ii 11V iiutluut li t- t'tiiat's4N I0 is11111 reportsi lit wft' t'nu lttui
ilvkt's sl itut s b ttt-tlit ut litt ' l t it h g i it ml t't It S ilt' tilt teeal tiov-

ornltt'tits iTis Imtie tit kiyItut' (tiSlalt rixntl tllit ISup'loolit til t palitits Iltn'

olxrte stii .it' tilly (igi titit tir lvou-s ii priatn'tml er andihi t'tt'Pyettitali iov
(ti'egat im i.i1 liea litt tt' nsa t't~ivt'rig Ilit' i-t'1111 e tt 1111art teif lti Attelsiit Ciittu'h
ttStittuo~i rteltion p ltot vica 11. le.ittt'

-'ii T hash' hitttil] theretfoirtel b I lit tutwee rllu ny utuli ittani'ou system
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income from work. ''he cliaritcter of onte's occullation should not force one
to rely for basic protection on public assistate rather than itisuranco'."

In reconlllnending the extenislon of oll-age and stlrvivors inisuranet' provisions
to State and local employees, the Advisory Coucil goes on to say:

"Altost hialf the total nuntber of State and local eailtloyees are not covered
tinder any retirentent systems, antd of' those who are covered. probably about
four-fiftlhs lack adequate survivorshilp lirotectlon. Tie need of this groulj
for ilt, plrotection of the old-age anild survivors isiran-e irog-ali Is clear."

In its several annital reports the-Sowil Seeurity lloard Is re-ommended
that pullede elpllloyees, Including Federal, State, and iniunleilpl employee '' ie
Included it the coverage of the Social Secnrity Act. For Instanet, In Its Sixth
Annual Report (1941), the Social Security hoard observed :

"Coverage tinder the old-age and survivors Insuractte system is leedel by nillny
groups which usually are coni ered ias hlvilng protection untler other progrllns,
Suleh 1I5 etllployees of the Federal iovernm'ent atd o Stoate antd local govern-
naen s. Froqueutly these other iuro;rains fall to provide protection for sin.
vivors. ordinarily they do not cover all lultle ellito. es. anid ri-ely do tley
provhle imeans for eoutlitante or t transfer of insitratice rights When workers
change their employment"

As early its 1t lT tle Anerican Municipial Association requested the iissi, t'unce
of the social Secuirity Board ili Investgilti g olitio|al titr contracltal methods by
widch old-age attl Irvivol-s illIlltiice provisions cotul li' extenilell to Illllihl-
lil emp~liloyces. Since then the as.sociation has cotisIlitly sought the adoillon
of sch it method,, almitit its it 111t1 cotiforectes of 11)11. Ill 1, 11, 1 15. 111 tt,
19)47, 11)45, and 1919, reiterated that position by the adoltll of forillill resolutions
l-eqtiestimg tilt% passallge of l'gislat ion autlhorizitig the inclusion if inunlelpal eta-
lloycets under the Social Sellrity Act.
l,itt'led protectioni under Stote (Inad lo-Ill re'tirelient syslistn

Total State and local etploynuent tit October 1111 was 4.1S7.00)0 lisoInis.
Twenty-flve percent of these were State enuployees. In lltagittude of ettiploy-
nient, city governments for outratik State governintettts as well its other local nilts.
In October 1149 the dilstributiont of State and local entllioylinet was: State (non-
school) 7301,0100; city (nonschool) 1,099,)it county nonscitiol) 3S2A.0; other
nonschool 323,000 till State titl local school, 1,t654,000.

Although 92 cities with pIlutatlions over 100.M0 ituive retiement systems for
soute or till eiployees utid two-thilrds of tle States havee rtirll'ent systeltis,
probably about one-half the total number of noutschool entiployees of Siate tnd
local governments tire not covered In any way. The over-all lroirtton of eover-
age obscures tilt' tlmost complete lark of protection for till eiiloyees tit a itnniber
of States ati for employees lii certain occupations or localities in otier States.

Complete data relating to tile prolrtlion of eimiloyces covered antler retirement
systems to the size of the employing inits are not available. int there Is con-
slderable evidence that time larger the goverlnmentatl tittt the greater is tle pro-
portion of employees covered. A munch larger percetitage of 'ioilyees Ili cities
over 100,000 have retirement benefits than In cities untler 1ht.(l!W ioipultion.
Statistics complied by the Social Security Btoard tit 1943 for cities under 1t,000
population show that less than 15 Iercent of employees were covered by existing
retirement systems.

The notion that only small cities, towns, and villages are without adequate
retirement protection Is a half-truth. For example, in 1948 only t1-t) or 01
percent of 1,008 cities over 10,000 population had retliretent plans covering all
classes of municipal employees. Within this population bracket 87 cities were
without retirement plans of any kind, Two hundred nud two cities ihad plals
for firemen and policemen only; 01 cities for firenen only; and 58 cities for
police personnel exclusively, Only 418 out of 1,008 cities over 10,000 population
participated In retirement systems provided by their States.

Let us take a closer look. St. Louts, it city of soui' 825,0 pielt'e. has 11,(0
public employees exclusive of schools. Yet only tile tire atal Illee personnel have
retirement coverage. Atiotg the cities with isuitlntlons ranging from 250,0W0
to 500,000, there Is Kanisas City, 'Mo., 4,500 'entlloyees; Louisville. Ky., 3,30
employees; Memphis, Tenu., 3,120 employees; and San Antonio, Tex,, 2,1K) etn-
ployees-a total of 12,100 intnlcipal employees In these ftoir nnjor cities In which
firemen and policemen only can look frsard to retirement benelits. Little Rock.
Ark., a city of 8KI) people, has retirement liotectlon for itllce and fire personnel
only. In Gary, Ind. ; Long leach, Calif, ; Oklthoina City, Okhla ; atid South Bend,
Ind., the saime condition exists. III Lubbock, Tex., fire departtnttt Iersotnel only
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are' covered. Mr. Argo V. Pleek. personnel director (if Luitok, sumiua'd uip the
situaltIonl III Is city a. follows:

"Thet majority (if (lip vimployees t t flip' city tif Lubbock are-( for tilt vitluntatry
itxtetisloti of soclal-sectrity coverage' toi pulilempii~loyees. Theii tlly oft Lubbovk:
lils been badlly hiandicapped't Ili attrat tag atlid liolditig coijieteit eiiiployees bet-
caist' oif the lack of atiy tylle of piisioii system. lit --everal Intitnices, key
eitlployt'es ltvt ilecelilevil i'tiilo~ lactt e'lsewhlere, stiltling that the other coiianty
land ia ret itejact lain its well ats soecil security.

"Eatliloyts oft the' tty of Lubboctk. Ii several case's have suffered tp'rsotil hatrd-
shti ecautsp oft te lack of ait tirement s.%steai. Labor t'itployees after several

'earls of v'illiptiyiit Iliive ttet'ii relt'ase'd wvliii they t'ccaiae too) old for I lit'lr work.
't'wtt ttililoyet's were' to iilly at pt'rniiiit'itly ~il~itld tt the jolt, but after pay-
Ilitt'nt tf uosliill lanid doctor' Vt'Xlist's atild SNi lants fil 'I IlVIcid Of M Iiie. I liese 11101t
were released. Someit more' NitIsfattory I ret'it t'tit ofIhitso situnationts woulki
result from NochIl, securIty or ret irettlelit systemss"

D roping down tit, Ioltlait lon ,vale to f lit' 659~ cities betweeni 11)1)14) and 25,0)110
lit pomitt itn. wit fintha Ilit I121 ct ies liiivt rtir reii ctoitraige fo it' atd lioltt
prsoiitit'l otily :5-3 ties forl t1tt'iiieti iily a tilt] 5t Iit It's for pot iveliil ontly. Oii ly

3144 tItles. litte tuort' tim hallf, o t 11vties lit til pttpuilatiou rangze Oftfer lirttev.
tiIon to till t'lasst's of tiuutl1ciltal emtploi its; S4 cit ies iti tilts group ptrovidtitn
ret iremienit benefit s.

Wet hit' ye't tot menltion 2,-0.0001 eiiployetes itl 5.,-02 sillil iles, touins. itualt
villlage's bttweeni 1)1 ittid 111,) pollutlattitl wht'ree there' is allitiost nit telilrtteiet
cet nigi except fort'ilit, fewi whlo plart vlieti Ill S1t lt systems. Whl Ilicit Is 11o
State ret ir'iieat systt'iii tip tittitir tif employees liti a sitlilt lo.:tlly is utsully
not hIarge t'titgl to periilt flit' operations of at Itiatially somtid lt'a I systt'tu.

''lit' stlint I oiiitilt Its In Ite I'ltd StilSltts itit' e'speiially lit nieed oif old-aigt
anld suriviorts Itisuratat'e. Itt 111 thet latest yearl foll Which iiu1thioltiattvt dalta
Arte tivallale. 162 litreiit of governmntiail mtills hadil less thtatilt t'it0 yts Sonlit
.10.04,() t'mlployt't' wol-kt'tl forl 11.11)1 vt'ttIs. towns. atid villages oif less t htit 2.5001
Istlitilit lolitl iitilctpa0jul staffs tif less tltitt 10 pieisotis. Atilt .)1 empal'oy'ees
Workedilit 3:111 of Itlast' sitilt ltocalities Witlli stitil's hlelwt'tii 1lad 24 emialoyeeus.
Apiproxtiately 110.000) persons we're eiaployttd bty 144 cItles. towits. andi vIllages
WIiltliua 111titus Itlweenl 2,-10) ii 101,11, illid hinltittalil staffs rantging fioum
It) to 25 Ileisotis. Nearly 20.t000 ptersoins we're emiillo. t'd by 570 govertitimil a
unlls of this sIze Willi staffs o'f 25 to 5) ptersonis.

Ill11nols Is4 it good exiltitilt' of fip t'iteed of It'e siatill t'ointtttutd it's for bttetr old-
age proteettoit. it that Statei't Is tuatiitory for aill ltoltcetitu' and firemn itI

lat't's Otver 5.1i) to hIt m ets of it ret irt'iiit systema. xtietrall ittitelltat
titlllayet's In Ililltts it i's Ovtei 111.00 ttilitll at must i' membiilers of at rt't re-
Itit'ut systt'iit. Btut Il111ttis ha1S :114 11CItuettuitted Itlite'S uiltlt' 5.00)0 listltlattiol
Whose' ttote'iit-0 uvit ill lii tilt'IIId(t'd l itt 3615 ita'ttrporatil lt laits uititler 10.)1)11

.1t1i110l111Ioale'trs fild the lack tof at ret lroenut system tor iti oii-agi' isslstittit'
ptrogruttttia se'ilttts limtilteaip tt iiiilutt'l111tal ts its etttilloyers. Ilecatist' there Is

thtain tat tif prottecttilt for his sutrvivors lit tile eventt of hb li t Ieth. ort hits (It-
pen'iten'tts ititi himself Whet tlt re'aches %til ltige. tiiutt10illttl Its hiiavi grieat Mil11-
vulty In tilt racttag itulitltltais. \yttutiig pteophle Wvho (t'sit't to develttp themselves
aul are' sensibly euiitrntil ittittuit protectlItt for t heir fti llts.

TIhet jut1tehtiutrk of iiititt'Ial Utlitii s'stt'tnls lias toaitti' tf IltIatilt ubi servlt'e
lit tlip' ht'l ltevel it eolhteI ttitl tif 1Iilfvthiiii elosu't shots. 'The 1ti11t1t0t 1111uil iilityi't'
undtier at local Itutistoit plita Is4 not it frt'eiua-thlon Iuger lie woirks Iii otte itirts

'iftt( hue-rkhts lie its 11111t t1il ii'(wtilt lost' If hit' we're lto tlae. 'Tht result Is
iluit ilitelliait Its loset'ilit' lieut'Itt tif Iuiterehiaiugt' of ltursoititi' id Iit'ns, -lIn-
jet'il ut o'w hdtoth. itii ceutitiI on for tutniellial Itu.iltituls ai1111i11g gottit
eanilidates regairdle'ss itf t'estdtiivei.

TIhie ai0k tif aileiitt, ltiislett progrutams its itintl iur dev itklzislit elfeet Ott
t' 'ut1itlul s'tvve' iutilily. tilt' ri'tu'it htt tif tildil tjlutyeAN Iteyttiltill ht' ittitf
tlIeur tiot l titi tst'fulues. 'Mot l utillitlistrtattas hiesltitl' Wvhitn fiicu't illi the de-
ecioit lto tist'liitigi' it fultlhfil empltotyee wvho its rteelttut ht ttgt tift) 0tr IV5, lit
halts tiroled beilowtiv lit' level oif inormal ptrotdutctillty, lIttt Isi iithiotlit ltdelilite
11l111101Iiit eaits.

Thle tity tit IMPtl Rlock, Ark., Ihas a Itoptlitil(it t8.0(4). Of Its 1151) iiloiyces,
only lire atilt polled' Iteisuitel hiave' retiremient leii'tts. Mr. jt1 111 1 Zimihir, city



816 SOCIAL SECURITY RI\iSION

engineer of little lic.k, ole tit thett 1111y IIIi1hllilli olll1s hiterviewed by us
i1 l14t, eites tle following typical eiase.

"I would like to cite a speeille case Wilclh lulppelled i illy delarttlt tit tile
beglilltllig of 1141. when it was , eessary. tuler tvil-servlve age-lititi rIiling, to
dismiss, for reasons of over-age, It employees. To (late, it least S or lt of these
employees tire beltlg smlliortl by Welfare flittls. i addillon. I Iow lave three
or four ll'otrgosll who atre otflehlly Ittapacitated beallse of age. btit I catllnot
coll tlentiollsly dislliss theta because they atd their famlies iave no vislhlo
ineatts of spliort. lit tillprobability, it wouhl lie iecessary for theu it retlure
assistant fiota welfare fttls."

,he social Rocurity loard h1ts estilluated that aolloi 1,500,0K) State 111141 loetl
employees ar without retretacat protection. Present ret iretent pltts tavallablo
to these plblie epllIIoyees differ greatly. Sone provide reasonalbly idesunte
Iettelits. Ial sotmle provide bllellts uteven lit character aid stall lin tlmints
sotmie tire on ia secure basis, both ias to lllnees attd public ret iroenlt, miad sotime
ire Ithtidqttately titted or ititertalil of cotnlitituative.

OthtttATIVES ANi OTIHi iASIC CON ititRATtONs
Objeelirc&

('ore'twr of those who arte noti without prottclion.-As indicated earlier. ailutlt
1,,"tM).0(m) elttlployees of Staltes atnd localities itr wlthoumt anly systemitale lprotectiot
for their old age or (or their survivors it tile event of death. The ftirst objective,
then, Is to provide these ieltle with at tloor of irotectiotn tit lest vliml to that
provided by tile Federal Insuratnee Itrogrtt for Itdtltritl emttptloyees.

Sm nitrOt'.lp protlctlio.-lt is est itntttt'd thtt TV Iel'tetit of State tntd mnlclltnli
eltltployee's covered by existlitg retireteit ital isitratte systels itre witltont
tdequtte strvivorslilp trotet'iott under thtse systems. These workers should
lave sttrvivorshlip Irotection lit least equal to thltt provided by tie federal
|lustlrtmlce programs.

('otlitillitly of protcetion-.-xlsting State mid local retirenet sysh cm are con-
structef pritttrily, mtietmes entirely, for tilt, elnelit of those Will) contt iuu In
tile serviet, utlttl their retiremttent front active emloytttent. The vlst ltnijority-
perlmps' titte-teltthts-of all whito leave tihe service tiefore retireuttt itge ttortally
forfeit till their rights to old-age Itetoilts.

Employees entering State antd tttItielltl etliploymtettt tty Iltlve aeculiulted
prot et I tilt under the old-age ati strvlvors insilrtnee progratmt. UItli leai lig
covered ettmploymtent, their irotectitot beglts to dililtlsh both tts to tilt% ditrllmi
of their eligibility for heetlits anld the nmontt of betellts paytbhle. inler tile
present law, ilxptttsol shifting frontt litblie to piivatte emlloymttetnt. ev'tn thlough
they iltiniately quality for tenollts under the Soclal Security Act. do ot receive
credit for tit titte sliont lt puble service.

lPersoli who leave or enter mitlelplil tillt *%tile ettmployttti shtlld have
itrotectiott itIuder tilte Federttl lirtgrtitt etlilvttlettt to that provided for pi rt.
who retinhit It private ettploynmett all their working lives.

Other basie cotsiderotit
IXeeds of pItbli employe''s.-Tltere Is nio evldene tltat t1tunlhllul atd lt

ptersiut1el are it sheltered elnss. Their families hve the same Imtetilal t-ed
for social betetlits as (ito others. If sueh ltbtitm IItIre ttot, lrovhlel throtigh scital
security. their deliendlents t their detlt, or they. tit old tge. tay teqiulre titl
from other luhlle sotures. Nor is ithe itmpresslon vall that public emptltoytttent I.4
sutilfelently attractive in Itself tot cause workers to seek loverntmteltt etployent1m
In preferente to private emlutoyment. This Itis iecit hlrgely dispelled and proved
erroneout I y developmteut l It recent years. It wotld Iwe mtore ttearly correct to
say that littililled and experlentted elieoile ito ttot seek Ilille employmttent lit
sutfliett itillerg. Manyv workers leave litlille ettplotent for Jobs lit Itdustry
because of the iprottise of old-age benetlts.

Relircltent pIlal ot old to Ilollopem(e't.-li additlot to itug tlt Ililtisrtant
soetial measure, i adeatwite retllreint system Is also nit aid to ittitmtltgemteil.
To the ttult1telpallty. am an ettployer, ithe etesthlon of tld-a timad stirvlvors
Insurance wolil serve as a direct Ml to recrulttient aitd etalilie tlhe employer
to attract atilt retain it tite Inlltile service liersotts of exlieriente all ability. there-
by neltlevlig a reduction it t .i-over and stabilliratton lit etttp'ttyltettt. It wouhl
serve as ia taetol- by whi.,h tlhe entployer of Itbitel persotitel cotthl retmtove from
the active Imy roll, without uinde hardslt p; persotts who have oullived lheir use-
tuilness to the servit because of old age or disability. It would wtamke It IIsslIbte
for tlte ttutnliipality to contllitally reactivate its service, &lItvp the avitlablilty
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of ret irement't bliiittts would keep opeon aven'ue's of advti'an t'at for yotingt'r tand

OBtJECTIVES CANNOT iBF ACHViiED t'NiiF:t i'llO055t i'tAN

'IlTe tt'~ luittillati' clearly that ilvt'rsil 'ove'raige lis bieen tile goal of

ialoyevs it' t'xt'ided. Evdititat has bieeni prteset'eld to sihow fill needi for e'x-
paaldiig oli-tagt 11it4d survivors, tasuN1a,11cet'o ii11iiit0l11al t'iljaoyees. Flililly, wo
hanve lioili out three inn 1jut objectives whichi the extenistin of coveragee mutst,
aIItitII to [tt et'Ifi'te. TIhe'y nir' iattilli of t host' lnow t'tvt'rettIl iait' thet
system, survl1vorshl ip prolt-vt [ill, nit il toat maulty of protect bilt.

Undetltr lite plit iroikSit'ii i11 1. It. 141(m). Ilt' objttl vis caiiinot be filly
at touted. 'rlt plait1 Is st'lf-dlifent lug at- far ats 'omnplte coiveragei' o ionletllitil

lnstiaitte cotverage' ti iaiiill'lpal templaoyee's aiil I ltt'i goes' olt to dtiroy Its
i1~ivw'ld pil-lss by taiklig tle 'xtt'iisitilk of iii~t'tiigt tianilalt'Ii'Y tlp Iiidti Iltilli
Stal' lt'liti ttutu atct toil.

Undetltr it. It. t'40)t. ti tigrt'tanitlts firat' lei iNttitsloa of tildiigt' tutd suiivtvors
Iiisurautt'i would het mmali' bettwet hea ii Stati's anda ( lit' Fedeitral Utivt'riiiit'i 'bt
Sttilt' Is atiho nrlized tt tt'i'iiliialt the tigrivt'l WithI rt'sptect iii Its owni 0iiilaliyeem
or I lit, t'iililloyt'es of taity piolit ical sutilvisloit. blT'e Stalt' would ciait iol thle groups

toil11 I 'lly to tliierniliit' whoii slill be lit'iiltit or t'xu'liatt'lIi lit tgreiimt'its.
V iili'liii' Illiiopiiisttt 111t i. I ltt'it Ilit' itittilicllit l(It' Ilitvi' Ito thisu'rttiatt i'xct li ill'
neati vie right it rt''isi' tcove'rage' miitlt'i the not. lit shaort. 11. It. t'(Wot lrolioso's
thalt tilie Sttit'llle ha11: lit itt' ' ntitttts wil i lite Ftdtral (hivt'nitttia : ttt flit-

tutu :igrt'eit'hit ve'tr It detshies,
t'oittilly taf tiltlagt' aint survivoisship piroit'tlitt Is intt prtavidetdt for mtiatelpil

itliliiyeits bly 11. It. 101. Evt'n thloiigli theiiy shiouldi work for a iit mli'llmiltty
uvti t'ltl e ti tiattit' lintl't thlit olti-igo wilil survivors section iaf thei'Soil St't'i-
i'll y Act its aiettitlt'i biy ii. It. i'0H4). I ltu'y totilid lose sucth iriilvt't' batly (n) gtahig
toi it aitialt01iallity ori %liut' witlh wvas not tove'rt't by th It' "dt'ral ittl. (b) bIy

lTho b11ll also hits si't'Itis sliorit'uiaiig uilli rt'gar ni t) sit'l voinli ll ltt'l o

for los'iis inow t'ivt'tet'llty 1111ht'0l111l telIteiii'it Sysit'eis. It has b'eeist I-

ailutite survivtorshlip iintlu'i t-1. El'lti tf II. It WIII livtiilit'la b , I flt IaIt le-

It'dit bietuiste thetty art' e'xc'ludedt fi'oii plinrIlitlitiii n lifit- l"t'lera I syst eii anlIi

FXt'UItiON ANDt iwERNDI'i

Tte t'lt'avaget' i'Iueen I thelabl't'illa group-, whott favor t'tve'ragt' tf Statt
tutd local employees undietr Ite sottat St't'irtly Act. wttil tiost' wilil, opplose' it Is4
rt'illtd t'e'arly Iii Ithill attuttr disctussion. At'tordlitg to 1I. It. IR)~. flit' agnes'-
tii'ii iiiiidt' Iy tilit' Sti' uve wiIit'e ltlt'ril (livt'rniot shatll lurovialt' for flii' i'xtu-
slim (if t'imploye'es e'uvere'i by Sati' andh lottil ret lrt'iiit'i. liisill. mtid iiiittlty
systt'mus uilt'ss Itwo-tit rds oif Iflit' iuil'enes vol hag ill it nt'fi'rei'nlit vout' tit lit,
Iiti'liilt't. It iois nol seiii uvlst Ito nlatitit s %ol lg iti'imbitrs t host' whott lrt'ad '
aIiIIIIItIltaiits bietttiset'h ley wttiuld Infer fin hir l'entt'tls ighut lit tInat'ist'd
tar tlt''i''uiei lby inlutsiot ior extltumlon lit 0ASI.

U'ndeir titesi' provisions, tlit' rt'tti'lt'iitt iliiis whose' meatitaatrs airt' exc'~lue from
tligrtn'int'a t h ' tIitlt,' lM'ultril tiuuvt'rtiat'it obrltitUS~ly ulglit pirovidet Iteitelitut
Iat'lov flit' slntdiirts tif lt'e Fet'de'ril systt'iat. tita(] aitattig thetste ma~y lbt mystiis
W1110Iclt e ii''not mottil ilitaalelaally aiit give nit adet'iatt' gutinty of piatisedl

Alt Implortant caist' li polit Is lte plt'sill sAysteal (if thei State' tif I illnualti. 'rl'h
tChleagta TIrilait'e t'tluirlt't tl rh 1 "1. 11940. that Pilllliioios Intetrim ('otattlisslott
baitil atlvlst'tl it trast It re'visioin oif ltt' et'ire I n' slout program flit' Stitte ati locall
ettipltay't' ait tatie If thei latlisliuls aie to sAtt'vlve. Theii Coiiiiusslatt ialit s out
fit lit tht lust IS years "Ilaislol oibligatitns ititidl a'taellxthtIc l' livo
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practically doubled, and deficiencies are still rising." Reserve funds of the
plans are short some $272,899,188. The Commission blames "a lack of consistent
policy, frequent liberalizing amendments unsupported by necessary revenues,
and the absence of scientific actuarial measurement" for the present condition.
Supplementatiorn

The exclusion of persons now members of State and local retirement plans
is discriminatory. Such exclusion Is supported by those who fear that the bene.
fits of old-age and survivors Insurance will become a maximum and not a mini-
mum of protection or that Federal social security will supplant the local systems.

The resolution of the American Municipal Association in 1945, supporting
the extension of old-age and survivors insurance protection to municipal em-
ployees, cited the discrimination which would result against municipalities with
retirement systems unless voluntary coverage was made possible for all local
governmental units, without respect to the existing retirement systems. Tile
Integration of existing plans with old-ago and survivors Insurance, one supple.
mentary to the other, has conic about widely and satisfactorily in business and
Industry. There appears to he no logical reason why these practices cannot
be adopted with regard to employees under State and local systems.

Some organized groups of public employees are opposed to the idea that the
Federal Social Security Act should be used to supplement existing retirement
systems. They feel that coverage under the Federal program might mean the
abolition of existing retirement systems, that governmental units would not
make appropriations for systems supplementary to Federal coverage. It seems
unlikely that many retirement systems would be abolished because of tile ex-
tension of old-age and survivors coverage. Private industry generally con-
formed Its retirement plans to the Social Security Act and used one retirement
plan to complement or increase the other. All In all, it would seem that the
positive advantages to public employees of old-age and survivors protection
should outweigh these negative consequences.

To enact legislation such as 1I. It. (000 which excludes from coverage em-
ployees of existing retirement systems would defeat the ultimate objective of
Integration of social-security benefits with those of supplementary local systems.
Eventual universal coverage would be forestalled.

Last year's original bill (11. It. 2893) excluded fire and police personnel even
if they were not covered by existing systems. This automatic exclusion nmde
policemen and firemen a spmial class of municipal employees. This exclusion
was removed In H. It. 6000 and should not be restored.
Small communities

The original 1949 bill (H. I. 2893) provided for the exclusion of political
subdivisions having less than 10 eligible employees, or in any case, when less
than one-fourth of all eligible employees In the State are proposed for coverage
under old-age and survivors Insurance. This unwarranted discrimninton against
smaller political subdivisions was corrected In H. Rt. 6000 and should never again
he seriously considered. Sixty-two percent of the cities, towns, and villages in
the United Sthtes have less than 10 employees. Yet it is this group of public
employees which Is most in need of old-age and survivors insurance.

Municipal employees (to not want charity in ol age. They prefer retirement
allowances which they have earned as a right, not doles based on evidence of
need. Yet for the thousands of municipal employees still denied the rights of
participation in the Federal Insurance system there will be no choice In the
matter, unless Congress consents to bring them into the system. The longer
action is delayed, the greater will be tlme need.
Adminsliration of proposed plan

It has been shown that the problem of extending social security to public
employees is In many respects analogous to Its extension to buslinels and industry.
The analogy is particularly suited to the administration of the program.

The proposed plan provides for agreements between the Social Security Admin-
Istration and the State only. Inasmuch as tile Federal Government deals di-
rectly with thousands of industries and businesses, there appears to be no logical
reason why this administrative pattern cannot be applied to municipalities.
(3ertainlv there Is no equity underlying the present plan to deal with tile State
only. The channeling of payments through tile State can only result in a dutipll-
cate set of records, needless expense,. and confusion. It would lead to delay in
transmitting collections to the Federal Government, and In making benefit
payments.
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Before an agreement between the Federal Government and the State could
be negotiated, certain legislative action would have to be taken by most, if not
all, of the Interested political units. Under the present plan for agreements
with the States only, legislation would have to be enacted by the State. This
process of legalizing the formation of agreements would undoubtedly require a
somewhat lengthy time, thereby delaying the entrance of governmental units
into the system. In view of these factors, It could hardly be assumed that tile
extension of coverage to municipal employees would be anything but slow.

L caiities will be completely dependent upon the State insofar as their inclusion
in the original agreement Is concerned, and witih regard to the estallishment of
administrative procedures between themselves and the State. Whereas a State
may be hesitant or slow in entering into tn agrelmnt with the Federal Govern-
iment, or Imay take considerable time to enact enabling legislation, the inunlel-

polities most iterested would be in a position to reamlih decisions promptly and
achieve coverage quickly and smoothly for their employees if their relations with
the Federal (iovernnt were direct.

The opponents of direct dealings between the Federal and local governments
maintain that a pli for agreements with Indivhhdal municipalities would be

considerably miore diffmeult to administer tihan one for agreements with tile States
only. Whereas the maximum number of agreements which could exist with the
States would 1)e 51, it is said that there are 155,0W0 separate State and local
government units, find that 155,000 separate agreements between the Social
Security Board mad these units might be necessary. Of this 155,000 about 110,000
are school districts, most or all of which are members of State retirement systems.
Based on these facts, we do not believe there would he more than 25,000 units
that wouhl ask for coverage within the next 5 years. A 1948 report by the Social
Security Agency, Bureau of Old-Age and Survivors Insurance, states that during
the first quarter of 1917, there were 2,500,000 employers reporting. Under a
direct agreement arrangement with municipalities, then, tile number of cities
and towns reporting would be no more than 1 percent of time businesses and Indus-
tries now reporting. This would Indicate that the number involved is not a
compelling argument against direct agreements with municipalities.

Adverse slcction
The cry of adverse selection is no valid reason either against extending OASI

to municipal employees In s1all groups. When 37,000,000 people are already
In the system the addition of a relatively sinall munber of people even though
they may be of varied ages will not seriously Impair the system. Unless the
persons who are now well advanced in years can be Incorporated Into time old-age
system the latter will not serve Its Intended purpose for another full generation.

.rtendcd coverage before Increased benefI8
There could be no greater unfairness to the persons now outside the social-

security system than to increase the benefits to tile present members and still leave
half the workers outside time system. Let me illustrate. If the maximum benefit
for a man till(] wife at the age of 05 Is approxmately $75 per month, then as a
joint annuity this is worth at least $11,000 assuming an Interest rate of 21/2 per-
cent. If the mnxinilm benefits were Increased to $150 per month, with survivors
benefits this would lie time equivalent of 0(1 annuity costing $22,000 at the age
of 05 with an assumed interest rate of 21'/ percent. In other words, an individual
who Is outside of the OASI system would have to save $22,000 and Invest It in an
annuity to have an even start with a member of the system who receives Its
Ienefits an who 10d contributed perhaps as much as $2.000 in his lifetime.
Besides all that the excluded worker would have to pay In Federal taxes toward
the retirement of time covered worker while lie himself was excluded.

RECOMMENDATIONS

This Is what the American Municipal Association recommends:
1. Munliipalities should be authorized to make contracts directly with the

Federal Social Security Board for extension of OASI benefits to their
employees.

2. Old-age and survivors Insurance should he available to any municipal
employee who wants it without regard to his class of employment, the site
of the municipality lie works in, or his membership it al existing retirement
system.

3. Old-age and survivors insurance should be available to members of
existing local retirement systems as a supplement to other benefits under such
local plans.

60805--50--pt. 2-48
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Ho0w clii it beo otalnetd?

filt% Nawtni 'eaaa'ly litatd for OASI tv'atga'.
2. fly lwritaltiti Ita lttlivilatzt ta) Itt maa o'ara tat fll% tatl-ogi maidt aaiaavlvara

lttiittitatit't S'Yttt'II I laa'atatgli fill itt'' tt almii apta f lit' imiit'r taa'altaasa'l f(r tther
groulmaa tit woraka'aaa. A at Imtl ividldi c alt l 'Oat at ally 4-tatt% i l tha a t flit' vitta'a
tatiat plty til, taut1r Itt aatt It tlk IIIatIaIaaytat will tnao ta a'lt a'. 1t i lot Julay-
taittatat wvolat bet Vatttttatl'it Ni atta'e legal (1111,1111t taia aa''aia toa II laa iavaat'IV .
1latattr atattl it jaltat iaty ttutalt'ltatl vtaatlayvaa atata tirl tIattt' f Ii filt (tANI
Atytattatit Wl111atl11alia, raittIII Witlli 11a1t' 4'ttatalopar oar Ittttatifa'r laa'tool Wtaa Ivilt

IVaIlint will tat flt' re'ttitta?
1. lHvary aimle'laaa a'aitttayat' Willl tattva OAHI tivittittala tal r tit i m sot t loa

larateetim ottatr sttttp'at'aaa lrlvtt halt
21 014 11111a taitaa 1

41ta vI t'tita tytatta tat tirt' grujiWi ll bet t'aavilrta lay atoa'ive 'att a
i -l l i ftal".4 watai t 1111t' 4.1ti l l I I I It's 1111 ftl %IIa Nata l at X -11'ialty I taai tat

Mt Anay I atIlvlatil titailali taaaaiytt Whoat wvaia'a tiaty ha' at taiaiailaa'i of
flet iapyat .TtauI W'lala lII nkI a' tiara tof filtoait KIt aaaII atit t , la-ta r Ivt loaattw
exa'tit'41Itli lt' ltargetr milltatial tt'at att f it aitir Whot traititafata frtom iotno
aanutattytiptlat tao a1t ta tr.

It fh oliti iaa ltttataly tt lt'ift tatatat it) at Amiaaiaa it tata' It 8t111iat1t tat'
oata'h tat tall. tIf It fat Iutaat ftar tatitai t tI t a't aiiftly gitt filt, tatlitatta atata t4l1411tt(t
taot 1aw dtla'af'a tattaitatta tat ailt'gi'i lt'ttit Ilr aIttatattittt ritl vi' tta'tatattit.

S1etatatot' LxCAH. Nt-. ('1111 iataanta, I Wolta it, a tat tank Mr'. Chi aittr
oneo qiest iota.

VTe CHAIRMAN. YOS, Setatator.
SeIttor LUICAR. I Watatit lik to ttnkC N'aaa thin. Mr. ('aata~, Per-

littitat4 itha ifetiO ittai 141''' It'ftit' I gail haem. w~ily will yatia tipaaai
the exotmpitiona of ca''ialitt groaupsa whao taret seeaaitag tatb le O mtlIlat
fromu these p i'iiotttt

DAli'. (1 lA'~TITH. Wtell, 1 11111 1a10t Satte tIItat I Sitait I 'Wias 0i aPatang it,
111tahtlte twlo aoataoII aat' vil'tts til tito tha siade. 'l'ii 11t'st. is tat
proablly t we-tird a flit I'AeStlat 0a'taajaiTaS tar ltaa11a6a6iii1a gOVOt-1
latetats ~'WIi tnot stay attat ii ti1 avi leet la't' . 'laTerforte thae p plia'i
whio rt ita tatl tailt. wvil i hata n tat) etii flity taf vitvaligo 11ataltat ait lava.
the ocaitai Semt'itity Act. ta' it iiablih rtiaf lvttit atyst toa. Anid I iterti
taight. to be soltat p isllnlt t11i11l0 by. will p luilawio gat ill ttt11d tut
If~ aiblic etam tatava ne itad paiviat6"e vttphayiaa'tt. ItIaay Wi iatat&'vtl

111et tite Sitviaal "Sevatrily AMt. Tliatwo tirt' sot iattY iat'aiii who go
itt toad (itt, Oa' N0h0 latave H;10'h sall i'tat's t111ittt Itt thet t IIit I ey, tar-0
Of little) 11i40 to t~liatlt-T a111,t1t1 S111t11i tel attain4 Mtiler itaVItI let it't'iltt
snto mittt So sall thitt they tate hot. tileai1tte. 'l'itt late0 wbartitaa I wta.
tiitti of fte people t hat. gt itt fill([ ot.t Anda it tadtio tta f illa(t
tlaea' tate it ltage ataiatbet' taf iat existing a0tatt4 t latat dto taut haave whatt
cotmptares with trvli'ot' hianate undtter OASL I

Meatttor 1,11AII, Noiw. ota tt lae iest iot. Yaou firt' fatatilitt' with
tite muaggetatiota detlig with the 11,fet'tliltltt illtO t iae l'e taf let irltatatto
Yout ittave beeta talking atboutt I wta-tiit oif I hat tatalvtit i p. I hatave
taat treadt this vtat'vti liy Itd I haavvttOwn s 1ladert'stttaa it was its wo.
thirds oaf thosevtinhg. * Do yota 111lrtliiit tht waty V

Mr'. (INta mRasl Thatt wits taty atta1det'atilattlig witeit I tetad it. Hotw-
ever, thte ruae lp apparently trgie nilt to le fixead by the Stiate.

Settitot'lUCi Well,*\we ti1re goting ta fix tiat'tilem hevre, if We fix
ay At. Ali, With t'ea t toaile tititatbet' tittit is requlirevd itt 0iats tt'fva'tt

(11alt1 befoto they Coutld etatae und1er this 1wht&'l.
IMar. CltAa'riti. Yes. Well, It ii nt Aeaat' fromttahet hill whtatlvt tat.

ntot. it-is two-tids of the mtettbea' tt'two-tiiad of (hosae vintthg.
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I Ito nlot lit'iievi? it, is c'tlea. its t hill is writtenl, littd I thinki it, otiiji
to lIt'.

of t i't nwm,11hv-sii. woulId voul Iot, if violl are going to pill tlyti lg
of thait sort. ill tile hillI

Mr'. ('liI'i-ls. I Would Ilot. atiligatillst it.
Si'initoi' I 6 v.AN. We'll. if .o ftvt' wo-thIirds of t io'vot ing. youl

t'.mnld 111rn t his oveI,' pretty fast. Willi only it fe'w fellows ill ft bo
tit it rt'gtillil 0 lilvelot 1g. Yoti Woul Iii ot eveii have~ to halveit mal~ljorit y

of (iii' ntontiirsiip.
Nil'. 'II AilTHi. Ill gt'llril. it w~outld ri'jliit 0 111ikil re foroudOiltil, I

be1151'. oI lit I I iiv wil viv5fu they vki~l lliv i'lt Vote.iii I, coit 1lJii ttlid

have tor I A'v.el io I It111rd oilgltl f t Itolllebr rofote's orii'r ilmi

ic iiht 1 hf t iii'lillfrIlloisl Wilhtt wilit ri anf I los villo t( lit.
1i' 'IVi 1111. not tr Vi (o p ll llru for' ior is I hut t ho 51 are i vill tl slit,

stvlvllg. 'isle al hu t Sil siiitsihtu p of flvlevii' 1)1111 itwllt Iel'iwl
tilt . Bill l I hi lit, t14il t s iii M'1V ill' V SIVitid't t eill ti mightgi to11 51' I to

evleni to tttsfit' 111 illltililh o l'l' fpi'oph w11e ho resn li 1 i11ot o rvlt

Svillttor lbivi'. Wl. do illiilig tttd titill poidesfot SIi-iltl'ty

tinl lilt I roilituut vout i ought, tof itiohisit sel~reirett ist ost
t hiolt undWerita I he ti'lI tit. ll hlt oil it vI t it w i. nt Iact
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does not provide for that. There are too many loose statements being
made that this act does abolish State and local retirement plans. It
-does not.

Senator LUCAS. Well, it does not abolish them; but it does if you
comply with four provisions of the act.

Mr. CUA'rns. No, sir; I don't believe it does.
Senator LUCAS. Then I do not'understand the English language, if

that is the case.
', Mr. CuATrARs. It can replace present systems, but it cannot abolish
have no benefits under the act, or that a man who stays within it 15

Senator LUCAS. What is the difference?
Mr. CiiA'rEns. Well, one would be compulsory, and the other is

voluntary.
* Senator LUCAS. Well, it is a distinction without a difference. You
get rid of it, either through replacement or abolishment, one or the
other. You will not have any more local system if they replace it
with the Federal, will you I

Mr. CnH rrns. Not if two-thirds of the members want to do that.
* Senator LUCAS. That is what I. am talking about. There are four
provisions in this bill that they must comply with before you can
finally replace it or abolish it. I would not quarrel with you as to
whether it is replaced or whether it is abolished. But certtiinly it can
be done.

Mr. CAi'rrtns. That is right; with the consent of two-thirds of the
members. °
I Senator LUCAS. And what these folks are afraid of, as I under-
stand the situation, is that once this bill is passed in its present form,
there will then be a determined effort to get out from under the
present system, because they will say, the State will say, "Let us pass
enabling legislation to help get these folks out from under." And
there will also be propaganda to the point where they will he better
served in the FederalGovernment. And the States and local mu.
nicipalities will avoid.that tax by throwing it on to the Federal Gov-
ernment. That is exactly what will happen, in my opinion, if we do
not exempt these fellows. The way the tax situation is today, every.
body is trying to shoulder everything on to the Federal Government.
And municipalities and States are in pretty bad financial condition.
If they can get out from under the paying of this money, they are
going to start a drive, in my judgment, to pass that right on to the
Federal Government. Do you agree with that?

Mr. CHnATrs. No, sir. That is not my personal opinion, any
more than the extension of the Social Security Act abolished the
private pension plans.
j Senator LUCOAS. It could happen, though.

Mr. CHATwERS. Certainly. Somebody could drop a bomb on this
building this afternoon.

Senator LUOAS. That might happen, too.
Mr. CnA'r'as. It could happen. , it is possible within the scope

of the act. It is possible, but I do not believe it is probable. Those
people are here and can speak for themselves. That is a matter of
opinion. I appreciate their opinion, 'and I resnect their opinion.
It happensto be different from mine but I respect it.
T 8enator.KMiMA.'M~' I ask question, Mr. Cusirian? ,The CHAIRMAN. Yes, Senator. j

I /
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Senator KERR. As I understand it, your principal concern is in
connection .with what you believe to be two-thirds of those under
these other programs moving out from them before securing a vested
right, and thereby being in a position where they can neither get
the benefit of what they have done there nor start here in time to
get adequate benefits.

Mr. CHtArERs. My primaitry interet would be in the million and
a half who ar in no retirement system whatsoever- and secondarily,
those two-thirds who go in and out and who.would iave no coverage.
It is in those two groups that I am interested, ,vhieh constitute prob.
ably 75 percent , in total, of the municipal workers, the municipal
employees. , T I ,

Senator Miu UK. Mr. Chirinan, may I ask a question, please?
MWhen youspeak of the two-thirds, are you spend kilg of two-thirdo

who are covered I Or. two-thirds of thosd who are cdVered who move
ioi and out ' , . : . , I .4
! M1'. C ATTERns. I aoi talking o the twothirds no leml)loyed vho
will not stay there,plihyl)pinion.i Twb-thirds of thde who are em-
ployed in inunicipal govo~ument at tile present time .who would not
Sita y until thbitr,tim of retirimet4 o"
ASenator M]IALlKIZ-4 What b the 'l and out" of tse who are in

ered systems? , '. e,, , , I'
• M4r. CHATr4Es.,I can't-ay,,:' There are the directors of some very
large retired nt-systems h .e and thei) cah tell youjthe facts on that.
I canot tell you. It is difetent for different classes. Turn-over
would be low amongfiremen, policemen, and teachers; much higherfor others. iso kkkl-bSenator M LLIKIN. Let me ask you this: IVare talking about mak-

ing comprehensive revisions, and we probably will make some. I
think everybodywould agree that this A an evolutionary subject, and
that what is'said by tinyhill,,whichi is passed out of Congress at this
se.&sion is not the last word, and that we will 'probably have many
revisions in the future.. Supposing we just assume that we cannot go to heaven in one jump,
we cannot solve all problems in this bill, and that we leave out of this
system those existing retirement systems among municipal employees
and take in, give the opportunity to take into, those municipal em-
ployees who are not covered by their own systems. Supposing thtt
just as a practical step we vent along that line.

Mr. CHlATrERs. I think that would be a good first step. I cer-
tainly have no objectionto it, I would like to see it go further. But
if that is the first stop that is a very highly desirable step and ought
to be taken. Certain I would not take a dog-in-the-nianger atti-
tude and say that because I don't like the bill you ought to keep
out a million and a half people who don't come under any protection.

Tile CHAIRMAN. Who would pay their taxes?
Mr. CJAWERraS. Tile million and a half who are excluded?
The CHAIRMAN. Yes, sir. Would you call on tile cities and the

States to pay taxes without regard to whether they wished to do it
or notI

Mr. CHATT RS. No I think it should be left to the discretion of the
individual municipality whether or not its employees were covered
under the act. That is one reason I want to see the direct contracts
between the cities and the Social Security Administration.
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The committee is also assisted by a full-time social security mnana-
gel', wiose business it is to assist and advice the members of the
committee and tile board.

I believe you have before you a copy of a statement which has
been prepared, and which I wish to file with tile committee at this
iime.

The CliAlIMAN. Yes, sir. You may do so.
(The statement referred to follows:)

STATEMENT BY 'riIe I.IaNOIS STATE CHAMBERt op ('otMMKIxE, I'RESENTEn ny RicnARo
I). STURTEVANT, CHAIRMAN, SOCIAL sieECitiTY SUItitMMiT'iEE oN i,,-AoJE AND
SURVIVORS INSURANCE

Tile Illinois State Chalber of c.onlmlerce i8 a 'State.wlde vle a ssoIlultloll with
a membership of some 8.900 bul.ivsslmae. Its nenlbers are located at 242 Illiols
connunittes and are engaged Int all types (if Industrial and cunmerelal ventures
anl in the practice of the professions. 'lhey range fromn representatives of some
of the Nation's largest corporations to the self-employed. It is obvious, there-
fore, that the Imeblners of the chainer have a vital Interest In the lFederal
soelal-see'ilty program Iin general and in 1I. It. 6000 In particular.

Tie positions set forth tin this statement have been arrived ti after long von-
tinned study by tile canber's social security couallittee, which is Inllde uip of
60 niembers. The recommendations of that committee were submitted to and
approved by the board of directors, which Is mude up of (14 mie front tll sections
of the Slate. It Is believed, therefore, that the viewpoints exirtIssed herein are
broadly representative of Illinois business.

It Is expected that a representative of tin soelal security conmilttee will appear
personally before the Senate Finance Committee to outline briefly the chamber's
position on the various aspects of 11. I. 6000. This statement will provile more
complete Information than call be presented Iln the little the conmmiittee can prop-
erly allot to any single person or organization. WiliP tile principal objective
of this statement Is to report on positions taken with respect to seielfie provIslon
of H 11. 0W, occasion will also be take to express certain fundamental beliefs
relative to the operation of the social security sysicll and its phice in our political
and economniic way of life. Te statements of plsiolhn and observations will In
general follow the outline of the Ilouse Ways and Means Comunittee's suuaumry
of H. It. 6000.

OLi-AGE AND suRvIvoaS INUlANO

Ertcnsion of coverage
Illinois business , favors extension of coverage of the soolal-secnrity Insurance

program within time United States to the fullest extent adminlstratively feasible.
With the exception of extension of the program to the Virgin Islands and Puerto
Rico, no serious objection Is raised to tile provisions of II. It. 600 which It has
been estimated would extend coverage to an additional 11,000,000 persons.

This position is based oi a firm belief In time desirability of meeting the old-age
security probleil through a contributory insurance program rather than placing
principal reliance on a dole or relief for time needy aged through public assistance.
Illinois business recalls that under the original concept the old-age assistance
program was to be largely a stopgap to take care of those who wold not have
sufficient time to build up retirement protection to the extent provided for
fully Insured persons; and it wits freely predicted thit the old-ange assistance
program would be gradually diIlnishcd In Importance and iI cost. There Is imuch
concern, therefore, over the fact that old-age assistance has substantially In-
creased, both in relative Importance and In total cost.

Support for extension of coverage Is therefore conditioned upon a definite and
orderly withdrawal of the Federal (Government from the old-ago assistance
field. It Is recognized that extension of coverage of the social Insurance program
must come first, and thus support Is given to H. I. 000 with some reservation

I For simplicity of statement time posltlns approved by the board of directors of the
Illinois State Chamber will he expressed from tme to time as the viewpoint of Illinois
business. It Is recognized that no organ ization can truly speak for every businessman.
However the Illinois State Chamber meambeship comprises all types of business. actively
represented through its committees and board of directors. and It Is firmly believed that its
views express the opinion of the majority of IllimIols businessmen.
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as to wliel her there Is fifny real JustIllIeatIon fol" the exclusion of farmers and
of Iiliysleiilis. lawyers, findi other Iirofessionli persons. Wiwther or not the
Congress finally extends coverilge to groups other than those covered by 1I. It.
tK00, it Is reslvetfully irged thit Ihnis be minlode Itid speeilic legislation be
drafted which will return tile tusk of providing relief for the needy to the
rescel o Stlites.

It is believed that it Would not be desirable to extend coverage to workers lit
the Virgin Ishliilds ind Puerto Itlco iii view of tilt vastly different problems
which iriso iII those lillces. If it programni 1i needed tilhere, let It le created
by specific aind Separate legislation geared to the eononlc situation and the
needs of tlhose.e Islliudq.

llefore leaving this mtlter of extein lon of coverage we also wislh to record
the bellef that Inclusion f new groups within t It(iild-age security luogranl should
not (renite aill.- precedent for like Ileluslon uiider the Stites' llnetlljloyntent
(iiillleiisi tii'ol ljuogrlllll.i loh lhe olbJeeiives id lhe adilllist nit ive iproblelil
rlllder tie two systems iire iimterhilly different, adil it woul not be at all
felasible to cover the Self-emilloyed, for exapnple, under tile urenuploynlent coin-
siesnIt lon laws.

Defluillon of employee
'Ile provisions of 11. It. itM) whihh vould clitinge tile existing definition of

"eilloyee" ineei with th vIgol lind 1illullilltli.s olipositli of lliilols limsiless.
The louse Ways iind MenIlls C!ornniltlee iljorlly report states thalt the revised

deliitihon would go a long wily toward chnlIfying lhe coverage Stiatus of hull-
Vihulls In the I vtWilitgh' Zone between eimploymnent ind self-employnent. The
Illinoils Sill te t'liiillillier of C'ommlllerie Sirongly issent froll t hIs view.

The new definition hlis four pairs, ind our otbjeilion goes particularly to part
four, which seell:4 cietarly deslgied Io reverse thii' decision reitlched liy Congress
w\hen It pissed Pulilh i, nw t112 (the {hurlirit resoluton). t'nit."ge of that
law cliiifixedi a long lIsrlod of dissent llli aiid uucertalliiy, find It Is believed that
passage of II. It. 611M In Its plre.elt form would create i new era of doubt and
confusil. Through Its viriullyll uilhnitl discretion, tile Treasury Depart-
ineiit would have tiwirranted power to determine where lilt, imilliaiut of tile
social sevulrty tiixes vold fall with respect to great numbers of persons who
Shoulil prolierly Ihe cluissed ats self-eimployed rather thll111u4its ellllloyees.

llere there Is ito qltestion of coveralge versisi nonctoveroge. The persons Involved
should fnnd will le covered its self-enployed. The practical (i1lliclt es of treat-
lng greit nuntiers of Indetemndent sitI's le i I as employees will undoubtedly
be agaln brought to the colnliittee't; attention by relireseittatlves of groups having
a inore direct Interest In this iltiestlon. We wnt you to know, however, that
lusincssiiien li gelilral ire oipsed to this new effort to delegate to an admln-

Istrttlve agency of Goveirinimelnt tile power to expanitd orl contract tile iieantlng
of lhe word "employee" practically lit vill. 'There Is little doubt In the Inunds
of Illinls Iusiesslieli tltiit lie granting of such broad discretionary power
will result lit efforts to include as eiiiltntyees inny persons who cannot be so
treated fromlt i praetlcal business operatlng standlioInt.

It Is the position of the Illinois Slate Chamber that either the definition of
"ienililoyee" should remain unllanged from the present statute or the fourth
part of the new detlidtion should be eliminated.
Liberaization of bZnefits

Illinois business favors ilberaltizitlon of tlre beneflts provided under the old-
age inl survivors Insirtnve progriltn. 'i'he extent of suell liberalization Is
largely a mat ter of economies, of the extent of our indivIdual willingness and
capacity to set astde part of today's production for tomorrow's need, and of
decision no to how nuclh of our country's totat productive capaelty call safely
be diverted front those who are actively engaged li productive activity to those
who no longer produtle.

After considerable study the conclusion has been reached that It would not
be wise to raise benelits to the full extent provided by U1. II. 6000.

The current urge for security Is wholly understandable, and social security
benefits should Ibe as high as we can afford. But security cannot be measured
alone lit terts of future dollars payable. There Is ample evidence to deiuion-
strate that efforts to provide betiefits In excess of our ability to pay for them
cait lead only to dilslllsion and dlsaipolntnment.

To be specille, the State chamber alpprovCs of the $25 minimum primary benefit
amount as provided In H. It. 6000, but favors a modest reduction In the naximum
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primary benefit amount. A somewhat different formula for determining benefits
above the minimum Is also suggested.

Approval of the $25 minimum is contingent upon broadening coverage of the
old-age insurance program and upon effective reduction and ultinmate ellinina-
tion of Federal spending through State old-age assistance.

The formula which we recommend for computation of benefIt is 8as follows:
Fifty percent of first $100 of average monthly wage pls5 15 percent of the

next $150 (based on tile maximum wage and tax base of $3.000 per year).
This amount would not be Increase(] by an Increment. This would establish
a maximum monthly primary benefit amount of $72.50 which would not he
reduced by a continuation factor. (This compares with $84 after 40 years
of coverage, under 11. R. 00.)

Retain the provisions of the present law relating to the determination of
family benefits but fix a muaxinmum of $125 per month. (This compares with
$150 under H. It. M000.)

It Is recognized that use of our recommended formula would have tie effect
of Immediately Increasing costs. This is part of the prihe we are willing to pay
in return for a shifting of tie expense burden from the old-age assistance pro.
grain to the old-age Insurance program. Tils prolmsal further gives recognition
to tile needs of those retiring in the near future who have not had time to build
up service credits either because of age or because they have been engaged InI
noncovered activities. It is further believed that elimination of these service
factors will permit savings in admiiistrative costs through rednctioms It record
keeping requirements and in siplitication of the b-nefit amount calculations.

The $72.50 maximum produced by our recommended formula, compared with
$84 under 11. It. 000, Is a result not only of ellination of tie service credits
but also of tile retention of the ,M000 taxable wage base. Tile reasons for our
opposition to the proposed Increase to $3,()0 will he set forth later in this
statement. It will be noted that our proposal and 11. i. 6000 both provide
for 50 percent of tile first $100 of average nionthly wage, but that we would
use 15 percent of the next $150 rather than 10 percent of the next $200. Tie
effect of our proposal would be, therefore, to provide somewhat more liberal
benefits at lower earnings levels. This is consistent witl our fundamental belief
that Federal old-age Insurance cannot and should not do more than provide a
basic minimum for subsistence. Only thus can we preserve our traditional
Incentives and encourage Individual preparation for the future. We believe it
to be of great Importance to the future strength of our Nation to keep alive
tile desire and the aility of our people to provide for themselves to the fullest
extent possible. Unless this Is done, our very effort to attain security may
lead to destruction of our tremendous productive capacity, which Is tile only
real protection we as a Nation have against Insecurity and want.
Lunmp-8at& benefits

Our organization Is opposed to tile lump-sum deathh benefit provisions of if. R.
6000 under which payments would le ftade upon the death of all insured per-
sons. We see no need for the Federal Government to embark generally into
the life-insurance field. Tie life-insurance companies are doing a coninendlible
Job, and there is no national interest which justifies compulsory life insurance.

We believe that the present provisions of the law with respect to eligibility
for death benefits should be retained and that the amount to lie paid, should
approximate that payable under the present statute.

Computation of average irage
H. B. 6000 provides for computation of average monthly wages by Including

only years during which certain minimum amounts have been earned In covered
activity ($200 from 1930 through 1941) and $400 after 1949). Downward ad-
Justments are made in the benefit amounts for periods prior to attainment
of age 65, during which less than the prescribed amounts tire earned In covered
activity. This is accomplished by tile Introduction of a "continuation factor,"
the proviadons relative to which seem to us to be extremely complicated and
confusing.

The objective of the "continuation factor" h accomplished In the present law
by dividing total wages earned in covered employment by the total number of
months subsequent to 1938 (or the attainment of age 22) and prior to filing of
application for benefits. We believe this to be a simpler way to accomplish
the objective and consequently propose 'elimination of tile continuation factor
In H. R. 000 and retention of the pattern of the present law.
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We recognize that anl Iequity wold result its to those being admitted to
coverage for the first time should all months subsequent to 1930 continue to be
Ihcluled iII the Comiiputtation. It Is our recommunendatlon, therefore, that all
montlis prior to 1,195 during which it person was not engaged in covered activity
uhoul be eliminated from consideration in the computation of tile monthly
average wnage.
Lm111 station oin carinin/s of b tfitvIiarics

We favor the provision li It. It. (000 wltlch would permit beneficiaries to
earn til to $.0 per Itontil t(uJ per year for the self-employed) without being
disqualified for benefits. Tits provision should encourage beneficiaries to sup-
ilenient tih- auitlis received front social security, thus keeping theta frot
being wboll3 tunulnroducttve. At the sa1e thie, the $50 level is low enough to
lore~etilt those counting ill full-ine einployutent front drawing benefits.

Permanent and total disabilityl insurance
'the lrovisions of 11. It. 6000 which would extend tMe coverage of tit, law to

totally aiid peltiallently disabled pe'sonns Meet with strong opplo.sition front 1lii-
nois bIsinessmaen. Extension of the program Into this conle)htely new field
would be undertaken without any adequate data Ias to liroslsctive costs itnid
without any Showinig that there is a national problem of suflicent illiortalce to
warrant intervention of the Federal Governuient.

The liroblti of proving lprotecthion for tite Ilged is obviously of such scoiK)
iid itiagnit ode ihat solution Is possible only at Mle Federal level. lint whtt
natlonial entergellty or country-wide problem exists to justify l'ederal ietion it
thne uisaibility field? Of course, there are those who believe that every need or
even desire i life Is at proper subject for Federal legislation. but husinessinen
|in Illinois do not agree. We believe that thle lirohlem of providing for those
who tire so unfortunate a1s to become is'IWneiitly atid totally disabled tests first
with their families and secondly with the coinmunlthts and States within which
they reide.

Conipulsory social Itnsuratice Is a relatively new conctelit in this cotiltry, ind
here we have tn unnparalleled oppirtunty to subject sue new concelpiS to prac-
tica operating cotiditimIns Ilk tie testing grounds tif our .IS Slates. Wuld, it not
be wise first to experiment. with this tyle of program tit a few of our States if
there is any need for comnpulsory Insurance in this fiell?

Our belief is that the hazard of pernianent and total disability Is not a matter
of such great public concern its to retilire conlpUlsory insurance protection.
Iiather It is our view that thle provhling of suth Iprotection iN primi-Ily a matter
of personal choice, subject always to the obligatoi of tht State to provide for
those who are unable through li fault of their owni to provide for theitielves.
Such alt ean btest bp- supplied, contriilled, antd ihitced by tile several States
through tteit" own issistnnce programs.
''he taxable ivagc baae

Ill the section of this statement dealing with the henfit formula we expressed
our opposition to Increasing the taxable wage hase to $3,6t) as provide in In. It.
6000. By computing benefits at the rate of 15 percent on $150 ier month we
prodee a greater benefit amount than the 10 percent on $200 as provided in
II. R. 0000. At the sate tite, by applying the tax schedule only to tile first
$3,000 of earnings we would preserve the Incentive and the ability of those
earning over $3,000 a year to make provision for their own future security.

Perhaps the most forceful argument agahst Increasing the taxable base to
$3,600 Is tile effect such action would have on tile State unemployment Colpen-
satlon laws. It would seen obvious that It would lie adtministratively wasteful
to operate these two related progratns with different tax bases. It would appear
to be uneconomic to force the States to Increase their wage bases when there is
no demonstrated need to (tt so for either program. 'The reductions In cost whith
would result from adoption of our program of modestly reduced maximum bone-
fits and elimination of disability benefits should offset the reduction lit tax rte-
celpts caused by applying the rates to the first $3,000 of earnings rather that)
to the first $3,00. If additional revenue should be needed, It would be better to
increase the rates rather than to operate with two different tax bitses or to
force an unneeded increase in unemployment compensation taxes.
Contribution schedule

A great deal would have to be written It any effort were made to record the
varying viewpoints which have been expressed In the discussions of tax rates
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At Illinili Stitte Cu1111ei oi11iseeilrlty colilttee and boird of directors mieet-
lngs. Vigorous slliliort could le found for filly pItllou nilIt lit' way fro pIllut-
thig the whole program ol a strict jiay-1ix-you-go bais to t it' t'stlllisilt'nt of
rates which would lImediately cover full acruing liabilitles.

It would serve no iseful plrpose to review tlilt, irgiineni advanced by the
proloiieitts of titie varying views. Sulice It to say liuit lit to' ed a conon
ground was fouii on tilt, basis of iiilrovlig tilt- rilIt' schedule of I. It. t. it0.
M iiy folitl It lioss llt' to slijll tilt thIs col itull io il tilt gotild that tile 2 per-
cent raht, on eimployer inl tniuioyce woid I,' effective fron, 1151 to iiti) all
that Itilile oiportininty wilt exist for further study and decision on tills piso
of lie liatten before the hitter date.

P1iIIIie ARSIsTANt.K: AND \VFi.FAII' SEiVICI-S

I|ere i agallil W(' 4 t' to ii .itlsub I iect nit whh thIre Is tt Ilt or no divergeiee
or otiolinn iiiig lllh iiiii lais bi iii. nly artr llli'iqllivotlilly Oliosed Io lhe
('xtelnslion of ,Pederll ilt a iellihaI lo i this lhi'h 111 Inslst Ilhiat extesloil of
coverage ail I ietixt. in heiielis uiiit,r tliv otld-iigt findt sulrvivors Iliiruiee
progauii iltilst go bll ii In ii iill with i re u ti onl l 1ii iiut ii u1i ite I oll of

'4delerali s lendhig for relief. 'I'le Iulillc axslSI lt't Inovilsio s of II11. I t. 0100
nire, of (course, ioiiplotely lincoipiaitille with thils view.

'he Icllgi I to w h101 t is sliti ielit tis ahlieua y g owni wIll ot pernii In l-
vidtlull tllstllsshll of tilt, vailuh11s exteilsiols of lt'ehilt ali I litotilt, Stes for
thir dlli ilmlhbus to tile needy. We fire strongly 'ppos,d to fill such extelislois
andit for tiliitl lt-i sxiue riasoiou iII every aise. We lletvtI that Ilie greatest
1411tile tlhrent tIo lllw (olitutd wtellhehig of our Nation, asihe from lie thlntval of
will, Is the lirevihliice of ilie htea ht we hivei all Inexhlmstibllhe l'tedtral Irneslury
lii)O whIhh wi' Plll lhliW It) itIeIt our every ll(ti. rIte xel lillt ittil of Ilt tiax
raising front the I lax steiltlllig elgtiviex ol ilbultes nlih to t his llhtxltsl.

We believe thnt once tile ol-Age alilr suvlvors Insurance ptrogiai Is extended
the F'teral (tliveriuelnt (itll aind sholui liegin fill orderly wIlldrawtal from the
flehl of lurovidliig lssslnce to tilt nt ltdy. Thilt task ciait lie audild mlOro
elliclently lunt evolloili'nltv by tiln' 4tiitts, andi If F'etderal spieninlliig Is Cult ' tlled
so that iiore lax sourct's vuin he kept avallule fot tlie Stite governments. tlhero
Is no reisoii why the uusxituee Iputgrinsa cinuot be lhnneed by :;ttle taxation.
(Ilnly thus cai lth.e resiponsile for distrilmilhlg til II' respotusible itso for
raislig t ll h, 'tVt lllvt llte o l t hul (liii sO iiileiS re tf control over such
expeuilltire be regained.

CONCLUSION

We hlave approached our task of speaking out tills Insrtanlt rubjieet for
Illinois lusliness with it sese of resionttlllty. TIe Isltoix which have been
tilkelt represent tie Ithoughtfl anti coisiered Jdiittgient of nuiny responsible
inen. This Is the basis upon which ctlim Is intlde for your coilshieratloil of
tel'se vh'wx.

We appreciate the fict tMit your responsildlity to guile the thilkilg ai
decIslom o the Congress Is greit. We call only hoivK, that this preselittitloil of
views may prove to lie helpfiil to you lit the dlscharge of thitt respontxlillily.

T'lie CIlAUIMCAN. )o you wish to sttpl)lenient that?
Mr. STURTEVANT. I would like, then, if I may, to briefly bring to

your attention orally some of the aspeels of our position in respect
to 11. It. 6000, as it supplement to the prepared statement.I I think Ir. Chitiritan, at tile outset, I slioul( make it clear that
the Illinois State Chamber is of the opinion that the Social Security
Act does need revision and liberalization. I also think I should make
it clear that all of the recommendations which we make with respect
to extension of coverage and liberalization of benefits are contingent*
contingent upon it wilingness on tile part of the Congress, as embodied
in legislation, to start on a program of withdrawal from the field of
State old-age assistance programs.

We believe that, at the outset of the social-security program, the
entrance of the Federal Governnent into the State assistance pro-
grams was largely intended as a stop-gap measure, because it was
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recogilize(d tihat, tile social-security systeili was not going to be broad
enough in coverage. not going to be adequate for it good nuny years,
and that consequently there would lihave to be some interim assistance
to the States.

We believe that as coverage is extended, and as benefits are liber-
alized, as we shall propose, there call and must be it withdrawal, lilt
ordelyv Withdrawal, of the Federal (overlilliilt front this State field.

Now , going to the specifics of some of the aspects of the bill. I
would like to speak first on tile quest ion of extension of coverage. We
believe that the Social Security Act should be broadly extended to
cover till emlployed people ant sel f-en oyed to tle extent that it,
is administratively feasible. We believe that in the present bill tile
exclusion of farrliii 1s and )rofessital peopl is not justified. We do
l)pose, however. tilie extension of ti, 1c t it) tle Virgin Islrds and

Itiet) Rico fit this time, on tile groindii t , tile situation there, ill
those islands, presents it problem that is so vastly different from that
which exists in tilie continental United States that it should be solved
separate fuld apart froni the prograili its applied to the United States.

ANs to favoring the broad extension of coverage it this time, we do
it partly with i realization that the extension of coverage oil a piece-
meal ai1d continuing basis would create new problems in the future,
because every time yolul britig ill it 11,w grotiup of people , such its we
fire contemilting loiig nw, you create lulels of iiiequity between
the newly covered aml those Who have been covered.

We feel that, we are already ill the position now of having to, take
positions for those who have been ill covered employment for a good
many years, which we probabilV wouhl not Want to take if it Were not
for the itie(piit ies which might he created as to those who itre just being
brought into tle program.

Senator Mih mi. Miay I ask this question, Mr. Chairman?
Iow do1) you disti iguislh tlat from tfie private insirancecompany?

New people ate coliing in every day; new people atre going out every

hh'. STUrTEVA'r. 'I'lhit is right. Buitt they di) so otl a voluntary and
iotit (iii a Conillsoiy basis. And the betietit.s whichl they buy under r th1e

private in1suran111lce p'ograllis. of course, are directly linked to the amount
of fititciil coiitiibution which they make. Aitd while there is a rela-
tioinslip between tile tax cost iii tis program and the benefits, there
is not t lel slitte relationship.

Sentitol' Mtraii.. Ini other words, you are saying that the public is
making a substantial contribution to the whole system ?

Mi. S'ruTrrl.'EVANT. Correct; a very great contribution, which may
glow ti4 time goes oil.

Seatitit' Mtuw,xuN. I)o you believe ill compelling professional people
to coe ill, if they do not want to co1e in?

Mr. S1tRVIN'r. Yes: sinc(' social security as It whole is a COMpill-
sory program, We see 11 reason why that segment of our economy
Should be singled out, find excluded. '

Senator MirI'i NN. Is there not a listingt ion, though. in tile case
of a man who has at least a theoretical independence and Who elect,,
to take the gains if lie tilt get them of our system so-called free enter-
prise, tilt(] who elects t heoretically to take the losses, once having miade
that )hluinge? Is there not a distinction tllere, between that kind of it
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ttit' )tl not coming tdown here every year 111ti4 trying to) get. fill tilit'
itllolty (1111o gtet fromt thn e, e'i 1~rtt't

Afr. &'ll-tTrIVANT'. lhtt, to Illy 11itit, ai1i1d vtin will HInM it. from our
statemnitt, is ont' of tilt tititigs whlivth we ivelit'vo is 1111ltig thlt gretst
threats we have to the t'otititiltetl liIoy1erit.of I his voitit iv. TLht' sell-
Arat ionl of thttx Spending from (t, taox roi1silig SeemIIs to tot' to lit, otie
of t he great evils of out' 1tge. It is vt'rv vosy for pe~oplte il NT11
mnt, inl local goverilitent, t) spetndtlF'deil fitlils. wlit're Iivy nrei
not, rt'spOtisible dirt'ely for t ho raising of llhost' fiuntis. 'ITt'v, ore1

Jnot11 i1tl stthjet'I to tw "11111 0 t'It rgts its a nvot iset to ri int I 14) Wash-
in1ot 1111d get. wvllit they think Inoy t'outt' fromt Hottit' other sourt''.

1&1,1-thett' hink thel Itottey t'ollt's fr-ont is it ivst erv to tite.Sentt or'R~o. l'el iohl evtervhodv von ktti w is ltumnon, i i'io

Mr. S'T'UITrI'V.N'T. With OIi e el to 1I1 rt eloited thirst jolt of dtlitill
(if "vinjiloveix' I should like to st itt) (1t1i' st rotig opo'wit itti to t lit' new
dt'illit iou, itt a 'tiitt rhiv Io plitgrap .)11. wht ich grait t ven ry toIit aind
pt'ot't it'll IN.1 itimttitedt thscettiol oovrage'o tit nmoveratjzi of vt'rt i t
ot'ettiets;of our' petop~le. We st'r no reason for rita tigitig te di'lilii ionl
0f ietliplovee" ini tite ptrstit titt. Thtis ittiitlet tof tcovtetrigte of t-'nt-

pioyt'ts or tho detloil bit of "t'ttployetes" wits very t'xhoutsl i vt'lN sItutdited
liv this vouittt e witeltit, ' t rirot resohltiott wvis tidopt t'tl, 111td I
tfiitc either stilsttit itlly op1 irovt'd. i

WeO see Ito relosOit. parfl1111Ntt. l iowy tht it.e'sit of t'oN.11i'tigeti
going to 1W gtrtnted tti st'lf-Prtitployed, fotr britnging t test people litii s
emloyed3''i pt'tiplt' where tile ni'ebianit's of t heir t'vriri 1111 going if)
11t0 eXttiilIv' ditlitelt, if no0t ittiplOSSible. ANe will perinips lt'ovrt tht,
for filrthot' expiutsioti by patiiiloarly interestedl gt'oll .. hitt we, do
Want, to register wvith tUi4 eonlniit'eo tIt 0 g'tet'l feelittg of Illittois
business thitt. there is nit eetd fotr extension or htitg ili t it) defitititi
of 'tetiifPOyeo 1)

Setuttot' Kmmt. You think tlt) extenisioni shttilt lie, biy dirret legishit.
tioll 11t1t not b1y deltitioll I

Mr. SrirVN.Not byN ndiliistrt'tive tlt'titil nd11 diservt ioul-
arv fiction, wbjt'ie huve 1111t0111 too i11te0i of itt this connil ry, I bel ieve.

TIhte CHIRMAN. I tiiik tlke is4 it goodl deiti of fotrce itt'Yotit obset'-
voti nt,misute wt' are propoing ntow tii ovt't ( lit' self-ettilovt't outywoy.

Mr. ST'URTttCA Ni. 'rT1t is right. Yout tire it talking tibtit eor
Ao versus titiittoverttlo

soils, it steitt to innc1 whty Sonte it'rsott wh'Io is itot ttl Qnttiloyne stilt

bitilltessiilil. thetrwiste, youl hoyt' titoto ioly ilt t his ctuit tv titiw.
D~o ntot wort'y about that. Vt' ('tlt retsolve 1 tern till we plteiste titiotit it.
Bitt. Cttrried to its hogieti coniehttsionl, it. Inst mQinois liit.

Af'. STiUnRTEVANTr. We thltik tltud. thr lt'Would lie gretat volijiliva-
fiinus, tilt, vaulset by this del'ittitioti wheti it Coties to the jiossilo ex-
ttension of t hat s11ttue aicit' on to uptopinle u ort, ttiidt'i Stte utlthilov.
nit -eonlipetisttt loll iatts. Fori t'xtllihilt' tin' really svi f-t'iovntl pett-
pue. whto would fatil withili the 1mew dt'tittit iout of tlip tid, ce'i'toitilyl coutltd
noit felsibly NA btrought Nv'it hit tutntiployttient t'omlltisit iou.: Anid
still thereo is Som1e1 Rtdvtlititge, it svems1 to tle, inl keepling those two tints
sometwhatt cor related.
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cl4 tNV olit'I le(i esti oil of I il I ii I izil Ii loll of hteleits. we lilt vt' tltev'lioptl
it fo III'iii hi Nvi t I is siiiiliit dift'entm fro(11111 in ill I. It. (1000i. To'
somit ext t'nt it is morei't 1liei'iil. nIIII toc sonlit' extelt it is pei'liiijis hiss
libl~ti . We' do faivoir th lit' c'ellse ill thle miii lioill to $24 pvr 11icinthI.

lii' lieiii'lit would Iv '1 al lt-''tt'it of I lit' first $1i41, as is tlit ellse inl 1. It.
6000tt, It Ild IIN jeret'lt ofi Itil xi $1 i0. Its diist inigiiislietl ti'oii Ii ptet'lit,
onl I lie' nlem $200 Ias jIi'ovid ill'tI i t, pt'nldiiig hill .

Om.ii fcliiiiiti a Ilxii (1tait (enl1l1t I'S no4 serv'it'e iiileWin 1a1d lit voil-
ii iiliatl ft't or. ' I',lIv restilt wvonlli' I. lint mu'l fcil-11 n Id v l li roilit't
ila xilliiiin of $72!.,W ier ni'nth Iits list iigoilit'il fritiii .I'M e liv i I tl

lift er Ii) Yeni's oft sorv he, nIIdt'i' I. it. ti1000i. 1 t hi uk 1 it'i-li s it iii iglit
hei', lp fiul list to illuist rat e I lie oijerlationl of mlu foila11. ver-Y lnit'Ily~.

.11d 1 1 i, (00. if we Inake it Iiiali wvith Ii $o $Iliverage silaryu. heo
wvonlii get ,%0or iite first $10 l it i $%,20 for the iiwx $201). or ittni
pi iu y lieil of $70: andi I ht'ii ill this illiistrliiionl if We asnlie11t
tiV O'e'igt 90 ii V0i1 hites for 5i yt'aris, t it ilivtivnieilt wouldl limliti a iit hieir
$1. .,). our $i 1. 11

Nocw, oii Ite basis oif oiii in'oi osaid, lit, woiulhd gt' S',o2.b) nucIlei' t 11t
1,11i11 Sittnat loll. been lust' mei op i'viitvt uti I nii'I s :oil mit' uniinm I.,,00

''llie ('ii tnuu AN Yili th lik tiwt wage' baise shonultd reiniln lit, $3,000?~
MIi.lr rAN'. latlii'i thl liii i lig int'rt'aseil to $3.60141
'I'm(lllminim TN lo $;I,(1oo 0o' $ 1,800, its lis het'n sliggested bky tit)

MIri. S' I u~I~V,%N'T. 011i-11-t. We believe thiteie tire uitill itdvitiges
illi ieepiiigthli wagte has' lit $1.ll(hl. I'llit it-Illirly whell tilt plrogrill is

iiit'l'eso ill balse for Staott' Coimipll~vii. eltnsaition. We see lio
iitetd of it. Ilim wt' See maptiijliitin.lll't itiila ily Iliiltr tho
11i111i% piilt t llsioili pliiis, wh it'li ha1ve ht't'ii dlvelopt' ii it $3,000)
vvllgi' baste. Wi' I i itil( thlit innt'itt of thlit $3,000 l ~ge haot will
uII~o Ieitrliit gre'ateir indiiutl ti o IrlIunit v fill st'lf-primln atition for'
lilt% flitiutuelit levtels luoret'Ihat. \.' I lillk oo' fouiiln is soiiw~hiit.

Mutd w~orkls w~it lit tcomplict'ion oitcf theu ititrt'iit'W ntdui tile' Cotlinuti on
fact ill', whiiet wi Weh1i14 ratthei' c'titfiusiiig.

Thela i''tct W'onuld lit to illt'ri'ist' th' c'ist iunuuietliitehv. ()ir - t'ogr'iill
Nv'onhd iiiilst t Ilt' It cial I txpltlit uu'ts, wte helit'vt, n11iidc'Sou'i il st'tiii'it y
ait t his t mu'o. But wt'( twlit'vt thiat inl so dong, wi' will he briinginig
bt'nc'its to t hose Who arit, ill Inlor't iiinnt'ditc' uut'e. Anil is I saidl it
the' bvggt'nning, it is liiikedt With tiil Iibsoliitt C'onittion tluit filt IA'ttt'i'11
t loverm'nienlt groliilli' get out of tOhi Stlt e-lissist 'Iit'field. I

St'iitou0' NhILLu.iumx I reailizte that (hoi level is ilithereit iut ditflutilt
paruts oif Illiiiois, lint gmt'ilySI it'kiiig, Whaiit wiull Yout st' is t he
litvi'uigi' siubsistt'iii't lii Il l n ht Stil At' Alf Illilliuis .

Mir iui'i'i. Well, I tlr't really feel 1ituuililit't to icuiswei' that,

SVItuItIii10' MIMAiiiliN. W01l, it 11it8 gi't't bein't'ig oil whitit yott atre talk-
lng itbouit.

Mrt. S'rm-miN't. Bunt I Nvotilcl sav tlint teen ciit $711.50) iiiixiliiiin

t00803t INlit. i.2 -44
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Senator MILLIKIN. All light. Now, it moment ago you recom-
mended a $25 minimum. How are you going to make good the differ-
ence between the minimum and whatever you say is your subsistence
level in Illinois?

Mr. STUITFVANT. By State action unassisted by Federal funds.
Senator Ml 1ItN. If the State will not actV
Mir. STUITFVANT. Well, we believe that the States, given the oppor-

tunity and perhaps some minimization of Federal taxation, call and
will bear their own burdens. In other words, it is going to cost us
money, whether it comes from the Federal Treasury or whether it
comes from the State treasury.

Senator MILITAIN. I suggest to you that the reason we are here is
because of the refusal of local communities and States to take hold
of the thing and do the job on their own. Now, what makes you think
that if we gave them another opportunity to do that they 'vould do
any different than they have in the past I

Mr. STURTEVANT. Well, in the first place, you yould have a basic
floor of $25, vhich, as you say, is a minimum. And we do not suggest
that the Federal aid to the State-assistance programs be completely
abolished at once.

Senator MILLIKIN. A slow-strangulation process?
Air. STRmTEVANT. All we say is-and I would like to cover it later-

that we certainly and vigorously oppose the expansion of these benefits.
Senator MiLmaxiN. I respectfully suggest to you as a practical mat-

ter that you cannot maintain the $251 minimum without continuing
Federal grants-in-aid for public assistance.

Mr. STURTEvANT. I believe you are correct, Senator, to some ex-
tent. And that is why we say that the Federal l)'ticilpation should
be minimized and there should be an orderly withdrawal. This $25
minimum under our proposal will not be effective for very long, we
hope. We think that with the extension of coverage, and with peo-
ple in the present employment market, they are going to be earning

nefits far in excess of that, under the Federal program. And the
residue which the State will have to carry will, we hope, be so sub-
stantially reduced that they can carry at least most of the burden, par-
ticularly if they only make distributions to those who really need it.

Senator MILLIKIN. If your clients read your -testimony, they will
see very clearly that you are against sin.

Air. STURTEIVANT. NOW, with respect to the computation of bene-
fits, I think I should bring out a very closely related matter, our
view with respect to the computation of average wage. We prefer
the continuation of the pattern of the present law to the adoption of
the new approach of a continuation factor. We recognize, however,
that it would not be proper and feasible to take all those people who
are being brought into the coverage of the act currently and penalize
them by diviling by the number of months of time since 1930. So
we propose that in the computation 6f the average wage, the months
of time during which people were in noncovered employment prior
to 1950 should-be excluded. Howeve, from here on, again, starting
from this new starting base, we think that every month of passage
should be included in the divisor, so that there will be that penaliza-
tion for those who do not continue in the employment market and
continue in thepayment of premiunis.
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Now. the effect. of that would be to penalize those who are in and
out of tile employment market sonmiewhat less stringently than the
continuation factor would (to it. And again, we do that in the hope v
and expectation that sonmethitig will be done about Federal aid to
the States, and the miniimization and reduction of that activity.

Senator 1MILUtix. WV'hat voi are proposing, in a word, is this: You
want to shift your general tax burden in Illinois to the employer
and t he employee. or a l)art of your general tax burden?

Mr. STI'T ,-ANT. ]it )MI that is truI'e. We believe. ill other words.
to the extent we possibly can, inI making this contributory Federal
system work, since we halve it.

Senator Mia.iKiN. ro the extent. that you decrease your general
tax burden in lllhois. we will make up the reduction by bringing
the savings down here to Washington.

Mr. STUIrrEv.Ax'r. We would hope that you would leave it there
for uls to do something with. ourselves.

On luml-Sun death benefits, we oppose extension of the. lum)-sum
death )lImvh{ents to all covered peop e. We doii't think there is any
necessity for the Federal Government to enter into the life-insurance
field on a Nation-wide coilmlsory basis. We feel that the granting
of death benefits under the present terms of the act is an equitable

rovision for the taking care of those who pay l)remniums and then
die and (o linot recover their benefits, but, we toi not believe it should
be extended. We think the life-insurance companies are doing t
conmendablh, job in the life-insurance field, and we (1o not favor tile
extension of the soial-security act into that field oii a wide.nread and
all-inclusive basis.

We also go along vith II. R. 6000 on the provision which would
permit beneficiaries to earn up to $50 a month without being dis-
qualified. We think that is more consistent with the present economic
situation than the $14.99 that they now call earn. We think, too, it
will have some measure of inducement for )eople to help supplement
their benefits, which necessarily must be modest, and permit, them to
help themselves.

On permanent and total disability, we should like to register our
very strong opposition to the extension of the Federal Social Security
Act, into tlie field of i)ermanient and total disability benefits. We see
no national situation, no national emergency, no problem which needs
to be solved by compulsory insurance, at that level. We feel that that
is again a problem which should be solved at the State level, and we
very strongly urge that we do not extend the Federal Government into
this field, where there is certainly no adequate data as to probable costs
and there is a tremendous problem of policing those who claim to be
totally and permanently disabled. Even the insurance companies are
very loath to enter into'that field on any broad basis. And we believe
that the matter of taking care of those people-and they have got to
be taken care of if they are in need--should be left, first, to their own
families. 'T'hat is the way it should be handled in our traditional
way. If they cannot be so taken care of, then we feel the States should
handle their own burden of that kind. We don't feel that that is a
national problem.

I have already commented on the taxable wage base of $3,000. On
the contribution schedule, the tax schedule, there is a day's discussion
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that could be had on how that should be handled, I suppose, but after
much discussion we have gone on record as favoring tile rate schedule
set forth in H. It. 6000. I think it is proper to say that some of us
have been willing to do that, knowing that, the 2 percent rate called
for by the present act, which would be effective from 1951 through
1960, will leave aniple opportunity for further study as to the tax
rate, and there is not nmch difference between the present tax schedule
and the proposed tax schedule prior to 1960.

Now, the next portion of my statement is devoted to public assist-
ance. I think I have made myself fairly clear as to our position on
that, as being very strongly opposed to the extension of tile public
assistance provisions its proposed in H. R. 6000. We are not, propos-
ing specific legislation to Inlinlize them at this point, but merely
registering our position that there has got to be, we believe, a with-
drawal.

The CHAItMAN. Do you want the assistance programs to rest on
what you hpe would be a declining scale, rather than tin increasing
program f

Mrr. STUwrrFvANT. Correct. We believe that was the original inten-
tion of the people who established this act. We are very much con-
cerned over the fact that the trend has been absolutely intie opposite
direction. And so we want to register our hope that ways will be
found to minimfiize that part of tile program.

The CHAIRMAN. There is considerable number urging us to go all
the way on the assistance program and let the o(-age and sturvivoi'
insurance program alone and forget it. Wiat is your position on that h

Mr. STUJIT-VANT. Well, of course, we are opposed to that. After all,
it is very nice to talk about taking care of every oe from the Federal
Treasury, but the Federal Treasury bas to get its money from the
peoplee just the same as anybody else does; and-that money has to conie
from productivity. There is iio Dagic way to create tiny retirement
benefits or to take care of our people, except from the productivity of
those who work. And we don't want to see anything done which will
lessen the incentive of people to produce, because if it were not for the
tremendous productive capacity of this country we woulh have struck
the rocks long ago. It is only through outr tremendous productive
capacity, and the continuation of it, that we cali see any hope for the
future.

Senator MmmiLKIN. How many deducts do you think our economy
can stand? Along with dues, taxes, social security, it is now proposed
that we have national health insurance deducts. The limit is only the
limit of the imagination. Have you done any research oi 1how many
deducts the economy can stand?

Mr. STURTEVANT. Not that I can report, at least. That is a question
too, I suppose, of how much our dollars are going to be worthi one oi
these days. If we keep on subtracting more and more they are going
to keep omi demanding more and more of that which is left. And that
goes on to the costs of our goods. Ultimately we can't have anything
but further and increased cost of our goods

Senator MiLIiKIN. Would you not say that certainly that. problem,
if it is going to be met, will have to be met by a constant increase in
our productivity, sufficient to render those Oeducts bearable?

I ./
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Mr. STURTEVANT. As I see it, there is only one way to solve our
lpwoblem on that, and that is through increased productivity ill tlefuture.

Senator MARTIN. May I ask a question, Mr. Chairman?
T'e CHAIRMAN. Senator Martin.
Senator MARTIN. In your study in Illinois has productivity kept up

with inflation? Has increased productivity kept up with the inflation,
the decrease in the value of the dollar?

Air. STURTFVANT. Well, I am not really qualified to answer your
question, Senator. I am not an economist. But I would say ' no,"
just as a matter of my own personal reaction and opinion.

Senator MARTIN. Think that that is the thing that an organization
like yours ought to study and give a lot of consideration to. because I
am just wondering, sometimes, whether we are not merely fooling
ourselves, and whether we have really increased our productivity as
much as we think. There is no question but that the over-all income of
America has greatly increased. But there is the question of whether
it has increased because of increased productivity or because of thedevaluation of the dollar.

Mr. STURTEVANT. There is certainly soiie increase, to a large measure
I should think through technological improvements.

Senator MARTIN. Vell, of course, we are entitled to count that.
That. is ai part. of it.

Mir. STURTEVANT. And how much of that offsets ttie other factors,
I think, is a matter, as you say, which certainly warrants study, and
I ami sure it is being given great study by economists for business.

Senator MARTIN. I (to not iiean a study by economists. I mean
a study by men that meet pay rolls, and meet dividend requirements,
and so forth and so on.

Mr. STURTEVANT. I was thinking in terms of economists who are in
business, and not necessarily -

Senator MARTIN. I am not criticizing economists.
Mr. STURTEVANT: I understand.
Senator MARTIN. But we Iave got to a place where we have to use

some good hard-headed sense, aind get down to brass tacks.
Mr. SMU11TEVANT. I certainly concur in that view.
Senator KERR. How long have.you been associated wi'h tile Illinois

State Chamber of Commerce?
Mr. S'ruTEVA~NT. Well, I aiim not associated with them in an official

capacity at qll.
Senator K Ert. I understand that. But how long have you been

associated with them?
Mr. STu rvArr. As a member of the committee? I have only been

on the social security committee and another committee for a matter
of 2 years, himself.

Senator K ERR. I personally want to thank you for your very fine
presentation of t'he factual data you have gi;,en us. And I rather
gather from what you said that apparently there are a greater number
that are doing better than ever before.

Mr. STURlT'VANT. A greater number of people?
Senator KERn. Yes.
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Mr. STURTEVANT. Well, certainly our CV0itonitv is at a very high
level at the present time. Whether or not that is du to spending
tile next, generation's productivity or our own may bie open to some
question.

Senator KrRnr. I was just wondering, here, whether we were dis-
cussing causes for it situation after agreeing as to what the situation
was, or differing as to mlhat the situation and the causes both were.
We are kind of in accord that the level is alout the highest we have
ever known-you and I.

Mr. STIurrVAN'r. There is certaiulv no titdubt about that front a dol-
lar standpoint. I think it is true. p'robalv true, frout a net-worth
or spend ing-power-of-the-dollar stamidpoint. But, as I say, 1 an1
not sure personally--and I am very humble ahout this-as to what
tie answer is going to be in the future. We can all live lavishly if we
borrow money and spnd the borrowed money. I could make ai great
splash if it bank would loan in enough n11olieV to go out and have a
very high level of spending ability today. i am somewhat, afraid
that our whole national economy is in thiat position. And I am ntot
saying that with any feeling that 1 an1 tle one who has authority
enough to say where we are heading. But there are certainly% mautv
of us who have great concern as to whether or not our appare't higi
level of today is a result of real proserity, or whether it is t'he result
of spelndiitg what. will have to he produced by tile next generation.

As I say. I am sure I have tle support of umany of you who have
been worrying about what may come in the fturne.'

Senator KERR. You think, then. the more l)rosp'rous we are, the
more we ought to worry alout it?

Mr. STURTEVANr. Not. if you are talking in terms of real prosperity.
But. if it. is borrowed prosperity. that is another thing.

Senator MII.IKI.. May I congratulate the witne, on his autswer.
And may I suggest, in connectionn with Senator Martit's comment,
that. we h'ave not iitreased our individual pro 'uctivitv during the last
10 years. May I suggest that. the productivity *thalt has increased
quantitatively fs the result of tile enormous ladditioit to our labor force;
that we have not, in fact increased the produ.tivity of our individual
worker for 10 years. And prior to that time we had an average
autal increase of that kind of about 2 prceiut. fiom 2 to :1 percent.

The CHAIrRMAN. Any further question?
If not, we thank you, sir, for your alpearance and for your coit-

tribution to the issues that, we have to fatce.
Mr. STURMTvANT. Thank you. Mr. ('hairnian.
(Tile following statement was submitted for the record :)

STATEMENT OF IIAOLD IB. 0Oit"., JYPlF.FiNTINO TilE ILLINOIS STATE CHAnMR oi

Mr. Chalrmnn and genttlemen, may name is lanohl Ii. (liwsl. I am eom'ptroier
of 1. 1). .oitkey & (o. of Mendofa. Ill., oind n memler of th sowinl-wscurity
colnnuittee of the Illinois State (1ha1nher of Conmmnerce. ''im 11llllnols State
Chamber of Conmmerce is it State-wide clvih ahslhltoll n1nde tip of 8,0)0 huil-
utessmen from all types of enterprise In 242 Illlnois o comun tles. Its social-
security committee hns given lng and serious co steration to the provisions
of If. It. 6000. discussmig them from the stindolpint of their effet on business
and our etitre econoiny. One of ouir nittlmers has presented a statement and
testified before you generally ol the provislas of this legishtlon. This state-
mntit concerns only one of these provisions, that p rtiultig to the definition of
"employee" and I Would like to outline omue of the reasomis, amnig others, why

840
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ear orgilttion revoiitllellds 11 eltltige III tihlt present colltept of eitployer-
elloyee relationship under social settirlty. 'T'hlat reason relates to tlte effett
lh' lrolhisal wouldl have on Ainy owni ind sitmlatr comtpaniles.

The collpanly with I re lresenit Is In lte "slitli lusitness" category ant no
doutl Is represetatillvt' of tlet tlhoulsandls of Ilit|.,es In tile Smle group. Iie
to Its size and tiii' tyIpe of produtsls l protld, It hits for years tmairketed Its

gods largely tlhroughl tt lledlun of mianuifaturers' repr'sentatlves. Tht, gen-
'ral etlhod o(if open itof iI anut titalt t 10iter4's represeilt lltllve Is to relll'it8-t it

nulber of tcompalies III allied IlAWS M-hh101 arlt' lotittltlllg. A lullllfavltrer's
retresenltiv e nitay le ilt Inullvildual, a siligle Iroprietors ip. f itrtterslhilp or

even ait'lorpolrtio. Itgardlteas of limines stlnrt ure tilte rPlatIMlIlhllII hetWPI
olr collilltly fitndi the l'repesenttivte Is exactly t hlt saaell.

A litittitifalt rr's represiitiivle's oliens
l l
tt Is loll i derived entirely frolml tolt-

isslotns linsed oil sllpmts Into ltu territory il which l ol l-Illse. Out of
tites.' comlilssilons lie lutist piy hts Irivel atid blusliu'ss extensl ts. litre the eill-
IlovtYs who work for hlil till gent'l'tly IhitaiC I'ls eiit lre olsratlos.

]hltsed t t ttlitl lt I rpl al lont tand iisl'trvillolt of lit elliigt' 
p

olpose'd
Il part 4 of lt% dlhlittlolt of "elotyte'" It apliears we aind otltrs lit a slihiltir
position ar' Iieadted fot' it lnltddle whltlllIaly prov' vt'y t'tetly. We halve ialwatys
tikeit lht posi io l t fitnd rightly so. that Itest ntutiitfntit'rer's repiesent tilves are
Inhl lten t'taitt ioetrs. Shoulhl II. It. tIkXX). lit Its present form, ht'oitt'l liiw,
It Is etittelvible thatt Ithie'se nrrmil~elieltts might bp tonsltrued ho give rsp to itl
eplp] oyer.ttlllltoyeiu rtlll illshtlj---dplheItlllig tlliol tIn' whi alld (11ney tif tile
'Irtasury IDepr'telnlt. Suih it volllt'tmlhtsll wotll I' 0tronlltis.

Ili our tolitpainlty lti' s iite sales tianligt'lit'tlIe Is 4stld for i lIi types of repre
senttilve's mttenttioned In illt eierlhe" parngrph. lit view of tltis It Is dilihtult to
foresee how we coull It' exlieeted to determttit' What lIsls Io lust' for wlthhtoling
lit% li t't.ssitry lt xe tit, reltortig tarnilngs. To it hlslill'ss worhl lreildy over-
llrdenld with ril tale. regllaIhtil.. iill rteotd.k ,tping reltli'intels. such il

ithlillIil illwaIrrilitted lo milglit bting dilr results.
Consider also the dllltti t lhe "emply-ee Ih' Is rtt'll til I ell'lo~vet" of

the three, four, l\' l ier Io ilrmts lit' replresenttts. ERuth of tilt'ii cttlhi'ts t'llll-
ueenrlty taxes froin hlilm, perhilzp evein ile iitiXIlllItItl lit tlt emaf l he. lit tlst tile

a eltlta for reftttndl, getllng a slatleatlt from each of tt Is so-ealhel ttllltoyeir
it t tlie atnount of tltx dedlcted. The elnployetrs on it ie othr hlnd have ach

Inillvuliilly pildid ioehii-'ttii'l} taxes oil tIt samtel lirson's earnings lit hlttl'r
resliectIve lnoitllotts. They, hiowevt', hve nol tavot, Ourse lii getting i refunitd otn the
ex'ss tity laiv' ili.

Alohn the same velh, find following the reasonillg I I lit, present licoline tax
wlthhohhllig r'gltiott s. this tittitiP "t'lllit.t'' Ill thl ( wo lile caught lii it ntt(I't try-
Ing to tlie i W-4 form with Its "emplolhyers." If lit, ehillntel Ills exelimpltions with
all of tieit Ills wlthhollig Wolhi Is' wholly Inittltltllati'. If he I ted to liltilon
hits exemtiptl tns he wotll gless wrong tittdl probatbly overpay. A nis tiny wity
you look tit It.

If. It. h IN) already extend s ioll.etttrlty coverage to liost' hnivldhls by
IhIcldl l itltt 1it SelPf7-01phyetd. Tilt, propisttd elligi \itolil tonly cotftise ilie
Issue by also trying to lmaitke tllem loyees. It does nothing to extenil eovettigo
to it single Intdlvihual ilnd Il our oplinlon tle deflnltlot of "eitployee" sldilh re-

litl utcltihanged front tile present statute, or the foutrhl part of the delltlntlot In
1I. It. W040M shoiuhl Ie ellilliated.

TI C AnM.mN. At. the special request of Sellator Kerr, I would
like at this point in the record to itsert. a statement oil social security
by Harvey At. Black, executive secretary of the teachers' retirement
sTsteti of Oklhioma, atd chairman of the National councill on
'1 cacher Retirement,

(The statemomt referred to follows:)

STATrIlRNT ON SOCIAL SECURiTY HtY IARVECY M. BLACK, EXECtTIVE SECRETARY OF
Titm TEACIuEIRt' UITIREMENT SYSTEM OF OKI.AIOMA, AND C-IIAIRMAN OF TAM
NATIONAL COUNCIL ON TEACllEit rlR MENT

(The Natlon it Council ott Teachbr RetIrement Is it deptmelint of the National
EducatIon Associaton)

Frofit ulmerotls coitts with thp teaclterm of Okhthoma wLlch have been
mnde Iprhlrlly for the plrpose of asertalnng their thinking In the itttter, I ant
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(ott1'illml that tie. tvarln'rt of t111 itia tttt art' tpolilhi to till' 111woVIttion In It. It. 1100t)
wht'rrhy mmu'ntorstt tilt' tontrtn' relt r'Almnt sysitet'to ti kinhtw iy ho
broughtt mntit'r Wdoeral tttn'il secitrity tln'otgh it rtfotr'nlito vote. t bilt
of tip' mermtt tht' tt'aein'rs' mrot I nt mystvint and lil't, 't M411111 cot'il tinl
Toao1ele't lhiiott, I poslits'rfulliy tvqtn'st till, inott 441't' 1111 litnni t t he f tin' liet
StnatN 13onati' to tttrikt' out se'tot 21S (d) 1 t h'glinnitg with lit' to. %I. K2,
to aRI Including line 17, p. M3) of It. It. tk) nut i subsituto tin'rtor thoo

"(7) teil agrootuit11 shah11 0eVeiudot'ilt hittlit jitpoy's int tltitttitl covt'vtt
by a'it'nlnt akvmttetn its prtwiusiy (Iit'i III taullseoth ion) (.i) ft t11is
mitro t",

Thein reatsons for oltpoisition to tN hepfttn rt aovislinre as follows
1. It IN lsil it alo to nasuitn' titn' o om f t0kitn'nu would tn't provided lintit

a tt'tein''s' rotitvttn'nt 11111i it soviti.st'ouriy prt'gran fore Its t ai' erints witi tilir
Stilt%, t'taiiloyt'es entjoy only ieral st'et't. Shonutti tit% Stat' ittlmt tot provide,
biot prgrts, tin', c'titt would ho1 so1 gproat It Would $%tillnX41 ecoun' itroitih it)t
both tin' 181ttto ati lilt,' tvaL'iet's.

2. The tviteln'r oftIkinhotum hiloe lit their htitte retivoetiti programnt midt
Int its abtillity to give% tln titi blt'tltis tot wiet tli'y art, vitit'd. It. It. 4U14~1
provittm for' litwelik those tnew utit'r it Slttt ret ivei'tt prgit in~ltt mttit'r itietiti
mi'urigy bty it two-1tttis mtajotrity 1ttttiei' at t'Vi'frrt'tnhtt V010t Of is'rsotts lit IXSMAIttIts
lolev -~ tin' Statt' rotirvitt itrt'rion. Trie infortatititi ti'elit'd hly tin'

t'ott 'rs it Itt ot'rt'nti woultd ti. t'elitnit'i lit tt111tttN 1'0811008. tWtll 11i11ty i10'80111
t'iigiiii to vte* would not utnderstatul thei qut'st imtis itwviti ittitietit ly tot itttaki
a wise' i'iolic, or might not vtile lit till. P'irstins advot'at ini in' A~tni11tittto
tliat sorurity to 1111t11ic vtttpioyees would liave gveater ttu'ilitlem fotr ptropaigattt
thimtit) l rtilt'emtttt systetus tiid~t tit istsoilt ions, 111td suc'h livttlatgitttda
coulti is' oieiiltig.31. litIe'it utnit lii 8th tltei tt'ett'rs retiremntt progranin ttttost vtisei tire
higln'r ti thiatt offered ity soelit srtity whl't ettstie il t a itift' tit o
tiervict' or oftit ymar tip mtoreO.

4. Sie it lairge, iroportloion of t'vltt'ors at'v siulgit wottn't, ttttd stiixai M eett'It Y
tieit'ltit ttitre itivit'tttet tit family miutntiott. it vtast ntiority tit tie tearitt'ra4
wvouldl pity for htin'flts utita' stiehal seeitrity whiet' thney voitd nt'vtr tioliet.

BI. HIdntitt' of tite proptgnuttt ptrograt it itit piiiiiiity wvouttlt W t lit tttt on
If It. It. ot tc et'tt' law. wvitih tit, teft'rmnttu liroiiml fotr britngitig State
e'ttitoyees flow utittlr rotirvttnt systAetint ito sotwial st'ttitV, its itlrt'ity biten
shotwn iti Okhtittitt. Itiirv'svtntivts oft stwitil seotity ittkiahtota mecr' atitl
nittlint'tii it hooth lit tit,% exdtihit hail oit tin', tiitiottit Falutitttt Asieitttiott
dutrittg ItN roitvt'ttiott tIeolter 12-13-14. 101). Visitor tt this hovotit we've itt-
fornmed tlitt tt'aiterashiould avail thetmtiel'ves o tin tiolportunitly to 1it' idarod
itttlet' soc.~ial teritriy witet1i I. .tN100 eett' W i ttit-4la hertwe thetrte Is nto re'asont

Wihy tiiiy shiti ttot hwt' both soiitt stturity titi tt'aeitrit' rotit'tttt'tt.
ti. Tito Nntlotal ('outneii till IN-tirllr lt'lrleant lit Its ctttitottvo'ltittlI

Sttl I" tnoisvo. i,'tbruttry I21--='. 11M4). oftfer a sitdy oft this ptrohbtem wichri 1itas
extendted over I% perid tif several, mtthis, mdopitt til' following rosohttlttit

"Wheinreast tin' Nattiontal Counncil ont TeItt'Itr Ilttitit tt flti Naiount Min-
tcatiott Assootitiott its t'enn' t hel it jutirieotni netislon tif lroftessiontti so*-
curity attd of sotutd Witt atilt itwal retirom'it't system' mtit Ittt olilost'd tt' ox-'
t'ttson of levtil ins'il siwurity leigsitttionl to Itne'iteIt' etpioyt't' of st'tnttt
aystt'ttt ottlt'se estllilitlteIm antd approved1 Statt' atit bot systettts art' emtitinted
antt pttoltieted -,amid

"Vhtereas It 11 itt eveti Iltt aititiottal 111la1 will I'. ittt'odtn' n tite 811t
t'ong'em u nkitg It law~ful for tilt, several Sttae to utter voluntarily title
eotapsets And agrMententa with tile skieit Sevttrity Board, whoitt't' public euliloy-
rem may rvtllvt- theb betteltito old ago tttd surv'ivorshtp inuratiee of ute l'eert
Sovini 8ttutrity Act: Now tiirrtfttro hie It,

"Resoledt, Titt ii order to Insure tile tvottntum sttwity oft estttlltiin tayib-
telit tile National Coutcil hnerebty lio'titat ilt' Conarcss oftit le tiitt' Sttea
express~y to prohibit evetn wtdor voluntary attgt'otnt with tile several $1tte blip
exitt'no of t(b' bets of oid-aop attd Turvit'orsitip Itmutrattee of Fedeu1ral
rwolial serarity to atty S~tate, muti, ntlt~itl, or tirhool tllstridt ettpioyt'es
nirt'qtdy cevered b)y 'xltttiig rt'tretvettt systents tn ie tIt futire

I"Reateed, Thalt ok votly of titis reiolutloit bW set to vewi mttnair oflit 1k prmiirt
Votigrozt,.'

The above' resolution was adopted uaituay
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III titI' 141,14 titfit%~ teaciherm til Ok~~~lIll t s14 114 '1111111imin oitf ile Nitonti l
Comnil Ali% 'l'vitlter Ilettovtt. I resplectlfuIly %irg4' luit ft, oIitump (ottittiliteeo of
tilt 1'ultoll stiltcs $4tlitti' 111noil It. It. ql414 In ,Nit1l it Way 11. to oeci'utto froil
nivtillilrhilt I140144 s4'4'rity t hose imiw under ';title mi ol tiolder ri'tltre

''lhe l~ui N in. 1101101'( J. Adamtti
Will %.oi identify yom-self filr (lit, reoiwd. Mr. Adoiusl.-,

STATEMENT OF ROBERT J. ADAMS, JR., CHAIRMAN, tEGISlATIVE
COMMITTEE, NATIONAL CONFERENCE ON PUBLIC EMPLOYEE
RETIREMENT SYSTEMS, PHILADELPHIA, PA.

hinr AilAms. MNv 11am11e is 1I1b1t 31. Aditii, 411%. 1 11111 it teoleller ill

tiI'iblep toll'' 1110oo 'N'SMl 1111d~ 1 11foro1111 ltttIlt 101 ftle'
11t 111t'ivaeiit sVtOil5.eie etleil 11liial.a fi

going to ask~. thewrlforlvn. 1 Ie h o 1wllit ed ito 0I111si)ze 0e1'la4111
pi 'iIts ill it thazt I Avo~lid like' to br4in1g olit, r.11101r thlui to read1 thlt
ell( 4ire iiiteritil.

'I'lo Lu.144M I )o you Wish tilt, whole stilteilliilt. otiterel i the

Mr. Awvns. Yes; I wish it prin~ted ill thlt reerd.
1li11, CIAYM N o44it whole stlltivillet will hot centered ill thle

I'veoi'd. and~t V0114 h11IN lily ji57sitdi zmviipart" of it tls you wish.
('1110 stiltenielit ;eferrevd to follows:)

STATENIKNT 01' Ilolwtir J. Awltsl. .Iii. NATIoN A('N tlNiEON P'viii.i' t, l' Eiiio1

tWlivi ene. 11) 111111t Is Itliol .1. Atinlll44, Jr., n senior hligh 444'ilo iqlI'llrit ~ent
livold. oif Ow~ Illtl 4'111 5 o l'i tellIt. it414 i11nn4'r ofti lit' I'viu'lyvo411t
Public s, liool KHllioyeeos' Iti'tlroent Fund11. ittli vqtIII't soon11 to Ilo ti1 llimmllt
tierof. 1 41111 lint till O4lloy)oi of tilt%' ft111l111141n IllivI 110 ohliv1411 volilix4''t4111
withi It, save4. 4144 it coiltlll'1to11. I nin1 stvivitiry, of fte Natot i114 Cotif4'rollc 4141
111111I1c Iaulol4y44 1teltilvlill Svystells. 111d "ha 1-iitii of! 11.4 legtsliltiv 4v oiilit o.

orgatilltfflm. holdI lI I lotrolt, billy lit 1111d1 204 oft last4 'Vel1. Theii oftliet'l'4 of file1
0011f4'l'11e i fll11 salit1rips4. tir lecled h i'ttid have1 fllit 411tluaticitl inti'rvsl 01t Mo111
till rV111108 ltalt ivt's lit t1ills livillie.

Am it glano lit our helterheoaI will show, the4 coil ftrnive Is~ 1111114111111 tiltt 'is.
14itti, witit niendior4'4 grlw411 lil 'It 514114', 11441VIlt. 11111 flit% n)st rict tif co'0141 n4.

pubIlic v'inpojivset4. Save'4 for 1wimllps 100k)44 multl itlt4. we0 tirn, sillt 1111t4i1-
p14y04' 1110411b4rs tit 4)xis4lg 141tit or1 hs'ltl 11144it.10141111y41114. Wo eoti
talidir otir rAOtirv'11en41 rigipmtt and44 Iiitivllit under4'4 114144 t4k41'144y 114illtssitir 141 1114444

WoL itrlO, wo4 Iielli'w', itiqu 1111411t I l it tI 11101 we ot t o4144 1 ol ynot 1141 44gok foir so4111.'
111144g. 1MR4 rall1104 to 1ask not1 toIlet given somethn1111g. We'4 4d4 114t is11 111141 you1
dephrive tlll. therl groupl of nillllthrl1, or1 tuaike It 14111141544b14 for other arollal
to1 haOve 8ov4ill1 #40i'14'i If tlt%., whalli it, Our rot510it t I p1111y 111144 Lot 14
110111011 nq4 wVO tire. Thit; wvill rolillire 41t1 I14'41 Iit the1 I.'4)4erl bui41gt, and4 miaike

We4 like 411' ti wil syteins; w Iltv111( flllight for tlteir emliti lo ll iitImroveenlIt;
welii II i dd 111 our1 contrbti ons11014 Into4 114041 we 44410 flow as4t you4 to1 11111114
eertohl thalt wo4 shall11, whItlel 4144' (or11 f4t 1r retIrene~t contes'4, it%. vel't1114 of
ellJoyilg flt, 110414'114 we have wor4ked to est111141.

We wish you4 it eofinsler fao4rably thle folliowllat nnnlll~lilIet to It. It. 10W),
strike out1 sevi4loll 2.18 (di) (1) (heglntllng With Ile 10 Ip, 8.1 5. to and4 Itnelittling
line0 17, 1111114 8:4) aund muihstltutt' therefor tilt,' following 1wlir11gr4p11:
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"(7) 81t iagive'ati' shall exeltide till litilit' employees lit ittsilittit eotviet
by it rotitrenlivtt Systeot.' 41. Ire tvously d11eile lit sitltseetll (b') I ) otithi11

iiThis 111itiiit willi haive tho OVA,(ttit ninkitig It Ititootiibli (or volittary
cotitils to be eni tee 1it1o eiveritig untde'r social sei'ltiy those lit it lit esisttug
lo111111tv ouioloi'e mre it' vettsytuis

It will be tusked :Why will we oiot lie' toteelM by' Owe iiit%*wich teil lies it
t'eervttilumtit oftiotitvor i vai'i existing sy.stem'! Tio titmei this rvijitires
littelt toll to it tuouh11et of IX)itits

I. rlite b\eiil stv'urity Adiotitist rator. a- tit agvtt to t he tverittet. will
111douhtediyh liuiesellt tilt tugetti'ys case to 111111 ely ath1ii'etitv et'tuvolved lit 1111Y
rvsviertttt. ilooklels tittaits anid tlgkires will follow oni other to ttviilioe
the vitlihtyee that he ('ao1 have soetl seellrity lit aitit1ost lito ci'st to) b1l11. 111d havi'
tt addd ito 11t1 extstintg pieastoit. '8 uiliers will votole tro4111 Wutsltintill to add
to tilt, etitivittott. Cost will not hei volutied. I.l'xit1s lit proliitguttti atnd pihie

or eatitly seutro. will piny Its viTeetiv lviirt.
0tt thoi. oppiosing stide will It blith11e e'tiployee orgatt1Intt tonts like filose In t ill?

Vottfireitt. mtanty oft whitie hatve little tt tilt% waty of ltittoitil ri'soures ando often
eve tu lt tho way1\ itt iuatiio'iy ada1pted it) ioryig tilt a day-to ilty vi'ttotpui
'thle refertildtit wouAldl rosettlible it iilit'ttvil iat tie with Itp .4ta' htl'avitng tilt 1ttttutu tied supply oIf fiutids 111td trotessiotitily I nt it -Alaki'ts. wh'il' e olionetit s
wolild liluse little iii tioi'ey tuil tittly voltiitier workers ttit tiod lit fliti% fields tit

2, TheIo pttovislot (tip thei reteentiot is valgue 1111d atiulti1gutoits. It sets torth Iit
r'quttreliitt oftwitt hirds 411 rIlitiutllie vtti e o tittlliilil. but litis lhut siti C
vhi'the taitht tllilte tisIwttt hirds of t Itiue vut tug. ort two-thiirds tit till eait toil tot votte.
It tfliti'ititiroit vitte (itf liiltlttai itvirs only titosie Vouintg. It Is itlivittits tlt11t the
tiflnitat lie ttlglit rest Iluot ile vol iti t very small utittiluort'it flit% lttal ellilits.

If it twotvtliiu'ds vote it till p'itgilits Is to bez reititol, thout thit euhtt pro.
viltil shlitl say\ Ho lit uisil'eihttgig.

3t. Thell pritvislitt thalt those itiroauiy retii'i'd lit tit" givent systetti shotilild voite is4
st ronigly quiest iotti'i by lireet ouettii'rs. lit i'ft~o flit% reteoiiut witd ttsk
flit,' retirtitt to yule tt Ihis ilitestitutt: Wouild you favotr the pssiblilty itof tuli
addititontal social sevtunity paItltettts,4 t hese' tieliug adidiedl it) yititi eist itig 11tti11ti1Y.
tit noi risk it vtoitr litrsett Matttis? Ottly it very selt-siriliiug ito'sott vottild I'
vouutel till to vote "Not" %lttler siteh ri'itttit e'gtriless %%(ftlit% Iwsusiblu'
Ottect ttl thuW oi'ut 1tireatly ritreil.

4. PtiblIe omptlloyevo't ettitittottly shiow little litterest lit raitigi tee'htttteal
itteriil. itr exllitttiiuts thereof. rThey shitw etrresimltitg hinek tit interest
freqietly lit voitttg %ltit% itatters it ilrot ceutti'it. Emipjlioyee' "reseutltivus
it relirciiet iot rds art' iufto eledly ity a phutrtlity votie It lilt election Itn whtteit

fewer that [ttil( it flth,, ttiesi toiok tNoi troiule lto votie. A iiver ctuutpatgul
mitliht bring thetit otit tit vttC titr soitiethiog offtel a 1 itfree gift. 1'l1h% opiol ito
would taves it titost diffils'u task, ieven It it reached tiet. lit aiskinig titi'tt to sit
ditwn to miand toi liatithytte tho Ittleste l airgti'tititt ttl iion iti tl'ee ttte
it sos'iltl susttrity.

N I'ittlutg lto tle general ipiestiotit stts'htl ses'itrtty versius eisutintg Ivetislit
Itlnis, w vi' tu'' It hilghly stgttiithctilitit ft% Itrilttitis tit itelidulsotity toverito
for tis, lit dhraftinug tti'r ill, did nti Iiitteit tltetuislvos. itr fit% eiploys's oitftlt%
$s'itil eS'tt'ly Iloalt or tlti Fedseral ettpioyees lit oetl (itcti'ltiig Mei'lthrs
itt 'ottgri."usttiler flit% liruvisiotis t t1. It. tMNtih. C;II It hi', thttt this outtissioti
sitrattg fromt thhoi kttoslu'igt' tlitit tltsts stutit i'tployevus wvoulu light lit tirty
tigaitist sutch Ilulotiu? Andi why wvouldi theiy? Foir tlit% mitt retiu wes ido.
They know Wnwtlseirt ttetits art far Intteritr tot Mhow' ttey oijoy tindeir
existing Ftrli'ri retlunti laws. iani the'y feari fli'itt-itiger that IitiA'uon tt tidesr
11. It. (URWI would quickly datutagi their.Vyt'tts. May i- say tht we believe wht
la mtiuet fotr ft'he ~ leraltt mi o should bet saute' for ft-e Statt ganduer. andh till tiii

Wou havie therefore lit It. It. MOOt) a bill whiiti grautts Fedeisrtal vituiloyva tile
exclitilot fromt utoehl meeiritv whielh thsti, efttpioyvoe httvi' hiteil utNiti. Wit
haive aliso lIt the hill t hirtiviRloit tat at leattu olvnb fliti% iloir to it ustble Itieitvioti
of another attiln grotti: Thit%' ittbic etitiovit coveredil it existitig utati otr los'a
r'lretttettl uystpiti. l111ldle, pittithope noit 'now meo d it anty Nystit wititil bue
eligile tutr Incelsioun utnduer volittairy coitiuictit' r tile hill, O'ther ati It standsi,
or ntietie anu w e nuit. Vnutkly, tl tuort tlnt it titi1lhl ptibhtic tputyNN
protivtiitg aptist tilt',bill lait It lirseit tit form itnot ittidertttti the Itiqsteutie
thaut they We tretatedi uiffe'enti1Y fm lit, t0oderal workers
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Why .11ould Illeyy Are 111ort, mitilmlowd reitsims for this? It the V'otloral
employees are tlt4,llltAl Intelligent Plitiligh tit lit, graitled their reilitom for t-imilitele
qxvilistoll. wll ' lll*t% 010 rest tit %is devolod. 11111lart'lltly. too 11111111olligolit Ili ktiow
witnt wv mhollitl wallt N111,41 wit Ili, (orl'od lit twevill it mlottis wo llwl oarliestly
rewit"A 14) lit, owlim'd froill? We are 1111111od Ily tilt% glarilig right
hert. tit tilt, vory trilmilig tit flit, act. Ill tilt, willitigness tit lilt, SoMill St'vilrity
AtItultilmi-tithm to diffortmdatts howtvit two gr(mits both askitig for tilt, saiml
I hing. Do vm% woittlor. gvii1lommi. \\liy wo keep tiskitig. "Why'r"

Amilhor objeellott. lit pritivilil..'. W w0lit-stwilrity o1wrage is 111111 o'1111164111,4 lit
11111wilt. villilloyllivill vary really lit tilt, 'Killft's 411111 .4111hilvIsloll., thervot. INIsillig
Ilon'.11111 11titt 111111111ty systellis tirt, 111mmod lit Intlet Stilto mill lAwal W11011
011111ges 1114 mllv de.Arlible. they t'.111 lit, slight will 11111do lit Statt, 1111d lovill loves.
This very Ilt,111,1119. 1101111lig 11(for years tit dkoisstim over six-hil stowily. Is it dolit-
4111st 1.111 It'll tit the thilloilly tit frallillig It'gislotioll tilt it littlional -walt, for it
111101y it( .14111to 111141 lovill 11111ts 4111(l 111,11111mlig.

A probloll itlytwillig flit, Stow of llemisylvo it lit or mwillor IWO litivrosta Iho
11111111t. entilloyee" lit .41111 Frilliviskm clill vat'll lit, far 11141re onsily 111111 evol loul It'll Ily
lind slit Isfiloortly tltljlislt4l lit Ow logislatilre lit lilt, Ill-st will flip elly volitit'll of
flit, sPolild. 111till by Illitiltilig lilt% quosilism. logother for sollivillout lit wilshingtoll
tht-Alligh 11t,114111 111volving tilt, 4,11119roS4 tit lilt, Util(%41 .41ale.o. lit sitwithir
flislittill tho twedi tit at w1till 1,011remolit 1111111 for fIrt'llit'll 111111 liollcollit'll aro
eillittlionly Ilelloved (it till difforoll froill fllww tit vlorleal 4,111111tweils. Theso neoils
ligaill valk bost lit, 111i'l (m a lovill Ilaxim, 'I'll till wo are will thill Wo vall loke
switil moirtly its it 11(ior. mid odd itilitillons. Iml we hollovo litis s1lilvilient is oll'alt'r

tit imike than (it trittisliml litto it renlity. Those tit its wim lime worked mt mir
owit rolrentoil lihms kimw that It soitiollmos. takes years tit got minivildtig itew
111to tilt* sv"toll , alilitillgh VvIlrvollt, 1111111,11110it'd 11111y agroo 111111 flit, lidditillit Is it
gtltlil 41110, We wollItt rallior lltl:lr tilt% limoil thiligN wo litive. Milli fly Ili itiortot
galtim wo know notlihig tiluml. Wo till kwiw %%wh gailits colmot Ili% sit ellMly arrived
lit tim Ow mAdal-wellrity proliolivills, \\lilt linvo tiot Intil lit work for them. tire tond
tit lolling lls.

'I'll $1111tilitirivo: Wt, prosoil 11two ImIlly it Ilion oulorst4l by
lik"ll 11 1111111011 111111110 elilliloyees etworptl lit their owti stilighiefory rAltimmotit
Systolls tit lit, givoll the saillo ext-lusloll rmill 1my lit S114.1til st4,tll-IIy
fillet 18 givell tile FcAvrol oulliloyoo. Mir 1,04180118 elted 1111d oIlie". wo till 11ot
lavish (it rely 1111oll flit, rererxndillit lirtivistolt (tir prototlion, iiii.y morp litilit thiesi
tile Foliteral el I till oyt4'. We Wileve 11111( we 1111vo smiled till-% 111,41111vill long
owligh tsilm, Smintor Wligiler'zi first 111111 lit linvo tilt, hast-A flit, till lllttlllwNllt
tltxlsltlll liq to mir liq4A.4 allit w1glivs, Wo linvo limited year tifter oar lositoecho,,it
f"'In socilil seckirtly 10111111181 rill lilt% rollro%olit lit I vos. 111141 '41111 romaill mit-olivilm'd
thill wo \Visit it) 11twilt thoir lons. Wo serloiisly dimlit tlh% likollhomt
tlkllt ally 1111111101vill votillell or ,%title logislatilro wolilit tio 11111o it) 1KNI'suatto Iho
NxIlayers Ili pay for twill Ill full. Illovilably wIr ext-ollig sy.,toll) Would
stiffer, To 1111varnto tilt, two 4patolls, W11101 tho linipolivill't stl would lit, vqlsy' Is
donned by ochtarlt\4 who have sIxilivit tit mir moolln", .

The prohloiji livre wolilli Ivp %it (till Alf It'dolivill diffivultit"I that otily till nettiltry.
VX1100010i'd Ill r0tirVillt'lit Kystoll 111111111111g. wollid 1w eolillit'lent tit tilswus.-A

11111111t, employet-s would vot'lillilly hol Ito sall-alit-41 \vltll Ilip rt*.,,Itil,.A prAilillst,41 lit

Sliell It WM' 11-1 th"t 11911VAld %11)oll Ill tilt% stool luthlAry. Air It\' Ford. whow till
worktNM 111941NIVISS it( Ilil.V Mid mIrviet, NvIll Ito limlid-AM $1.00 a 111illitil tit NIS. aftor
25 yetirs. more Air W.ts. tit Serli-ItIP. I havo Hot flit% time Item to present tilt% lilRas
tit 11111terial till tills pollit that Ilas twol prosoilotl and illsols-zott liy our grtmpa. blit
live aro vory twIttin Ilial 11 grAjjt %jj\jjI tit %%Xtril omwilso wolild 1w Involved lit ally
littomilt to 111lograto 11111111t. Stx-%1rIIV linyltiviiIs with our ciwij till Irtimptit systeill
lutpliolls, 111lik-AS the 1111%w1it prAmilmls tit Our Aystenw wero tit tio disnAgarded mid
it platt liko tilt, Ford plan adolitett,

Tho danger hort, Not 1%4%ti forx-A1tilly spt fOrth lit the rollort tit seettrity
Issued by tilt-- Brooklup Instlitillon till Jaminry 23 tit this vqqtr, 'rill% stittly lKiltits
Out thot limsout propostilm for stwitil sixtirity. vompul-tory Iwalth Insurotwo.
volorang' twnellis arx calemottil it, ro-Al IlpI\vtAlj $NAIWAX1,001t) and $1101(11,1101,.
VKX) It\' ll)"( willeh Im it tillto w0t Withill tile litO flild NNIlMlilt'llt 0XVKVIRITY Of
itittst momborm tit w-Amitt 11111111k, villillovet, rt'lirpittelit systolls. 011t4l Olll* kqvs-
toms aire otittinglod lit nily slit-11 voltiq'slif 11111111VIIII liltill. thrilligh ally
With mwini Porurlfy, mir -tvslems will Ilo lost, wid Our exileeted rotironout lwnp-
filst will vallilath.

Wo roslwMilly. therefore. %irgo flit, wumilitpo it) t1twlit tile "Illoudillolit wo
reqimst, lit onlor that wo mmy fell otir (OlOw mimmont ilvstotiq inottiltom thm
You hRve Inalwallml tile 8111111s qll(% and Ilint It will tit NA
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to place us under social security. We assure you that we shall feel in your debt
for such service.

Mr. ADAMS. I think I want to say first that I relprosent the public
employees already covered. I am not at paid employee of such a
group. I have no personal interest front the point of view of official
position.

Semiator MARTIN. Mr. Chairman, might I interject, her ?
The CHAIRMAN. Yes, Senator martin.
Senator MARTIN. I think if you would explain what we have in

some of those retirement, funds and how they were set up, it would be
very hielpf ul to the committee.

Mr. ADAMS. I would be very glad to ( so. Senator.
I think I should confine myself first, theil, in answering that ques-

tion, to my own fund.
The Pensylvania teachers for a great many years were interested

in getting an adequate retirement fund, and their efforts culminated
in success in 1919.

Tiho Senator front Pennsylvania knows very well fromt his experi-
ence its Goveinor of Pennsylvanlia smie of tile information that went
into that particular set-up.

Senator MARTIN. How large is that fund now, Air. Adams?
Mr. ADAMS. Tie fund covers approximately 70,000 schoolem!)ployetws.
Senator M ARTIN. And ]low much is in tie fund now?
Mr. ADAts. In the fuld at the present time there is over

$30 ,000,000.
Senator MNirT N. 1s it acltuiarially sound?
Mr. Amits. Veil tlt would vauise us to plor into i log aglullent.

It. is actuarially sound within the limits of the funud as set il), and
then it probably slumps back when additions are made to it of new
benefits. Those new benefits become funded by increasing the rates or
by contributions froi the Slate and local sy'stlms. But it was set up
by a very competent act uary, slpposedly one of t lie best i, t lie count ry,
and the'$300,O0,O00 at the present tiiiie is deenied entirely adequate
to cover the present and tle future.

Senator M1PARsIN. Mr. Adams, will you explain to the committee the
contributions to that fund?

Mr. ADAMs. We are on a contributory basis. Every i)erSon w'hWo
enters the employ of the State system of schools in Pennsylvania --

The CHAIRMAN. What do you mean by "schools," there? Do you
mean all schools?

Mr. AD.its. All public schools.
The CImRIMAN. That is what I was getting at.
Mr. ADAMS. All public schools in the State of Pennsylvania. If you

conic in as a janitor, as a teacher, as a superintendent, you| have to con-
tribulte a certain percentage of your annual salary.

The CIIAIRMAN. Of all grades?
Mr. ADAMS. Of all grades.
The CHAIRMAN. All public schools of all grades.
Mr. ADAMS. That is right, Mr. ChairmnhAn; and all levels of salary.

Whether your salary is $2,000 a year or $10,000 a year, you contribute
the percentage; because you take out the exact same percentage in
each instance.

84A-6



SOCIAL SECURITY RIE"',,,ION 847

Vhen I retire, illy percentage of ainu ity will be the same as that
of the superintendent of schools. lh V. 1i get :iiore thaii I shall, be-
cause his percentage is on his salary at". 1i1e is oi my salary.

T10he CunIRMAN. And what is th. p rcentageI
Mr. ADAMS. le jIercntige r, i'tiamted on the basis, under the

present hw, that you take out ." ,-eightieth of your final salary.
Senator Knurn. 'Iake out wlid ',

Mir. Anmts. One one-eight i., , of your final salary, tuines tle number
of years of service. Thalnt hi compuited oii tlie expectation that the
average teacher is expected to spel 40 years ill the .3.A.tteni. Then, at
the end of the ,0 yeais, you retire with 40 oiie-eiglitiet hs of your finial
salary. The final average slthary meamis the linial average salary of
the lst 10 years.

The CIKIIINMAN. Mi.' I ask: ]low long itiISt, 0110 reainii ill tile
syst em before he receives benelit s of some Sort?'

Mr. ADAIMs. I would have to answer that in two pieces. Our law
was aendled ill the last. session of the legislature to increase the bene-
fits. At I lie present, ti he, right ]low, if I were to retire, I should have
to have been in the system until I had reached ago 62, if I wished to
get tlit ianxinniin b;eneit. After tile first, of leXt July, 1 can get.
the nixinxii benefit ini terms of 35 years, becalise beginnig next July,
instead of the divisor being 80, it will Ibe 70. So t hat after 315 years
of service, by next Septen er, I shall retire on thirty-five one-seven-
tietls of my fiilal salary.

Now, I sihll have taught bV next September 41 years. lerefore
I shall retire on forty-ono One-seventietis of my final sahuiy, to be
specific.

Senator H leY. What, hiappeis to the teacher who retires after hav-
iig been in for 25 years?

Mr. ADAMS. It is a little bit con)licated, but this is approxiinately
what halliens: You woul estilmtte, or calculate, rather, what that
retirenient wold be for twenty-five one-soventieths. Then yol relate
tle twenty-tive otie-sevenltieths figure to anl actuarial table, based upon
your age'at the tinie of retirement. In other words, if you were to
retire after 25 years of service, and you entered at age 20, you would
get alIli'oxin tely 51 l)ereent of twenty-five one-sevent ieths.

Senator KcitiI. 'Beginning upon retirement? Or upon the reaching
of a certain age?

Mr. AIims. No. The age limit has been dropped. The age limit
used to be 62 years. There is no age limit now. You call retire oil
a reduced benefit after 25 years of service.

Senator KmiU. Can you retire after 10 years of service? What is
the minimum?

Mr. ADAMS. Well, the mininium for straight retirement is 25 years.
Senator Knit. For any vested interest?
Mr. ADAMS. TIte minimum for disability is 10 years.
Senator Knit. No; for voluntary retirement.
Mir. ADAMS. Well, for voluntary retirement it is 25 years.
Senator Kintn. If you do not stay 25 years, do you get anything?
Mr. ADAMS. You get back what you put in p]us 4 percent compound

interest. So that you have a vested right after the first year ill the
system.
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Yol u iit itt?

I would lihe to) juteiet right th fliut poilit t111 ilt he Ii'llwttyl.
vaittli telitet'syse w do 111ot invt it TtIp.jillu tiro,1-ovet' of ourt
vII I Iil:v vets. 'l'llikt tigitte No l4 iv ftriom111 jiotit tif view,~ lis Iwll

%Vilto (to not I ito 1posit iolls. 111111 who wotuldlnot be itlitter soejo I setirit
mltyway. I uetiistit i bt we mittilotit uted Soviil sevittit y for outr
OW It Ssve. 1 ielittts motst of tile Itelteis Who retlive oil thlei r ui

do niot lvll~e thte PI litlt'lphi in st'tool syst etit. or ile t' Iimi lvit Ili it
setititl msytviut. illu 11itlt it jolt its it Oleth 4;1. its it -4t'i (titll 't por ltelits'
t lle-N wtultt get le'ss tmutey. fttrg'tIttii til 1ou)(t s'i,11I teuitly So

volitttt I, titi tt'.s vti eoiteijdor I het vo ilitgt' giis Itutvi iig to gAi 1Jet outrii.
We~t haiive relirmeseti lit ivem here' of viii k j~~Steool SYStettts4. We' lot e

(it'jzittt io itts. As it itunt t 'i otf NOte 1 Itte It I' vlilotit0 It nt ot I ly rep-

sest'teuti illr oitt I'lipesThet litaintet it 'Ittit iti tostY pteoplet ill f thi'
lImIi itof I het vitiItI r.

thit t bilt tlit -iiive tigit' tiaem ntot exist. fitll, this vtutsi mtid I linuk
Ilis i i lit 1 I1i11 wits joiSt Sight of.

01ur syst'ttts litve Set tip it) it lutr-gt extittl to lyt'eitt fi tit-over. Theuu
Sellooll .4 'ti ttattsttt witit it lltt'141 vtij eiitittg illii r yeart Vt'it' rev'e " V
'2 or :1 %1itNu. IThe Statte govri llstott tl litit wittit it 'wiilt'e lnt ell of
itt'w eittploYtes; eveiY veitr i 2 yetrs. I tit)itot 1iiti tot till itt altitt Its
ort th lIt e 1111'toi tilt-. eutji1loye's tl tiot vti W ii hi' litoivitng liic it1td
fort I I. AtIt ill th ho history ;If 1oiiot 4Syes,'s prtobablly tilt, stronitgest
illtglimiutt foir set t itg till it jietist s It'ut Wits to uut1ke iit t reet oiwi of
jitilii survive. Anud tilt' system'u litp' to 'tteottitag' pteoiple to st% i M t.

I would like' to puit ini its6 itlmsiieitv rM' itill tiltt hlitgli I am
ltot goijug to st ress tilt' pointt. t hult. I I liiuk it is oltaioits thlit if Youl iiiitdt
it. pittssible for1 teojik tai jitip huek ittid foirth frAitII. Stil it' gtwt'riiltit
tot liviviitt, mIII% 1oyiitt .eutt'lt timtet t hey etiuht get it few moveti dolhitis ini

piitvii' ploytliit fvoit v rt'it I wti;.i i td ttioit' t li t'om ha k itid pbif

ut11blie serivee t hut1 is gie it't tIIN hty 0; loiiloyt'd 111i1i ilt St itt til-
fotill 111iiiilmil stevic. t think Noit NItS ieti' roved ill til ht'listotry
of tfhot pisit svsteits.

e'xtetnitt hut111ovoltcomtel petopile to stili iii tii kiiitl of viotploytitt m lit'-
t'ititst of plitsititi blfits V'ut nit' 111t0tjnitiit-g i heir fretdtiut ,

MIr. Alim.ms. Well. I suptlt t hut is it possible ntgitlit'itt. I wottld
itgreu', S'llttntut thlit wek 0i1i1111tt s't tilt 1111%, system 'ti t t is gting to Ito
loI lev'itt 1Po fti ll Cot'verv vitliployro.

St'ttitori NI i.1Ki N. t tutitit1, I iwotlt itot wilttt tti tititlh it ttinit work
fotr Mi Steel till of hi" life ill ordter. to g't it littidrt'd-d ilit, petisitin.
Anid if hi' wittitid to gt't that $1MW plltsitttit thait is wlitU lit, hits got to
do.

Al r. ADiAMuS. TI101t of COtttSt', k. tri.
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tlit'tt of lil''v~.

'01i110'1 Miorel till the jit'lfessiottiti Side titltt' t1b1t1 ill te gtitde tif ult-
skille it'd o eveti skitli ledibot. I liivt' be't ill fill, nutjoit etiiferetie
fotr 10) vet'is. Fort 14) Nvl'is Iliit I i t''i l i iitt I tig Ite jol ittittitl, the

Iitl SI itt 's. it11iI i' ttt4 isi they tx v l ill tuttit f ilt hv rit . It l r int w' Iit

weedil ti *. ts111t,4we tlitik isr ilt e i tei saties .itItI

Al~ll 1 oll't liillk Illv teel it BW 1(4t'111 t itt

1t1its il dlti itiiljttil ' tv'tit1gt . fot ist hie. %V1tt 1 t ftt ie sutniu

t'lorvet'' Ilittt't sjtitsit tif tor Ittilly w ell.vt w~ttii systitt ttltv Ito
fivt Statets titil IsI t't lltt. 11t11 tilt , ;t'c iis f iltlist And ytheit' sw hat

deltiitt' ofiti ret lt''ttt te~neittli e ot't t it fht' htive et'
Wie't a tt l i l 1t'isttiitlth to sittoetlttt tit iiiet'eO its llilott-s
I bit cver itt th e wst II y'rspitt'iivilly .itilf of lte eitit Invn

ttttlfitve it1Itit tt 'tte. WOO lvY liOt lliwt. Ithae~ nt' illi ttti'rl of
stptelint 111lIC t1111 otemedi ours iofor bit e ti~toe~,!il

dll'( ait to asktve i sstt.i tltt'i' wtrtolgiv its n tlile pi titipl,
Ibo~StI It he W110t1t Itt sIWOit HMPjO Il iieits t ltttlttoe twostit w li vee ttlid
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day would continue indefinitely not to be well covered. We were not
so well covered this year as we will he next year; and 1 think that con-
dition is going to continue in ill the States, that tile public employees
will improve the coverage which they now have, if inadequate.

'Thoro is only one field, and a great deal has been inade of it, ill
which our systems are in a slight degree inferior to social security;
sorne of them, and not all of them. That is in survivors benefits. I
tile P1ennylvania State system-and 1 speak of the one that I know
intimately-there is no benefit for the wife of the mm who dies be-
fore he reaches retirement age, other than the return of his money
with compound interest.

Now, that is a point that the retirement systeins are already at work
upon. I think it is reasoiablo to say that i not many years we will
probably make some effort to extend that. survivors right. 011 the
other hand, remembering that social security has no survivors bellefits
to the wife until sie is age 65 or unless she ias minor children, site is
not affected by it either. But when I retire, if I want to, I can elect
an option which will give to my wife approximately two-thirds of
what I would get, whicih is so fairsuperior to social security that there
just is no coilparison between the two.

In other words, she has survivor's rights. And that is true of most
of the systems that I kaolw of that we woldl COside' Iie bt ter Stalto
systems.

Senator Ilovry. Instead of permitting this votilig on it, you walit it
clear-cut exemn)tionI

Mr. ADAMs. rhiit is right, sir. We have a feeling that the voting
referendummi sounds hlne hut in practice it would lie subject to all sots
of difficulties and probably to all sorts of chances for soeie kind of
miiuil)iulat ion.

As I bring out in the brief, we are not set up as a political organi-
zation to carry oil propaganda among our own members. Welilayo
no means of reaching tie 70.0(K members of the Pennsylvai retire-
ment systems adequately. We do not have the money. We call get
their names and addresses. We cannot send an indefihite amount of
material to them.

Now, with all due deference to )r. Altmeyer, I think the Social
Security Board can send out propaganda coliiuouisly. They haive
Paid experts whio can visit, and talk about it.

We do inot have then. Our group has no means of fightiimg such a
refereduin vote.

I do not metuo to take il) time on that, but. a referendum vote taken
the first of August wvouild get darnl few teachers votiiig. They would
not be even reached, as fill ats we were concerned. We wouldn't. klo'v
where to reach them. And we don't, like tile referendum ideiitat. aill.
We We no eessity for it. Because we ire perfectly convinced-ad
we have had. 10 years on this work now-that we employees don't
want, to go into social security.

Senator MIutaKIN. Is there ainy substantial dissent flrom that. view1
Mr. ADAM. Not fromt the groups t hatZlre already covered.
Senator MIIaKIN. 'T'hat is what I am talking aboit.
Mr. ADAMs. We have, as I mentioned in the brief, organizations ill

81 States, and the Territory of Hawaii and in thm District of (olun.
bia. Last night, at a meeting here, we"hiad over 50 representatives of
80 various pensio#m systems of public employees. They are mostly in
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the back of tlie ,'ooili iow. And tlhey know th feeling ill their own
groipis. There art' a few peo ile in li Ml wii group in lenisylvaii,
who s1Iy, "Oh, you could get rtectio i for a wife."
'I'l,,: usual ly tlik ste coil(h get it wheii you die, which I find out, is

their nnistakl,'i notion when I question litill. Or they sia v "Why,
socilI srlity3 woil give you $70 a ollltili," overlooking tlite act thlit.
oul, wonhli hav to wok for .I0 years uiiidtr social security to get.

wihateve ( le nuiixinniun liliiett is'or would lt uinder the rule. Aud
when our syst em was setli up-a very importalt dist iet ion-tlit Stato
aissullied flit' prior service obligation.

I hid talght, I0 years wllt tie' systeui was set, li). I Wollid havo
credit, wvere I 1iint.r social sevii iity, on that basis for :0 yea v1s. Ac-
tually, I now have credit for .1o years. Andi that is it very ilimorant
di.st i1ctio. ()it(, of the points that puzzle us as public llpi oyes is-
and I ,vaiit to poi it it, ou-11hat the Goverlienit employees, thal is,
l le Federal (hovi- I niti e hily's, are ot etveln lnlitioicd in tle act,
for iniiclusion. If it is gold for us, why isn't it good for t hei 'T'lim
railwav l' worieis are not covered ill tile pro istd act.

Anil agaiii, we, feel that if we should Ie covered, willy-nilly, the
oll itr workers of lih111 kind should Ib e covered willv-,iili v We it havo
fil, f',eligt lit bthey dh't vailt to le covered, hlealist, tilte a ire iiiiclI
bt llr sat isl'ie wit I what I he have'N t hai1 they wiNild he Wit It social
setim rut y. Ill fact, we kiot l,'t from talki ng i :ith tlem. The Federal
cil;llh,,es inlil no sevre Imolust of lhl, I hoset lhat. I have to lked with,
of lie fact that lith' like I lie ,deral Civil Service Ret ireielmt Act.
A ild Ie 1uty cr(Iti uII'' voul not waIIt to sihst it Iue social securiy for it.

'lliat lt'iids to t lit' st attl'iett tlit w' dol't believe the' two (an lit
give to Us. I do iiot, elitve, and nohtblyn i iY grolp believes, that
the Iaxiayers in l'eniiiyIvauia would stahld for both systems. I
think tli' Seuator froin'il'vimlisvlvamia uiight answer as io that. 1
(to nt see tli lteoplh in li,i ladilihia paying to th city police pension
fund aid also to social security v.

Stiator ,M Ii,,iin. Yol iav'e nadth it clt'ar thait you iare just talk-
in about that pairl of ti li flilovees tIlit aire covered.

I . A MS. 'T'liit is right. "

Stllialor l[iiII iN. live yoll lilly o)servat iotl to illike oii the in-
aid-out, problem

Mi'. Ai),Ms. Well. as I said at the begiuning, Il can speak for the
teach inig groups principiailly. The i i-aiid-out. roitlii ailnoig the
teachers is quite small.

Stnitot- MmiI.iiN. I think y'ou made youlr point. quite clear on that.
But how about thn' floating plairt of the llhc employees ? How can
we' give thitil somt kind of protect ioli?

Mr. Anms. Well, we are beginning togive then protection within
their owi systems. lit other words, t lt Stat executive secreiuries of
teachcur retiremnt'lit. systems ave at. work ; and I know at the l d of this
iiionit h in At hint it' City they ,vill be discussing ri'cipvocit v provisions.
Some Stales already lavi.e t1ose repirocit ; rovisions. lor txilunh.
there is rSi'tnt tin' executives secretary trouiu Niew 'Tersi'v, who vm
tell you fow a teacher from Pelisyl volill who leaves l'Kiiuylvanii
and got's to New Jersey can withdraw her nmloli'y from the clinnysl-
valia fund, carry it with hici-, iand deposit it, with the New Jersey
funid.
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S'iitOto'Mui.1Ix. 1lW you lue still dliseISsiiig tilt, Sbjet of ,,xist-l eovelrager
Mlr.A\u ls. IThat Is right.
S, l1to' MI.l.tiN. All i ht. N v, let u1s ty ai froml that for

just a itllOUeit aud let its (t tle t, jallitor of tfit' S,hoo'house. I us
take tile fellow who drive., the supply vgon, Jtl. us ke, workers.

1'ollld tilth schools 1111(l. il ite School syte\it\u 1w ae mIt voil't by
t1o teaclers' systil .

Ni r. At. is They art, covered ill Pelnuyhallia.
Senator OI111KIN. Oh, they a1"t, cover1Id
Senator A ARTN. Oh, yes.
Mr. A1 , is. And in% most of the' States that have SltaUt retir icuie1t

kystemsui they ar covered. Il1 ot her Words, we cover till stiat enmploy-
.es with o1, except iou. We do not covet'r t le par! -tihlme S(ah tmlIOVS.

I think that was pi .l.y heN. ,tus o (if thbe audmuistr i', tiv,'I aoide in-
volved, thtit as 1Ilh. as. anything else, because, they work Ireg1iar
hours. The qcu,.estil of detdllc(io and tl, alUoult to be paid th
would be verv difficult, not impossible but jiust dithicult to admiiktr.
l11t the jaliltors aire covered.

Seit"or MIM .x. Thank yon very much.
Mr. ADAMs. You 111e Vlco11e.
Se uitor M.1i'iN. We lave leeu talking ihout l'eunsvv'inita great

deal, and I apologize, to tlie mmber o ltho vollutittee for that.
11t tell us, if yu will, the situilition its it exists in lPe lvhuit.

I think tho largest. vities arev tuaen ,are of il lu-ttv good shiip',, but
how tioitt. tl, smaller subdivisions, like ouuit is, wlere t h ere is quito
i frequent turui-over Is that workiiig out satisfactrnih y tu
kulow, we sot ul) provision for the admi1nistrt ion of thl tit the Sutite
lovel.

Mr. ADAMS. You iletl ill P 1111s.\'hlvait'?
Senittor -M.\-' N. Yes. Are there very tuny of then tha.t htuve ne-

eqlted that ?
Mr. A.u. It. I v-an answver that i pirt. AMid I apologize if I s-eal

to stick to Ileniisylvaia, but I do know ttiuch mo, %-)lilt I lut) ialk-
i u t tlxull there specifiall' than ill thn other St rates.

Ulhero wts it meethig iu 'my office, Senator, it week ago? of represnt.-
atives over the Shtte who tire trvyilg to sp1eaid inor1tiott llabott that
vory thing. And, asi ma htter of fauctithiv is4i- tlie room right now
theesident of the Stato federation of poli e, or father, t lt, Frath,1uzl
Order of Police, who was showing lut, the hill the otler night that wai
introduced in tl, last sessili of the PetiyIvania legisltiive, right,
on that ve 'y point. Aid I eall tu,1swer in tlls fashion: That itt lunTil,
of vouittis aund n number of itiuicipalities hive, taken lldvalltage of
that law. They t11o g oiug i, Therelk will be mom coming i, thi.s
year, a11 them wilt he till niore comitig in next year.

Wo got a little laugh. miud I think Voll gentlet, nvu will appuetitto
it, whul e no got it letter from Ch, arhe C'ounty, saying that sluie thely
had joined tht, retirement system they did iiot see any Ived for any
mon, lliitgs omi rWieimni. inroblhlms they wves all i't tled. lhath i
jIuM whitt. they said.

Senator M'A61NrIN. I wounded how it was workihig, because I ad-
vocated it. They arV sO 8all that I was worried about the invest-
ititits, lid so oii and I advocated that It1w, tlui I did not kilow just
how it. was worIkiug.
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All.i. AnA mts. Well, it lilts beeni 1111eled. -sittee voilr tot-in, to manke it
ellsitr tti get ill. I thin k litthflit t iiie it 114 Itilte'd EWt eoiitrilitifors in
any~ one' group. Now it lilts hecoin l ~i. it) get 2it) cont ributors,
fromi 111% i 1111i1iii1mi of groups wiIitit e oo ltY,. So t lint it is inu1eh
ellsit'i' to'get Sinnllt't' t owilisllis to tlitt. Antd, its it result, f here is this
trel ptiifowil i't joiltitig 1t111t system.

I finoh. vly wo sav flint it lots nott rent'lied petrfeet iol hy any int'n is.
st'uiftor'Nml-rusi No: if will t n he it lot t i it', of coourse.
.Ni'. Ai.mis. l1111 it is oil its win *~t'into' M tt i ~( pt'sdin) .Are thletre 111%nity iii er quiest ions
kivt'titfor M.uiiri-s. I wislh. Mr. ('ht iiunuu, it'. wouiltd t'pliliui this

l'The t 'eltt'irs eit ift) o tis foint, 11 i11i, of vourst', tlit, S1t t of Penn11-
syl% ni root ivihuh'ts to it, a nil tie district whit'li hei is s;ervitig also
itnihes it ctriut dion.

Mr'. AOAmms. Yes, fh lt' rou iitit ins nie ilt' i 1-0lls h
t'ehmi'r voutiitt tW' pvIt) l lui'i tilt' State t' loi thlit intliv~itulon d istriet
t'atl ct'ttiiliitv 2N~T pt'r't't :tind t bit itoth1es op1 filt, total. wich
i110t1tn16i %, has hieti figiied out to bli dequuntt to en mry tilt, systt'iit.

st'iiiit6ii Mi iiiKi. W~hiitt is th li verge pily of it tvlt'ae' in'l'ennlsyl-

Mur. AiiAms. i'The tiindlioi' iuou1xiiuiiin iil I teiiisvlvaninunow for
filte t'neltt'r with ha eol legt' tltgret' is $R3,8u)0.

st'ilit ot ,i ii I N. .1 t ist to gtf if in rntI ninltr.l' s lissuti'liii oll i11, it Si ria'h 1.1 lijot lt witiittus thait pterston liay into
filt, mssl tfn 11,11111 it'rvet'ilgt' wull lit, pain?

Mi-. A ui. ms. At fte preset( it. t efhut pt'rsoii would prolinhly plIy
itphroxiiiunft'1ly .1 pe'rvelit . It would vitry it lit ft'e wit ilt' itgt'oe lt

age?
Mir. A ttmms. No, vonl rontinutit for filt e tAtif Nyutit r itet' to pay~

whtetver' youl paid wlt' youl t'tit'el thut is pi'ovitltt there is inot. it

St'itfor Milial Ki . so ft'e ft'n'utr pays .1 peltt'it, ti tlie staft' ianit

ir. A\umm~s. That is Ight. Under filten' law, however, I 8sl1th
huegiut pniiig. 8 leettiti, ilplroxilviiii l el, 1t11iN .i~ ' irtieet 11i11t1i-

it'sit i'g tli to lit' jutstt h titmueht flit' gritttr. If (I Canme i ait ago 21
io' 22. 1 woi 1 I y abt T plvi'i'it, anidt if I cltt' in lit lutt age m0,
I wilu pi. it uttutt 5t plitttit. It iitv steiti) qiti'' t hat volu Should
Pity less Nltt'ut yoo tcoiitt in it) yt'rs li1tft'i but flit' atiswer to that is
hut totl ouir SysN'Sttt of viillthi ti t ft'e tendt of :35 years you will take

out less. 'Ilit'i'tfuirt, vtu pay ltess whltti 'oiu t'iltti, btecaluso You art'
goi uig to itt iliblt to gtet letss w'llt vitti leutre.

Mt'ltufot Mlumi K N.I ow tiittit tdotes ltt'tt"iits l itii t'ottrihitte to thlt,

. .\ nVms. I inigine filet Set'itor could ftell you thatt at littlo mnore

8t'iiuof in' R 1ua. Yout sai it l uld Ttoolt) tt'llnt'l'.
Mir. Aums. I Call tllitni e'nttstiiiinfe of it. If vttu miultiply~ 70.00ot

Py flit'14rP Watt'get, which wtold nlow iti1i Cltse to $3,000, anti1 thenl
!11111ti li11ly 1w -1 pt'i't''tt, thait would lie what we piay. Andt 2 pert'eut.
wold lie w'htat the State pays.
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Senator MrUTIN. It ued to run into considerable noney, I thought.
I used to think so, but then I camie down here, auld, iunsinuic Ih s we add
three Ciphers to everything., it loes not sei st) t11110h.

Mr. AMMS. Maybe we sliould ask you to conte bnak and pass upoll
our legislat ion.

Senator AlbiuN. You asstme all average wage of how muchm, ill
round umumthels?

Mr. A AMsts. The average pay t the present time would be about
$3,000. That takes in the, beginners and the oldtimers.

Senator MuLmtKN. That would ho about. $8,t00,000, as I figure it-
half by the State and half by the local districts. Maybe I have drop-
ped a ipher, but I think perhaps that. is a good idea.

Mr. ADAos. I think you probably have.
Senator AirrtiN. There is ooe 1r question. What is ti mnlda-

tory ret irement age?
Mr. A MAMS. Age 70. here is an o)tion there. The mandatory

age for everybody is 70. The mandatory ago nuay be set at any figuia
the local district desires between (09 and 70. In other words, the dis-
triet of Philadelphin, has given warning to everybody that. this yeur
you have to retire if you are 118 or older; next year, (17; and the next
year, 6. In other ods, 66 becomes our mandatory age, but the
State laws is 7.

Senator MATIN. What suggestion do you have as to this. The
thing that has always worried the about. the sy'stenu is the ease where
at man is it teacher and he has passed 50 at he ]ts paid into this
field a very large amount of money, amd theni he (lies; and, of course,
he is not on retirement. 1ie thiit that has always worried ine is the
condition it leaves his wife in. All she has is theauouit. of the fund
at 4 percent interest.

Mir. ADuAs. Well that is right. There is something beyond that
now in the law. I think possily in the 1945 session of tto legislature
the local boards of education were given 11e right, the legal right. I
mean, to set tip various insurance provisions if they so desired, with
private insurance companies; as t result of which a ;iunber of tho sys-
teis have done that. In thie Phuladellhia system, its a result. the
local board pays half the preiiunm, and I pay half, and I have there-
,fore a $5,000 insurance policy. I

Senator MArIN. That is voluntary as far. as the teacher or em-
ployee is concerned. About what percentage have gone into that

A r. ADAMs. I can't answer, because that' has just developed in the
past year. I cam answer for Philadelphia. I can't answer for the
State. In Philadelphia, about 00 poeent have gone into it..

Senator IAHTIN. That law was put into effect when I was Covernor
of Pennsylvania.

Senator Knmi. Once fle teacher retires, under yourI' program, are
the benefits payable just for life? Or is there a nininuunu even though
the retired person does not live for that period of tino?
Mr. ADA3ts. Well, I would have to answer that in several l pieces

There is a new law which'provides that any school enmployeo wlio) has
had 40 years of service would get a mininun of $100 a month. Or
I will state it differently: There is the provision that at the retirement
age of 02, regardless of anything else in salary, you get $30 t year
times the number of years of servi. And that has been applied
retroactively to a11 of our retired people.
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Senator Kmmri. I do not believe, you understood my question. Sip
posei a person retires at the age of 55 on the basis of 'this new formula
that you live told us about,"

Mr. Ai..ms. Yes?
Senator Rmll. If lie lives to be SO, lie would get the benefit for 25

years?
Mr. ADAMS. Every V,'ear.
Senator Kam. Su'pl;ose lie lives just 1 year?
Mr. AiMNS. lie gets it. for 1 year.
Senator K1,11. I utherstanfd But. is thero anything then to his

survivor?

Mr. i .Mms. If he lin elected option two, three, or four, his widow
etsi as long as She lives, or his ehil dgets. or thi aged person gets as

long as tilie pelsol lives. whatever that option would indicate.
Seltltor Kmlui. But there is no minimum number of years payable,

in any oveittl
Mr. ADiMs. No, it. is the same, after Ill, as nit anituity with tin in-

suraut'e coimpany. Sonie people get a lot. nore antd soiie people get
a lot less, as it result.

Souitor Aim m llKIN. Thank you very much for your illuminatingCont ribution.
Mr. IADAs. thilik you, on l0,half oi the Coliferenee, for the op-porhuiliy.
Seilitor ll,i.. The nexti witness is Ai'. Jolhn A. Wood 3d.
Selilator lh;'rixir. Mr. chliii iuil, while Mr. Wood is Comiing to' tie

Staniid, I would like to insert in tlie record ia short. stateiieitt Ithat wits
furnislied by Mr. Vogt, I think you reeill him ias the stair director in
Oiihla, )oighis County. Nebr.

You will recall that yoil and S tliator Kerr carried ol ia considerable
eOiversatioin with hiiii with reftreiice to the trends in public relief
iaind the subject. of gulirdilishilips. lnd I thiik his statement will be
ver, illuininat ing illd interesting.

senator MirI.lkiN. The stiteliielilt will be entered it this poitt in the
record.

(The statehtiiei referred to follows:)

81'ATIMINT iY PIl I . VoT, OF OMAIIA, lPOtULAu CoiN'Y, NIn.

TI'ENlS IN PLiII.IC RELIFi, 1l3O- 0, I.OVGL.AB COUNTY, NEItR.

In 11130, 0.18 llersolii per thousand Ioiailamlit' were reeelving public relief Comt-
pared ito i.61 per thoultnld In 1I950 or tin Inerease of U1 percent. 1930 ex-
pendlitires for public relief were 0.56 pir capital co ipared to $12.95 during the
past year or li Increise of 2,213 percent. During this saute Ieriod private moin-
niiity.cliest agencies fit the county liirined tlhelr annual expiilitures for
relief from $145.710 hi 1190 to $5m.01i29 ia lfi). These figures subsia toa the
basic argument presented in tle lit:rii "That the Itreelit Systit of public.
asialslace Categories elncourages pultilic tilelideiicy." It should be enuphislted
that during the past year oppo rtuilty for employimient and s tlf-support In tills
co tin ilty were exetlileniid ticoipared favorably with the general ecouinlic
conditions In 1930.

OUAliiIANHIIIPS

Stnator Kerr suggested the uis( of gitardiaishils as a solution to the problem
that " a co iitieraible imiout of public fuiids proild for assistance grants Is not
expended for the necemsitles of life slice the Social Security Admilnistrtion
requires tliat every reelipleit be given a i umithly cnsh puyiieuit." I have itado
careful lIquiry itlo this propmal of the county board and nsistatit stiaff andi
they tire unluihnous in their opliion iithat appointment of gunlaaishlps is not
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the practical answer to tils problem. I am told thut If we were to restrict
gunrdiansilli to only the iost serlois eases of itilsinalagenicnt atnd deprivation
we would need a ininnuln of 2N) guardians. Frankly, we cannot ilid it score of
citizens In this communnty willing to accept such guardianship responsibility.

II. It. (uI< O providhs vendior laynlents for lnedical and] hospital service. There
Would s l to be eqIual justIlleation to permit vendor payments to the grocer,
landlord. ete.. il those famillhs where there Is lhngrant neglect of dependents
due to th milsoxMenditure of piblic funds. Tie right to aipeal would protect
the re iplent from arbitrary or pIerioml decisions which night be inude by the
came workers or local departmotit.

Senator Mli.rlKIN. Will V1o please state you1r full namue. your occtu-
pation, anl whom you represent here?

STATEMENT OF JOHN A. WOOD 3D, CHAIRMAN, LEGISLATIVE
COMMITTEE, NATIONAL COUNCIL ON TEACHER RETIREMENT,
NATIONAL EDUCATION ASSOCIATION

1Mr. WtooD. I ai John A. Wootl .3, secreta1'y of the '1eaclu,1r" l'el-
sion and AUnuity Fund in the State of New Jersey, and I have asked
this collmittee t) let tile give test iiollv s 11 (t)hairul of the legis-
lative eonimittee of the National ('oulcil on Teacher Reti1eulnent of
the National Education Association.

Senator MtJIKI,. You are a teacher by profession?
Mfr. WooD. No, I am the executive officer of this retirement systein

in New Jersey.
Seniator MnI.KIN.. Iiave you been a teacher?
Mr. Woon. In night school only. MAy background before I becallto

secretary of the retirement system Wis ili the homle office of all isur-
ance company.

Senator Muii.tIKIN. Proceed, please. Be seated if you wisl.
Mr. Wool). 'rlite Natioml Council on '[eacher Retirenent is an o1

ganization of executive officers mid board members of State nli local
teacher retirement systems. Active membership in the council is held
by 39 State systems and 14 local systems. The membership in these
systems includes about 00 pe"pcent of the approximately 1,000,000
public elementary and secondary school teachers in the country.

'he council being a division of the National Education Association
has been asked to officially rep'rsent. the NE, on tie question of
social security for teachers. At the annual meeting of the natioll
council held in San Francisco in February 1919, a resolution was
adopted petitioning the Congress of the United States:

expressly to prohibit even under voluntary agreement with the several States
the extension of the benefits of old-age and survIvorship Insurance of Federalt
social security to any State, county, municipal, or school district employees
already covered by existing retirement systems.

There is now a teacher retirement system in each of the 48 States,
most of them more costly andit more liberal in their benefits than even
the proposed benefits of social security. Teachers have been for gen-
erations underpaid. They cannot aftyrd the cost of additional pro-
tection offered by social security.

It would be difficult to persuade the States and the municipalities-
the employers--to continue to support their local retirement. systems
at present levels, and on top of that, to have the employer pay the
employers' taxes of social security.
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Bletefits to survivors are a basic feature of the social se'lrity law.
ihes s'v'ivor benefits are available in most, of t11 local systems, but

they do not have to lbe paid for and are not needed by unmarried
piitiiei employees who have no dependuts The majority of our
teachers aire illmarried women.

Social security 3 offers protect iou during tile employment of a pIblic-
"Ouool teacher N 'ho l~l0'es her eiiloviiitt fronm out' State to another.

Senator MInIKInN. Could you say olihald wld percentage of teach-
ers tire iuuiiinirried?

Mr. Woo. I do not know. I know it is high. And I can get, you
a fig.ure., for that if you would like to have it.

Senator mliix. I think it would be interesting, because we have
the problems of dependency and secondary benefits all through this
business, aid it would be ,nl interesting stltistic.

Mr. Woon). I can get an authoritative figure. I think we all know
that Illtost of thlei ll'e 111111111 rriel.

(The matter referred to is its follows:)
i, n I thlr wais a Natloji-wlh study by the Unillted Stales Ollil (if lEAdu'a.

liol. The results of hils showed that (1(1.4 iorc.lit of llt teaclcers ti (tile- atid
Iwo-telitler selluols Were unllll edl wolivi : 74.,5 wretl of olelllitary teachers
IIi other tmll O1ne- ltnd t wo-iteler schools were mllitarled wuvll (12.1 imrctart
of Jifiitr hlgh-sclool vtochers were tmilarrhd wotlen ; atnd 55.7 pherelnt of high.
school teachers werl iunuarrled wolienl.

The 11140 cellmsl, vhlsslifying by ocelluou ns and not lllult1edl to iuble ele-
llelntary iandol semotdary ti(itlherl, showed that of those rehorllig themselves mII
teacliers 52 percent were un riled wou.u.

The saumh1k Stlldy III April 1 1l (if 5.00) toeauhrs Imnihtld Mlit rM percent
of ill, Ill'bil toaclies ill Ilmblle elemelllary alid secondary schools were titl.
inlieolh VwOlen: 411 liercet Inl ti rIII'I schiuiools o're iiiluninrled women.

'Th s Imllvates that ovi' lit, luu t lmy mii whole ,A) lircent Is it good estllte
of eomdillons today.

Mr. 0oolh. Mtainy retirenlinl systems now take care of tile miigra-
tory teachers by ojlerin a deferred ammitv to be claimed at. retire-
imnt, although tie teac'ler may have left tile s'steln years before to
go to another State, or by allowing the teacher (oit entering the system
in a new State to )nrchase credit for prior service in another 8tate.

Subpairagraph (d) of section 218 of 11. It. 6000, beginning on page,
82 of the bill as printed, permits a voluntary compiet to ie entered
into by a State al the Social Security Adtiinistrator so as to extend
the c(verigo of social security to public employees, but nlvuires that
this agreement, Cannot. inclul e services performed ill positions coverted
by an-existing retirement system unless tle goverlior certilies that
within a year before the effective date of tle proposed 11greeiiient,
a vote was taken by employees holding positions covered by tile sys-
eill id by adult beneficiaries of the system oil tho question of whetfier

or not tiey wore ill favor of being included under social security,
and tht at least t wo-tlhirds of the persons voting vote ill favor of the
services of selh provisions being included under the agreement.

Then, are severIil reasons why we object to this referendum iprovi.
sion. In tle first place. the pIroision for balloting is very vague. No
conlitiolis are slcified, except that the balloting-be by written v'ote.
It is easy to imnigine eirciullsthiices ieing so coil rolled s io e voit

a small minority of determined proponents of either point of view to
control tile voting.
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Senator Kiau. I take it that, the gist. of your position is that there
should be no provision made to included theni. as contrasted to a recoin-
ineudation that the provision be made more adequate and more equi-
table.

Mr. Wtxnm. Our position is that we would like to have the Federal
law specifically exclude the extensions of social security to public em-
plovees that are members of exist ing State or local ret ii'emenit systenis.

Senator Kcm. Therefore, ini reality, tile presently indicated method
of how they might come ini is more or l'es immaterial Y

Mr. We D. That is right.
Seiator Kim . You do iot think there would be any way to improve

tile metloI to where it would then be satisfactory *
Mr. Woo. If we had to accept the principle of a vote being taken,

there certainly should be improvements.
Senator Kp'ai. (heat improvement int the method V
Mr. Wool). In the method of voting.
Senator Kum. But your primary interest V
Mr. VooD. Our primary interest is that that voting provision be

thrown out.
Senator Kr.R. And that the eligibility for entAnmce be thrown out.?
Mr. Wool. That is right.
Senator MlimamN. I do not suggest this as a part, of your cur-

riculmn for teaching young people, but maybe you would 6e willing
for this purpose to borrow a Go ldwynismn, by sing that you "want
to be included out..".

Mr. Wool). That is right. We want to be left alone.
For the record, I have some objections that I have set forth on the

balloting procedure. For example, t ho hill leaves mnderterinined
the individual or agency which is to set up the balloting procedure.
The balloting procedure itself is vague. Is it to he by mail, by
convent ion, or by personal balloting ill holme dist ricts ? Will it permit
an election to be called in one central place, with little warning, and
with insufficient, time to make the participants familiar with
tile proposition? Will it be possible for successive ballotings
to be called at irregular intervals, until the question is finally
resolved in favor of the viewpoint held by the ele't ion oflicialI Will
it be possible to call the election for a tuine and place that, are incon-
venient and inaccessible to a large number of employees-and perhaps
at a time when large numbers of interested employees have officially
scheduled engagements elsewhere or are on vacation? So vague is the
referendum provision that frankly we feel it to be be a gun con-
stantly held at. our heads, ready to be discharged if by chance its
control should fall into the hands, of unprincipled individuals.

Senator MAfia N. I think that Senator Kerr developed the point,
that even if they improved that you would still be against inclusion
of your own system.

Mr. Wemn. That is quite so.
Seutor KvRR. Even if it was good, you would not like it?
Mr. Woo. It. couldn't be good, becauWe we don't like it.
In the second place we recognize the personal interest which officials

of the Social Security Division may have in extending the social-
security coverage. They have at their disposal a corps of trained
personnel. Just last October, the chairman of our council, Harvey
Black, the executive secretary of the State teachers' system in Okla-
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hloni, reported that at their teaceli-'s' convention it booth had leen
assigited to the represeitat ives of tho Social Security Board'. stair,
teaching to all colliers the advantages of social security. Several visi-
tors called at tie ret iremenlt system's information hoot and asked the
tiest ion. "Why is it that t teacher, if li, were a nepther of social seci-
rity, could rtceive a better retireilient heiei! under the social-security
prograli than li, woull be aie to receive uider t lie teachers' ret irement V
program of )klahoma V" A coillparisoli of tiho eieniits under tie
social-security hill and the teachers" retirement law shows that this
would not bptirte.

'hIt' lvgislhtures of Iwo States. Oklahomita 1111d Arkainsas, possibly
ofhel., have beetl persuaded to adopt laws which have beeni reportei
to be prepared by tile staif of tile Social Security Hoard as lodel hills
whicl wouli elehh these States and their municipalities to enter into
collpact s with I he Social Security Admilist rat io for the coverage of
their public employees 1inder lh1' old-age and survivol-ship insurance
Pl'o\-isioll of (lit Social Securil\y Act.

I would like to say there that 111V test uony is written "admittedly
prepared by lie' stalr of ile Social Securilvoa rd, but I have had
only a1 1ep )t, l would like to chalio Irecord to that effect.

enator MIht-l. To till allegation rat her than tn admis'sion.
Mr. wool). That is right.
Senator Kv'nt. Let ile correct the impression with reference to

Oklahoma. Because ihe now junior Senator of Oldahoma was lieu t ie
Governor of Oldalhoum anud supervised the relarat ion of that law
Ihimself. And 1e knows how it was done. It was not dole ilf con-
j action with anybody but tile teachers ill Oklahoma, and it was for
their benefit. and Iot "Vith reference to making it eligible as to what
might happen ill the future. 1 just wanted to relieve you of that con-
cern about Oklahoma.

Senator MumNi tu'x. Do you say that without ally mental reserva-
tion whatsoever

Senator KE:ta. Without 1Ny whatsoever.
Mr. Woo. Thank you, Senator. It, was reported to me otherwise.
These two examples are cited for one reason oilly. It is commonly

accepted that even" tile poorest of the State-orgtnized teacher retire-
nieunt p1ls is superior ill its benefits to tile social security provisions.
Local and State reliremlient organizations. however. are Iot stalled to
campaign for or against any particular Federal plan. Nor is it their
function or putrpose to do so. 'here wouldhlie a sincere question as to
wlether they should even issue factual infortiationl t Itat could be
interpreted a;s favoring either of two coutlict inig viewpoints. B.,,ause
this is true, it can readilv he seell that rare, Iv 'an the membership of
a retireilent system obtain enough information to enable it to judge
wisely when ;nly one side of the picture is presenIted. It is feared
that in all instance es teachers who choose the social security plan, by
referendum.t are misguided and irrevocably injured.

We. therefore, beg the Finance ('onmniitee to reconmenld that the
Senate amend section loi of II. I. 6000 striking ollt section 218 (d)

1) (beginling with line 10. page 812. to and including lite 1, page 83)
and substitute therefor the following paragraph:

(7) Such agrnietittt shall exclde all public employees InI posltlons covered by
a retrviteutt system, as previously delled lit snbsectllot (b) (4) of this section.
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lUder' paraigraph To of s'ct ion '21( off tb I hI , t(ho exclusionIt hic-h we
seek is readyd) proposed for Fedelt'Vli vil serlvie' emIploye'es.

I would like to ilake parlt of lily test iuliolly tile'lit tuacleti. explailt ionl
fill([ it talhi show inig 11 V0111pariIsoil of filtoIal iowa iwes untier four'
t'tiiiti olis bet weeul social secullitv andit tilt' llilvwaices offlered h%. t'al
of the State tealcher ret iremift systemsl. Th'lese airte t aken fiul thle
D)ecember 19-I!) issuep of tihe Revst'arei Btii let ii of the Nat ionai Etlitit-
t 0111 Assoceiat ion ent itll'd "I'eat'hers ill the 1Public Scilools."

That, is, I believe, of value ats rt'ft'rt'ue. I wvou't at t empt to read it
utyou will not ice oil page 7 of thle test iniloiy thaut I "m11 ofierilig t hat

there is at line iteill for a' 'U' Staltet. A lit foll tilt' (,oill,,,, l l'1(lillgS- t hero
a111 fouri tyjpielll Colilit 11111 for the reftireillielt of it membelillr. lit tile
te'xt there is aL ('0O1 illj i ol'51 of tilt ht'lleffits paid1 ill tholtse States wviti ile

Council ill April of 19NS, tilitl 1lilde tilt pnlOvisiolls of i . It. 010t0O,
which wits palssted by tilt I lotise oil Otobert l ); ta t 1 is, ill tile
forla ill which it ihas colflie to tilt St'imte.

Stenator iM1umiis. Ally (jilesttoils, Son'Il llt
Senlator Kuitt No qllttionls.
Stenator MILIillN. T1hanik you very muchel intlet't for coming, and

foir r'li Colit libilt ionl,

lowv:)
XI. 'TEACH1ERS .%NI) F1rtlFltAI. SOVI1. SEtITITIY

Sinceul It10 p~trllt' li h v i lc lits. 111ot 11.tlep lleellly e nlr(1

SocIlial 1111eocilt' Atl'ibut tiltIt'li.o oploycoeaewsfi-rd( i i ls

of'8 Its1 lrftiiir ie t i tti t ll iliy hiti18It0'S.ltild th t plbl

vIll fol'Sb4 lilr'vril't11 tby 8tt'iavi betwitlr~ t Status8 111u it, reeraen alower-
111)108 hisrdetate woutem UIFod llthe' ilaig' tfi veltlll~l ~ot l tillitsyt'ile iP'ttdtral
l"eilYtlilviliii bclplloe lil giler'lt sofialt'ltu ~ t~rity ay 'vit wold beit 11141 l-t
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I tte'laattattta tt1l't Wttta't tat faattr tOAtat ttaaatttaaa tIaIA a~tatat
totNo'atatttarttaate a''ta t oitilfo ibil wwv \Itt tatata thit tUa yat tat tat \ tat'. 3 It it 6ta'Car taatat milrta't ta%

yerars ttatttiaa tait 1ttr t e t tittaalaa, tttsialol d.'fat'ttt ITtt'tttt ttiat tat a'lm taattt fatM at Nalt.
at g ttttttttaataarattaalatity tattata taalitter tAt \va'aa at a t iv.ta'

atNot Mttitae (tt liattt'aliz lte'ttt'ttt' atatt atitar ~.'M a'atr eat tar at
at 'This 1tartaattta ak Itttt'tat t vilotatetit tit Sta) SJ) tat mittttttt tt tt, a'a tatta attat' aatthat ttraaaaat

law,
It Nott taltita, ita f Ia1111 attaaaattt tat'ta'tt t aath t 40aa.
1ti t1ttaaia'al lay rttra'ieaama oktkrtatt.
tA ttetlttag tlat wh'ent imfaf itl'il that ,tystte.

t Ite tott Itattatp Imtat (ttiattatt Ma tar nilt hiataattta tttatatatat aa y Iatto at wl byttat Ittht tattatattar.

Smaitor BfmUJJI The net~ witatsqt ist Mr. Spencer It. rookiee .
WVill you llllt' youtlol colufortt'alo miid gIVO VO~lll l1l111llkt to Owk IV-

porter anid the ciatacity iln wichl yoli upivpar Tere?
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Mr. ('aittttra. Ai'. ("hai ira'tutt IIId goiatit h'at'ta of tit hacottailt tee, 1 1111
ta'tta'a'r 11. ('a'aaadias. tilat a'xa'itett dirt-at ot oif t ita' ( 'itila Wet fair

I 'iglt' oft Atttt'tiv't ia'. , antd I tiai here'a to Spa'ik ill beunt f of thioqa'
tortioaoa of 11. It. MWOi titat have tot do it ii t 1 it on 11 otitw to I ho
Iaka i 'aa I i i i'at's II (aat ii.

I ttltild I staotid a y thV ait Nyti tivt'a'tiltati volitttnt'v aIt".tiit iot
(1011piing 12.N3 vrhitd-wa'IIT fn '' 'giilzat latt latailt atii ill a' iiL's ill
-112 St naes. ('ntandatil, and 11lawani. Kl a'tttl ta' ou ittt sso~aei l ol tei ffi l i .
ated til I' ltbasisa of tai~h ita 11lity of' se'tvvive. liveanara fill'%-tire lenader"t

iiitieit aotttttttit~ itley i ltelitte 1111iti i l t jri va( 0 e1 hiiti- Wei fit'V
ortgallaizzat iotats. se(II't t tiatati itt'' 11; t ilta.a it ttit wia'i ae at' ottkitt'
w~it it da'1aa'adetat latta Ileglia' vid chii att'a't aiait t il itreat who ire lot raljail

delI attarilat.0mt 1aaia'alaa't- Ia 'a a ti'laatS11ii4 i tat1 a't'a'at ill at'1 wo'aat
oaf I tt11'iiiita'as la'ttai. Waii ta it 111A.t la iili ul ittata i lw~ttiilit its
willilkt1a11 l iit''a viaia'd otl thiema wtitt'a II; itt' o ha~'aIteti iavv toteI-

tla'aidt'a top fatawated i114 more 1 iv. aede'a. livall'aia atlso. it itt liti
posataiiav ita tadilvidae (t" pattel iti aIoiIaI'iitt fa'oitt, a dliitIataI'ttt v'iild
its ~ta'a we It ho would tiIgo t hait fitatatta ite aaai aivatilabti'Ihroiugh tila,
Ciailait'at I1itrai to htolstera litatvtott soa'tvia'a'a fill- (ha' aaira atil t rent ttta'tt
of a'iilait'a't whoa ata ill aitigar of biaaaataillf al'itaaiata'f ttt aalra'tia,.

Feral faa atait ataw atliihia'b fil- at ia tat Ia~ t atll (tat' 0i ihiwa'ifata
dirrl iahos $,at, ii I~ela't' I 'eaa a'. aita' va'a' liili'a. 'Thesea fiattid,fa'ai-

Will a'ottitatat' to ha'% iaatattthia'ia'a i aatls wa' prtt'a .aa fatatai iai mtith ailt
1111111tatat a- iatt1 altngq' will atot oa'a'aat to thei a'hitiit of atatoilaat av.
Wea ltaveda eatattgit tat imii la traong trot a'at ialta illt fa'egiaat'ai. Ait iaa*
VIt'a'a tstx t'atttii'a iait $ i'2".( .tt0t watta hat cotalittta it at1ktaiot xta'j
forwtaral tIhaea dit''at iti atf atw'iatg t hant a'eat itid sataiatl at'id
aata atvn aila tat till ('1ltit lla whoa ataa'a thittt.

flt. $114000).Oh00 to attait 'h,* 1 aizsttatt. St atta fIttt lit i the aiatata att1otatt
0v da o aita ailt ava' at ttatt 'lhig iaianitt hittittat

It'r.,( 1 ooa'att a's. well'i, a'itl. oil'an tit, ttaait taf prtesenat atttag'. (if ('h1it.
dt'a't's Butitatt fttntd"a tot ttla at tiaita'hiatg atratatga'atta'ttt alape'tiitag tt1tattt
tte stalka it tait itti.

sa'ttaat t' Ni t.a.t a a . 1'ataai atg lil t otaer 1ltaiaaa's of thlis whiol' pa'aga'ata,
ta) 1aattilig otur Ilina oxa'iltxivel'y till 1 16ai ota itt it cotavltla' that
thet St aitesan ita a atttiai lanal itIaa i' t'vatte thirit ias ant gellii
taf v'araittilsi hitila tare -.a1ta1111t ait fitt' laaai1 at it,' Staite a' ve hv . to ilit
$t'.ot)oomo at N-011t' ftor tit, haitlit of (Altiidrra I

Mit. (attoxmAtta. well't. Sea'tort. 1 attI "oilti tto reafert tat tit itatat iaalaa
tpoiaat at little lattert, but I tiitk I w'aata hiho' tat itutert'jvt ait thaix j~itttt'

it'anaa'atit ittitassioat thiait wea g't throuttghoutt tilt' cotrttty aix4 to t hit
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ability of private organizations. for eximilh. to raise additiomil funds
over nd above tile ainoijts they already have. For example, it is
pretty much time consensus among tile coninminitV chests, which repre-
sent tie largest body of voluntarv giving in the country, throt they
have m'aclm'd what they call soinet'hiig of a1 phiteau of giving. xov,
of those aniounts raised by conunumnity chests, for exapnjle. Which
totaled in 1949., as reported from 1418 Iliajor cities. solno $81A10.000.
20 percelt. of (hat went for child welfilre-

Senator KRn. How maty cit ies?
Mr. CnooKxs. One hmudred anid sixty-eight major cities reported.
Senator Kvun. That would ba only aI half million dollars eich.
Mr. CRooKim. They raised by voluntary contribution a little over

$81,000,000, sit'. Now. before coining here,'I checked tle total ,latmounts
tabulated by .John Price Jones, a public-rehitions fumid-raising ,ic-
credited organization. They gave us $92,000,000 as tile total .1lnolillt,
raised.

Senator MILIKEN. But ill addition to that, ,vou have your chircles,
von have yollr lodges, and yell iiia- your activlti's \vlich do lot reacll
ihe formalit-y of a coiillunitv-elest dr'ive. You itive your local taxing
powor ,your State tiixinig po;'* rs.Are all of those together inadequate
for raising $12,00,000 at tie local level? Would von say that trei' is a
lack of local ability to supply that $12.000,000 "

Mr. CHOoKmS. There) is i iotientitl there, Senator. lIut cerinl6iN' if

tle cominiity chest is a good exalil|ple-Ilid tIle last report we received
fromt them wis that. tile chest, this year relied an average of 94.6
percent of their goals-theni there is ill ia sense a iuiittliion as to time
ailoUlint which they call ralse witholit something pretty radical hlap-
peing.

Senator IMIm.KIN. YoU aie not saying it. cold not be raised?
Mr. CnooKs. No, sir.
Senator Mt.LImm. You are saving that under tle practical circimin-

stances that exist you doubt whet lier it would be raised I
Mr. CRooKES. Yes, sir.
Senator KARR. You are saying that, there is a very definite need iot.

Dow being met either by local contributions or government al assist iice
Mr. CRooKEs. Yes, sir.
For example, my informants advise ie that. the per capita iollillit

of giving, Senator, to private charity, his not increased in this coulltrv
since 1924. That is, per capital giving has not advanced. Actualy, th!e
base has been spread. And tiat, too, is dependent. uIOl corporate
giving. In the degree of :361 percent it is dependent upOn corpoIrlate
giving, which varies. And durillg a period of poor titles, it can vary
veryV markedly and threaten the whole base of voluntary giving.

8uch services would include help to children living ill their own
homes or elsewhere, in overcoming ,obleiis detrimental to tlir
development as responsible citizens. rhese are the children all over
the country whom we do not. see until they appear at tile iiustitut ion or
court, after the damage is done. Some part of the money from ii

increased app)ropriation carried in this bill would probably' he used to
provide temporary care for some children outside of their own honlies
as has been tihe case, although to i very limited detree, ini the past.

We recognize that, both volunta'rv and governmentl agencies. work-
ing cooperatively, are essential if leeis o children e ti b adequatelymnet anid that, opmrating alone, th~e voluntary agencies are unlable, to
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handle the N'ohliie of children needing assista'e. No one needs to be
told of the recent, unprecedented rise ill tile birth rate, and of the
resulting increase il toie population. It is Iilso apparent, today tlat,
voluntary agencies are explerieing greater citlicult ies ill fund raising.

'i'ltee is ieCO'Oll it ioll of the fact that be fort he develo mnelit oi ally
appreciille scaf.e of child welfare under piiilic auspices. tilere were un-
told anuilber.s of children ill need of Sneh services 11nd41 care who were
not receiving tile help they needed. And., as a mtter of fact, I should
like to say that. certainly ini terms of a 6t-cent dollar, or howsoever, they
have not increased accordingly ill that direction.

As we see tie picture ill the' Uited States. vollitlry agencies. to it
very Colsiderable der'ep, iv' beel all li'banll levelti)llelmt. If we
are to assure every Child, 1o matter whether he lives ill tie city or tle
Country, tile services aiad'care needed, there should be a well-developed
child-welfare progrlall iti every\ State. and this program should be
State-wide ill scope. The Iliaxilmullm efforts of bo*th voluntary and
State-wide public agencies are essential if we are ever to accomplish the
job.

The scarcitv of foster family homes for Children Who Cainuot. live in
their own homes is accentuatel by tile inadequate housing which pre-
vents many a family froil adding a foster child to tile family group.
Ill iiiost of ti hlri'e cities: of tile' United States clildre. are kept oi1
wait ing lists foir foster carei. it sit hutloll which reflects not, onily tile need
for more child-welfare workers. ilore funds for the board o;f children
and Illore foster holies, bitt also tile fact thlt existing Child-care
aelcies have not yet geared tip to tile large increase ill tile collutl'"s
p llation of young cihildreii.

No\' it seems to 1110 most reasonale to assmille that. tile increase, for
example, that we have seen ill tie school systems and the pioblelms con-
current therewith reflect just as thloroulghly ill the child-welfare
programs.
With the except ion of a v'ry small aimiililt of Federal ehii-welfare-

service funds now used for tile teuliporalry care of Children presenting
special problems, tle lilliueing from ltpblic funds of foster family
care for children has liten left to tilt, States and their subdivisions. lIt
some States tei only funds available to pay for sutth care come front
count y or city treasuries ili the State. Sell funds are apt to be most
inadequate. evei ili centers of larger pophut ion, and in some counties
tiley are practically or entirely nonexistent. lit one State, where the
Chll d Welfare League recently studied ifs large institutions for chl-
dren. ve found that counties, because of lack of fuits, were sending
children great. distances to deposit, thenm sometimes for Years, ill a
crowded institution, away from their honies and communities. Any
prosi)ct of reuniting tilw.e children with their families, and making
their parents, or helping themi to be, respolisible for their care, was
lost in the passage of time. And these children, as a matter of fact
many of them, were admitted at the aue of .5, 6, or 7. and stayed uilitil
they were 18 years of age, without anything but nominal contact, and
a limited contact, with their own homes. And we criticize ourselves
continually about this Ibsiness of assisting families to be responsible
for their children and building a strong family unit. Yet, on the
other hand, we foster tile separation in such a way.

Not only are existing agencies not presently geared for the 50-
percent increase ill 0--- cli ld population, but the public at large is
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only Ieconing IaViiie that the increased 1nn|,ers of children now
retih and will continue to require greater expenditures thaln pre-
viously if we are to insin'e even i mhihnnum of services to their well-
being llealizing this, a iiuiiber of States have made some State
fitr. available for foster faniily home care. There are Whole States
aind counties where chihldre are denied it foster honie for the sole
realsoii that lio funds a1l-e available to paV for care. We know of ole
State where State funds were depleted, where there was pressure on
chhild-w'elfare workers ill the counties to remove children 1ou1 foster
homes regardless of the fact that they grealiv needed such care and
should have renuained ill tile homes il which ihey had heen placed.

1 am advised that ill some laces there is pr-essure to remove children
froIll boardimig holes an1d place theni for adopt ion for the sole reason
of saving tile expense to the locality of coatinning boarding care. In
1ma1v cases it would be preferable 'if forlther efforts were made to re-
habilitate the child's own home. The severing of parenlal ties is a
serimos step which should he takeii only \'hen it is found that tle
welfare of the child demands it. Obviously (lie plan for any par-
ticular child should bt based ip1oum wlit is best to iieet his needs. To
assure this, there must be adeqimtte funds available and staff to under-
take tile job. Child-welfatre workers siMould liot he chirmgel with tihe
reslonsibilitv for. such hlirge 1munlers of children that they must
neglect some in order to help others, or give inadequate service to all.

Cases have been reported, for example. where the child-welfa'o
worker must. not only give miceded service iii planning for children,
but, herself try to raise the funds from any individual or vohtltary
group who will listen to her story, to meet ,oard plivmneats for foster
home eare. Aside fr-om tile broader iniplietionis of'such a systeni, or
lack of system, this is a misuse of the time of the child-welfare worker.
We full well know that there are not sullicient nmunbers of child-wel-
fare workers who have had the training and tIosess the specitie skills
for their diiciult task. We should be zealous in seeing that their serv-
ices are wisely consseived and not 'waste(. Even ill racing stables
for example, there are experienced and skillful traiiuers bat it. would
be unheard of to require a trainer to beg for feed for the inuinauls.

It. haiis been a wise provision ill the administration of tie present
limited Federal funds for child-welfare services that a portion has
ien used for training personnel, so that they can increase their skills

and, therefore, serve children more adequately.
By c4itrast, in some parts of our country, there still exist agencies

which care for both aninuals and children under one administration.
And it. is not. unusual here to have a licensed and trained veterinarian
to supervise tile 'program for the cats and dogs lut no provision for
tile training of thosewho undertake to guide the lives of the children.

The plight of Negro childre calls for special attention by those
considering the child-care provisions of II 11. 6000. The increase in
the number of Negroes in the populations of towns and cities has not
bwen paralleled by an increase in the services to dependent and neg-
lect edNegro children. Since few of these children are either Catholie
or Jewish, by and large the sectarin agencies provide little services
for them. Those who are Protestants seldom ain eligible, due to ill-
tike restrictions for admission to the child-care facilities operated
under Protestant seeretarian auspice,. Consequently if the needs of
Negro children are to be met, and certainly they should be met, there

866



SOCIAL, SIUIIITY ItEVISION 867

1ust be extensive expansion of tile public welfare services to depend-
ent anld neglected children.

I should like to refer briefly to the importhane of recona|e|tdaitions
which have been made that additional funds be allocated for the care
li1(d freatinent of the juvenile o|teider. You will note that I have not
used the term "deliniquelt" as a tell describing tlhe.e children.

Senator Nlu.|alt.I . May I ask: Are you speakihig now to a fund in
addition to the $I12,000,000?

Mr. c(1 oolip's. Yes; Senator.
Senator MAli.Imi . low mueh?
M r. Citoo r:s. $12,000,000.
Senltor ||.|I. In addition to the $12,000,000? You are talk-

illgrnow abIout another $12,000,000?
Ilr. Cioom.:is. Yes. 'l' amount that hats been reeom||menlded before

the committee is $12,000.000. What. we are saying is that we would
like to see addit ional funds.

Sentor l Tluz. le Seantor asked if v'on were asking folr the a-
thorization of flie $12,000,000 tha li has ben lieretofore reconuniended.

Ar. ('nolKus. Yes, sir
Senator KF.ru. Or are you asking for thint full $12.000,000 and yet

additional 1ut lhorizat ions?
Mr. (noolus. We are asking for that ftll S 12000001,00 and tiil add|-

ioiil nut l ioia ion.
SeiiatOr M.1.13iN. ihlt y'ou do not suggwst tile alautl '?

Mr. CiiooKms. We do 11o lit this point specify the inlollilt.
S01ia1or M1.1L1IN. Aid wh"l have you ill lie back of vol' iind 
,Mr. ('iooliFs. In what respeel . Seintor. please?
Spelilll(' l'ilu. WVhat w\oulhll VOll r'eoilliiield if Voil wer'e ret'oill-

iuie1idia lilt aidilit ional figure
Mr. Caooits. The sole reasoli lht I an1 nolt able ait this ji|t'ttilre to

,eXIC011ii1ell in behalf of my organization a 1.0000oifi gure is thal
lit the present time oar asso'iat ionl is stld'iiig the whole problem
snrroiiiidiiig tile t it'lleuit program for lie juiveniile olreiiie|'. If I
welt niikiig i retomnendat ion. I would eertainlv vonteur with that
whiilil hts been made. that it should be S,'12,000,00).

Senior Kt lmi. I did hot know we had a rccoineidaltion for a $i ,-
000.000 figure other t lint lie S.12.,000.00 to which we had been nsktd
to it'rease the provision of the bill.

Mr. ('nooK:s. It was my iinprt, ssioii, Sentor. tlait there wias an
additional $12.Otl0.t00 nieitiolmd in tile eolllve of test illioliv lie'e.

Sei(olt MAllullt.tKIN. O111. t'hnie'al assistant savs that M. Ballartd
fromii 1ull ]louse reoiieaded thai.

Mr. C('oola:s. Yes. Mr. alll||rd and I ani not sure as to whether
or not Mr. Eliiuger of the kiletan lgion Child welfare teounitte,
1I1so nitlde ia sillrlihll'conilllltendltiol.

Senator IMla,|KiNi. Of nti idlitional $112,000.000?
Mr. C(toomus. Yes, sir.
Stlnitor Kxtni. You aid I were both lere. Senator, when both of

them gave their test imionv. and I didl no so uiiderstanld.
Senator MtijamiN. I miust havt been opaque ill my listening it. the

time.
Mr. Ctmomus. I have not used this tern "4,linquent" to describe

these ehitlreii, because I laive come to mistrumt the desigmation, whith
applies only to couti'-dete'iied offense. We know that thousands
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of children yearly are handled by )olicemen and police matrons and
by various social agencies. These are children who show signs of
delinquent behavior. Of the approximately 275,000 children who
appeared in 1949 before the courts, hundreds miore have remained
befow the surface of community apprehension, but later fill our courts
to overflowing.

Senator ML1LIK I. Let us take an example or two of this outer
fringe of potential delinquents. A kid throws a rock through a win-
dow. Is he on that fringe?

Mr. CROOKRS. He could he, Semator.
Senator MILLIKIN. Taking tll of the other circumstances ito

account? 
o

Mr. ClooKFs. I think a rock-throwing episode certainly can't be of
itself designated as a piece of predelinquent behavior.

Senator MILLIKIN. I was just trying to determine how many Sell-
ators started out as delinquents. I'Would you say if a kid steals fruit
from a fruit cart he is delinquent?

Mr. CROOKES. I would say that a youngster w11o is living in a home
that is not operating on a too even'keel, who is consistently showing
behavior that might'1 e considered antisocial, is in danger oft becoming
a delinquent.

Senator MILLIKIN. Would you say that, a kid who tosses a tomato
at a high hat is potentially a delinquent ?

M I. OOKES. Hardly.
Senator MILTKIN. Or a Senator? I might mean a Senator tossing

a tomato at a high hat.
Mr. CRooKEs. No, Senator, either way I don't think that that could

be termed predelinquent or antisocial behavior--depending, I presme,
upon the hat,

Senator KEn. Depending upon whether or not von agreed with the
worthiness of the thought ni tle mind of the fellow that threw the
tomato.

Senator MAILLIKIN. And how about playing hookey?
Mr. CROOKFES. Now, that is a good example, Senator, of this situa-

tion. It points up the impression I would like to make on this par-
ticular point. There is complete variance throughout counties and
courts as to what does constitute a delinquent act. For example, you
can have, in one rural county, a youngster who has thrown rocks or
tomatoes at the wrong hats being committed as a delinquent to a train-
ing school and-this is not too far fetched, I believe-being committed
alongside a youngster from a large urban center, let's say, who is
thoroughl exposed and has already produced in terms of delinquent
patterns. Andit is that inconsistency, for example, which is one of the
reasons that we are anxious that additional assistance be given. Be-
cause you do not get a consistentpattern on it.

Senator MIlIKIN. Well, I think my inquiry is fruitless, and as far
as I am concerned, I am ready to abandon it.

Mr. CROOKES. Do I take it that I haven't properly-. t f
Senator MAfiwKiN. No, no. I did not Inean to imply that for a

moment. You have to consider all these cases by themselves and take
the whole pattern of the child. I realize that,

Mr. CRooxns. There is this point,'thomgh. that where you have a
lack of sufficient service for the protection of the child in the way of

/
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probatin service, when ti, ,leoj)le that atre workiitg vitlh ydungsters
who are showinga alitisocial behavior caimot cover the load, they are
going to depress these youngsters, unitil they ip up out of the plot, so
to speak, and boil over. Aitd it is that group ttat we atre anxious to
reach ill particular, as well its tile youngster that is, for example, ai
tilst offeler.
Senator MiLLlltKN. 'llhaIs what was ill lily Iinid was that olt can

ltatke a voilgster a delilquteit by terliilg its acts of ttliquellev too
tiln1y tlilgs that are nat ural otitlets for the energies of kids.

Ml'. CIiu.I:S. Yes. I would certainly agree.
We believe that this progrant of Ireve)ltioll is it priorit v defense

lrog_,ram ill tie coillitr today . Ill additioll to il, roved juvenile
i)rtolatiolt service. iiprl'ved trailillg programs, ald 1(eteiltiolt facili-
ties, we lneed lailliwd ad effective programs for tie care and treat-
ttteit of ehihlrel ill da gelr of becolihig deljiquent. Ii many (o'1-
inunities where t lit ('ih j 1(l Welfare I lte studies colliltlllity pro-
grams for chihhden. we find that yomigsters are housed ill jails, for
lack of proper facilities. Xot o'ly are jails ]ot tile proper place
for childreit but aut thor'itative report s would show that the majority
of the jails tire until for adults. Although the care of tite juvenile
offender is a task that requires specialized teelical skill, it is also
all ilidivisible part of the entire plrogralm which teeds to be available
to all children whiel" they are ill trouble.

We here ill Amieict have assumed a position of leadership ill worl
affair.;. Ite most important respolsilility which we have today is to
itt'o\'ide elighiteile( lea(lerslhil) for' totlioi w. Ouir best insutmice for
security ilt the atomic tige IS our potential citizenship. We 11ust

equip our children with ite basic tools for growing Ill) into plysicalhy
and meitallh alert and secure people. The fituure does noit w'ait. We
nmist see that tilr children receive the best health, welfare, and edu-
cat ional service now, lst we squiatder our greatest resources mid it he
too late.

Senator ,Nmu.mmnIN Any qiestioits?
'T'liank you very. muh flor yor cett riilt ion.
Mr. (1u)oois. '1hiaik 1vi t'or tile privilege, sit'.
Seiiator Ml.iImx. I failed to c'all Mr. Moore. Is ie in tlie rooi?

STATEMENT OF T. 0. MOORE, VICE PRESIDENT, P. H. HANES
KNITTING CO., WINSTON-SALEM, N. C.

,Mr. 3410011F. Yes, Senlator.

Sellator W1.1. 11 . Will yoil (ome forward, please? Will You
identify 'otl.'elf for the i'ep;rte.r? lie seated if you wish.

M'. Mooie. Thaiik yon, sit'.
Mv nante is 'r. 0. M'oore. 1 11111 vice president of P. H1. Lanes

Klitting Co.. 111111111 faet iurers Sle(ializilig in uni1derw'ear for 11011 1111(d
boys, slrtswear ad children's sleeperst'. We emplloy over :,000 e -
p1i3"ees, mostly 0, otenl, ill orill' plants at, Winston-Sitlen. Our coI-
plny has been 111 the i1aiufactm'ing business fot' 41.) years.

I appear before yot today as a representative of my compaity to
indicate its interest 111i( views with respect to proposed amieiidiueits.

I would first like to refer to the old-age assistance program liotir-
ishied and fed by Federal grents-in-aid. I realize full well that some
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provision must be made for those who have not been able to make
their own provision for their old age, and whose children have so
far departed from their traditional respect for their parents as to
wcrinit then to go on tile charity rolls rather than provide them with

decent support. At the same time, let us look at. the figures for my
own State of North Carolina. In 1)ecember 1948, 38,5563 beneficiaries
received support mider the ()ASI program in the amouifit of $581,135.
If we consider the aged only, there were 12,240 aged persons receiving
$259,299.

. When we come to the old-age assistance program, however, we
find that in February 1941) there were 50,3l aged p1ersons receiving
benefits in the amount of $1,0.t,639. In other words, there are four
times as many aged persons in North Carolina being supported tlrouh
old-age assistance as there are through the OASI program; nald t'he
Umouit spent for old-age assistance is four times as great as the
amount received by primary beneficiaries under the OASI program
ill the State of North Carolina.

The maner in which Federal grants in aid are being distributed
to the States constitutes till encouragement to the States to put more
and mare people on the old-age assistance rolls, rather than to deter-
mine, on it sound basis of needs, what individuals actually require
old-age assistance and how much tley, require. Since the SLate can
pay a person $20 worth of old-age assistance for all expenditure of
only $5, expandig the old-age assistance rolls is all easy way to
gain political support from the aged. It is rather interesting'that
in the State of North Carolina the average amount paid to those

receiving ol-age assistance comes very close to that figure of $20.
H. R. t00, instead of improving the situation, would make it worse.

It would simply mean that everyone who is now receiving,, assistance
would get an extra $5 out of the Federal Treasury without any corre-
sponding contribution by the State, and without 1a1N inceitive to
determine whether ther is need for this additional expenditure.

Senator Knmil. Now, you aire talking about the features of public
assistance, and not with reference to expanded coverage of old-ago
insurance?

Mr. Moones. That is right, here, sir; but I will .touch on the other
later on.

I11. R. 6000 goes ill the wrong direction so far as old-age assistance
is concerned. I strongly urge tile committee, not, to expand the Fed-
eral grants in aid to old-age assistance. I am not prepared to recom-
mend the specific formula to be used, since that is a question for the
experts. However, I am concerned with the principle.

It was clearl contemplated when tile Social Security Act was
passed that Federal grants to States to support. old-age assistance
would be more or less temporary in character, and that as the old-age
and survivors insurance svstenmi became effective the Federal cost of
State old-ago assistance paylnents could decline.

The original Social Security Act provided Federal gPrants imp to
$15 a month per individual to match State funds for old-age assist-
ance. The Congress in 1935 obviously looked with alarm at the.
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probable future cost of old-age assistance. The Ways and Means,
Committee at that time reported:

If no other provisions are made, the cost of gratuitous old-age l-Ansions is bound
to increase very rapidly, de to the growing number of the aged atid the probably
Increasing rate of dependency. Unless at Federal henetlt system Is provided,
the cost of old-age li sions, under title I * * * would by 190 amount
annually to more than $2,00tOOOOM. * *

The committee went on to say:
The establishment of tie Federal old-age beneilt system will nmterially reduce

the cost of Federal-alded State pensions under title I in future years.
The Senate Finance Committee in the sante year reported that-

through the enuetntent of title 1I the cost of the Wiletal aid under title I Itt
fitunre years will it reduced by atl least one-half.

The Senate Finance ('omnnittee oin 1935 recommended an appro-
piation for aid to States for public assistance of $77..J.oo.

'he budget for 1951 asks for aprolrintiolts of $1.401,000.000 for
this purpose. If these alI)roliriations continue to climb tit the pn, s-
elit rate it looks to me as th lough the cost by 1900 will far exceed the
$-2,00,oo),oo00 which Congi-ess 15 years ago fea-ed wouhl be reached
if tle old-age and survivors insurance system were not enacted. Much
of tis increase in cost results front repeated ireases in tile Federal
siarte of public assistance. Starting out with half of a $30 monthly
pension, the Federal share has now climbed to tn-ce-quarters of timo q
first $20 plus half of the next $30. The bill before volt. I. It. 6000,
would increase the Federal share to four--ifths of the first, $2.5. half of
the next $10. )lus one-third of the next $15.

I would like to ask whether the time has not arrived when the Fed-
eral share of public assistance can at least be expected to level oil if
not actually to decline.

Another'thing that concerns us as employers is the rapidly increas-
ing tax rate to support the OASI prograilt. It involved a'consider-
able increase ii, our pay-roll tax when 'the previous i-percent tax was
increased to 1/ percent ]list mouth. We believe that the tax should
be held at 112 percent, certainly until such time as our ecotiomy can
afford all increase.

Otir own company has a pension plan under which tie company
rieeives credit, on its pension payments for old-age benellfits which are
paid by the Federal Goverjunent. An increase in the Federal benefits
would help our company save money on its pension plant but we are
aaiist such increase as woul raise the rate in the foreseeable future
aro ve 2 percent because we do not think it would be best for our
country and because we (to not believe that it would be best for our
econonty over the hog pull.

Another thing that concerns us is the wage or salary base for. pur-
poses of taxation and benefit formulas. At present we are paying a
pay-roll tax on the first, $3,000 per year. We think that it is a mis-
taie to increase that to $3,600, as proposed in II. It. 0000. or to $4,800,
as proposed by the administration. Expanding the tax base means
that the people who aie getting less than the fll amttouit of the tax
base in salary per year will be getting proportionately less benefits.
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For example, with a $3,600 tax base, the person who only earns $3,000
will get less than he would under the $3,000 tax base, if 'the maximum
primary benefit in each case is the same. Since the function of a Fed-
eral old-age and survivors insurance program. as we un(lerstand it, is
to l)rovide such minimuni income as will take care of food, clothing,
and shelter, it seems to us that, the lower the tax base, the more ade-
quate will be the provision for those who need that assistance the
iliost. People who receive more than $3.000 a year ought to be able
to make soe saving for their own ol( age. Raising the tax base would
discourage such savings. More important, it would give the great
majority of people--who receive less than* $3.000 per year-less retire-
ment income than they would receive if we held to the $3,000 base.

I would also like to discuss the experience we have had with some
of our people whom we have kept on the pay roll on a part-time basis
and at reduced income after thev have ret-ired under our1 pension plan.
. Senator MILLIKIN. Are you speaking of your own company pension
plan?

Mr. MooRE. Yes, sir; our company pension )lan.
In some cases we have put them oil as consultants at a reduced salary.

The reason for this is not only their value to the coml)any as such
consultants but also to give them some useful activity which they
believe and we believe will prolong their lives.

Under the present law, iT we pay them as little as i415 i montith they
are deprived of their Federal pensions.' Under the l)rol)osed bill,
H. R. 6000, they would still be deprived of their pensions if they earn
as much as $50 a month.

H. R. 6000 would affect the situation of retired people in another
way. A number of our former employees, since ret ireient, have devel-
oped new sources of income from self-employnent. At present, as I
understand it, income from this source is not covered by the law and
does not interfere with receipt of their Federal pensions. But under
H. R. 6000 self-employment would be covered, and any people who
derive as much as $50 a month from this source would be ineligible
for Federal pensions.

As I understand the formula, the )ension under 11. R. 6000 for an
aged couple could be as high as $105 a month, but payment of this
money would be denied if the man earns as much as $50 from either
part-time employment or eelf -employment.

We have found that many people who may wish to retire from their
regular jobs do not want to quit all useful work.

For example, Senator, I was thinking of a carpenter in our com-
pany who was recently retired, Earl Sappenfield. I-e is a good car-
penter, and he has been able to pick ip odd jobs. Ile is just as happy
as a bird in clover because lie works just as he wants to work and yet
receives an additional income and is a contributing source to our
community thereby. This new H. R. 6000 would deprive him entirely
of his social-security benefits if he earned over $50 a month as a car-
penter. And he could do that easily working just a day or so a week.

Now, they are the kind of people I am thinking about. There is
another man who is getting ready to retire, and lie is raising flowers,
selling bulbs, and thing like that; He is a contributing source to our
community. This bill would take away his incentive to be such a
source.
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Senator MILLIKIN. May I ask you, please, how Inany lw.o.opl you
employ?

Mr. Moony. Something over 3.000, I would say. I would estimate
it. is something close to 3,450 or 3,460.

1 ian not filliv familiar with all of the cost estimates of this pro-
grain and I realize thit the primary need for benefits is aniong people
who have retired and who have 110 gainful work, but it seems to me
that within the present cost estimates it shoul be possible to work
out a formula less rigid than the proposed flat $50 limit that would
be more fair to the individual, would give people some encouragement
to continue working.

I would like to suggest for your consideration that instead of
limiting income after age 05 to a flat sum of $50 or any, other amount,

that you include a provision under which half of any wages or self-
eml)lvmilent income received after (I5 would be (leitte(d from the
monthly pension payments to which an individual Would otherwise
be entitled. It seems to me that such a formula would be fair all up
and (town the scale of pensions, from top to bottom, and would still
provide an incentive to work.
Why' should we encourage people to stop work when they reach age

65 antl just sit around and stagnate? It, is not fair to themn, and it is
not for the benefit of our company or our community. We think that
l)eolple should be encouraged to remaliin ill gainful employment without
having their 01(1-age benefits taken away from them. As more and
more people get to live beyond the age of 65, it seenis to us that we
ought not to ilpose a penalty on those who continue to make a useful
and worth-while contribution. If old-age pensions under the Federal
program are a matter of right rather than a matter of need, let us lay
theni what is rightfully theirs.

Senator MIiN1". Is it your opinion that the larger employers
should be making all of th.e provision that they can to keel) their
ehlerly employees on their pay rolls, maybe at rteduced hours of work,
with pay commensurate to the service that, they render, but giving
them a chance to keel) on if tile business will permit of it?

Mr. Moom. Senator, sometimes, in certain situations, it will be
lOssible, and in others it will not. You know as well as I, sir, that a
It of people are younger at 65 than others are at 50 and 55. And that
will be so all up and (down the line.

Senator NIl.tILKIN. But lots of people are capable of doing a good
half day's work.

Mr. MoorE. Yes, sir.
Senator MILIKIN. And then they fag out after that.
Mr. MoorE,. That is right, sir.
Senator MILIKIN. Now, if the operations of an industry will per-

mlit of it, would it not be a good idea to keel) those people working
as long as they can work, if they want to work?

Mr. Moomi. I would sav theoretically yes, sir; and that is a matter
of great concern to all industrialists to whom I have talked.

Seniator MiLLIKIN. It is going to be a challenge to industrial states-
mailship, because if you do not do that you aire going to aggravate your
own problemss in all'of these fields that we are talkig about.

Mr. Moor. Senator, we are already considering it so. One of the
best ideas that I have heard of is being carried out in a mill down in
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ntow t6 hiring t1he11 111tler. or to maikte it tpos"ile for thtt'emt otut' iuindtr.

Most of those em ployees not presently coveredt vutil iA- vetretd undetr
our system by adt'ion of their Total gtwerning idies. or by siuniplt atct.
oif our legislature. Etit'l yt'ar many motre oif these lovial empldoyces
without. ret irt'mient coverage are b(4ng ttikeii tare of byv slt'h steps.
Our retirement. system is specith'ally ties1~igned ftir puhilit' toiltytnuit.
mnid is better adapted to tin' neeisq tf tlit'se groups titilt% *rotiti
socinl-speurity pro rain.0

Section 100 of 1T It. 000 Would titit to thle Social Sevurity Att
now section, number'ed 218, undtetr which OAST toultd ho texttentdted to
t'inlloyt'es oif Stattes anit tht'ir polit ical sutbiivisions by mvt'ans of itil-
11utat'y compacts bietw'enl thet State autl-tht' Fetdtrat St't'trity Athuminlis-
traitionl. Subset'tionl (td) of proposed Sectitn 2lts tttiis tile eonl-
ulitiong mindet' which employees lin jobs covereti by ltill ret irtement
systems may hoe so ineludtle. Under this, tile gtwernor of the Staft'
mu11st. cortify that. it written referendumi waq li antd that titl les,, thita
two-thirds o)f tile voters voitetd in favor of being included. 'iThe vtterA
must be employees ini affected losit ions and persons 21 yetars of age or
older who we driving benefits under the local retirement. system.
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staltttiatbtoltstti'i nl si'euiity ilt ptiviiti' t'ttlployii'it. Y'ou lie
itwnio t bitt It) yi'tu' t'uovilitt ii latt'r lift 'jutst ptriotr to llgi (lil will
it it he at t'twi'rt' t'iiploveot utnder soeil si'etitity to ho litilit Whlich Is
foit'-fi'ftilis of tit' boi'it't Ito' wouhil neeiivi for It) Wtan.~ oi'ttlloyututit
tiltor sociitl sptuity just prior to ligo t15'.
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Also, most local retirement plans-or I might say many, most in our
State at least-provide for fractional benefits in the nature of a vested,
deferred annuity, to those who terminate their service prior to eligi-
bility for retirement, and conceivably, it is now possible for our
"migratory employees" to receive benetits under our own system and
also to receive OASI benefits from subsequent private employment,
at age 65.

III any event, we do not feel that the plight of the migratory worker
should be solved at the expense of the permanent civil servant of our
States, cities, and school districts.

I would like to comment here. this morning there was sone sugges-
tion that 75 percent-n'y quotation was "probably two-thirds of the
persons under local retirement plans will not go to retirement." I
have a little actuarial table I carry in my hip pocket. I am not an
actuary. This is probably a large part of my actuarial library right
here. I see at age 25 the expectancy of a person, and I think that is
average, both male and female lives,is 38.31 years. So a person at are
25 has about a 50 percent chance of attaining age 65. So it would
probably be proper to state that of all school teachers entering any
service at age 25 or all persons entering social security at age 25, SQ
percent of them cannot possibly expect to stay in long enough to
draw a benefit at 65.

Turn-over is considerable in our system. It is considerable in all
systems, private and public, I believe. That ia not due entirely to
migration. It is due to the grim reaper who steps in and cuts off some
of those. Then you have changes ii future prospects, such as marriage,
and withdrawal from employment entirely, all of which (toes not work
to the detriment of the employee who stays in our system. In fact, the
turn-over rate is one of the factors which enters into our ability to pay
better annuities than paid under social security.

Senator JoI,,soN. l'here woulh be less migration in Colorado in
State employment and in municipal employment because practically
all of that employment is under civil service and those civil service
rights are very important to tie workers. Other States might have a
migratory history that could not be applied to Colorado. Colorado
service I think would be very free from migratory displacements.

Mr. HEATH. I agree. That has been our experience, Senator.
Further, I think that the operation of our retirement system since it
was created in 1931 has tended to cut down turn-over, and turn-over
in industry and turn-over in State service is expensive.

Senator JoHNsoN. It also has that effect.. Any kind of pension sys-
tem has tlat very effect, unless it is an old-age pension under the old-
age and survivors' act, which right not because it covers tile policy
holder, if that is what you call him, even though he does migrate. But
any pension plan that is individual to a certain kind of employment
cuts down on the migration.

Mr. HEAThI. We consider that an advantage, I believe; anything
which cuts down costs of employment in the long run.

Now as to whether social security can supplement local plans.
Proponents of social security extension have expressed the idea that
the Federal plan can be used to supplement tile local plans or vice
versa, in order to provide a broad floor of security for the covered
members, who woiqld thereby receive greater benefits from both systems
than they do from their present coverage.
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We reject this argument, because we (1o not feel that the taxpayers
-of any State or local subdivision can afford to support two retirement
l)lUHs in the public service, and any attempt to convince theiti of the
feasibility'of such a course would result, in failure. and we would eld
u ) with lithe least desirable of the two systems. There is no need for
(il)licittion of coverage in the area of public emilio'ee retirement
which is already occupied by the local retiremient system. Two objects

inilot OCCl])y tihe saelspace, neither cai two retreiueiit plans cover
the same group of public employees in our opinion. We have been
confronted with the same problem locally, ainid have always fould it
desirable and expedient to exempt certain groups of State or local
employees who already have their own retirement plans, from any
proposed extension of 'the State plaim.

By way of comment, at. the time our plan was adopted, in the State
universities, of which we have several, there were existing retirement
plaits through private contracts. You will remember. Senator, that
those employees, the professors, instructors, and faculty members. I
believe the terin was, in the State educational institutions are hereby
exempt. Policemen and firemen were exempt from our State-wide
system because they had their existitug plams. Then later one of two
tiungs happens. If our plan was better, they either improve theirs
accordingly or they in time catte around and" asked that our l)h01 be
extended to include their group. We have not takenl the aggressive in
that move at tll. It, has been left entirely u) to them. Any group
under an existing retirement plan may desire our coverage, or we
may desire social-security coverage %%-ten as, and if it should become
more attractive to the inembershpi. However, first things should
come first, and before any group should be allowed to petition for the
coverage of our )11lan, or for social-security coverage, that group and
the local legislature should (letermnine what disposition should be
nia(e of the rights amd equities of that group under their own system.
We sincerely believe that such at course would be the natural s(;lution
here, if H. R. 6000 is.redrafted to provide for total exclusion of State
and local employees who are now uider existing retirement ph)111s at
the local level.
We (1o not believe that the Congress would favor placing Federal

civil-service employees under socialsecurity so long as they are covered
under the Federal Civil Service Retii mint Act ; nor would Federal
workers desire such a dul)lication of coverage, and costs. We fail to
see any advantage in sue a course at the level covered by our plans,
and feel that the referendum feature of H. 1t. 6000 would only com-
plicate the present status, anl interfere with our security to continue
in the enjoyment of our existing systems.

At a recent ineeting in I)enver, attetled by representatives of
various l)ublic-employee groups in Colorado, it was the unanimous
consensus of opinion of the meeting that l)rovision should be nmade for
complete exclusion front social security of public employees under
existing local retirement systems.

This principle was endorsed by delegates from the following groups:
Denver Public School Employees' Pension and Benefit Association,
Denver School Employees' Coutncil, Colorado Education Association,
Deliver Firemen's Protective Association, Retired Firemen of Denver,
Denver Policemen's Protective Association, Deuiver Board of Water
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(omani io l etirenlu't System, Public Employ'ees' lIe irement Asso-
eilatioli of ('olorado, Colotido Civil Service l,.Iillove"t. A oCiationl.

We therefore concur in the wprosal of various aier national and
local g roups. that iul order to adq t(uately protect tle rightsaiit be||elits
of Itl fibers of existliug State and Ideal e irilltelent land plusioa Ijla)is
il Colorado, and iW( hr StaIls. ][, ](. tiitit) be aiviii'ded as follows.

anl thit a it Ioii proposal to exled mswial scuri ityo st te ald local
ellmlovees cotltin a si milar slafegiaard.

Selaitor MuttI..l . llave you thought of any system that Inight Plr'-
serve the iiteg,'itv of the local systelis 1tildl tle satiie t ilit provide
Som0 ltethod of giving secii|'itv to this in-and-out group that we are
talking about, so much f

Mr. IvIE.lil. We have tluotaght on tihe lmt ter. smilatol, siace 1010,
I believe. and I think one answer, which has beai previously suggested
Iere. is the vesled llnUity right. Whenever a111 employee hl.vtes or
service. perhaps e1t out the refull feature of our pllua by aamdinellent
11d give him a credit, pvailih, at age i0 or 015. I llen if lie gOe's to)
som, other St ate with a plain Similar t6 ours. or to salie other pli it-ial
subllivision or to a private emlluoYer. if they all comevivaulily had sulih
plans lie would end ili ut age 61) or 15 alid nulight receive hmieits from
two or three systems. Nolle of whieh woult IV, a di phatimon. 'Thley
would simply over thlat prorated part of lihe service t 1riig hiS Caret'r
that lie had spent ill that partict|lir system. I think that would lrre-
erve the rights of those wilh siihstliitjil sr-vce.
Semtor Mn.um i . Would it e pra Itleal ad, ii.,.t rit N ely o tl.i

think?
Air. HATI. It would. It lilas le Suggestled aid is (loute ill a nu-

ber of public retirnlellt sVstells ti this tile. I think in due course
that Could lleconie the policy of aill of them.

It would take somet tim'to sllalh e it uriomid. hlt these things lave
vrown up in a relatively few vears. and it would nt ie very long
before thtt would become sta'aiul'tlr practice if that was intlicated as
tIle solution to this pt'blem.

The alennltit offered here is it teeimical amtendmlnit. I wolild
prefer nut to eaid it to yo. It is the aut, ameldieit which lilts Ileel
lropose heem this morning. It provides for sumt ehlaiges in the
act which would clorify. and the ge-r or the substllance of it is that muy
such iigremllelit shall exclude all public eiplOYees il posit ions coveril
byv a retirement system as previously defiled lit subsectionl (b) (4) of
this sctntiomi, tllat sectiolw beiaig 218. the niew proposed section 18.

1 wish to thank you geittlemnei for the privilege of expr'ssiug omr
views. I wish to say tinat generally we coIeiir with what hIts b e'n
said here by the representatives of other public-emplo'ee retirement
systems frolm other States. I think the pullic-employ'e groups il'e
in aweorl on this thing, and not Olly the pliblic-emlilhAye, groups but
the groups of public employees who nixe covered under exist ilg retire-
illt systems.

Senator MmIl,11AKIN. Senator Joiulsont
Senator JoHNsoN. I have 310 questions.' I just waiit to say. Mr.

ileatil, you have made it very u11derstadthible aud clear-cut statement
here, and I think the committee is imidebted to you for the clau'ity of
your presentation.

Mr. H ATi. I thank you, Senator, anl I tillink you. Senator Milli-
kin, for your kind attention. We appreciate it.
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Seazioi~I111. i I' lizitik vy
''lii next wit iles!. i.. , i. 1 .111le'1' i )veiiver Polite I'l-ottw-

Iit Ae.smw'i2t iol. Wtil I-o'il idelit ify yolni-self. lease. to t he reporters

STATEMENT OF IVAN ELDHER, SECRETARY AND TREASURER,
DENVER POLICEMEN'S PROTECTIVE ASSOCIATION, DENVER, COLO.

Mr. l.iwn. 1 1i1 11-1i ii Il an. fii.t -grid' p)211 iliat iln thle litA.

ret ii 11 2i1d I relsllrerl of tlit. 1 )eitver l'olieiiis I1 'te v steitjl
li tilt hiat 12~ yean i d I i onl II foieliIiventa of sev itce ill tilie

I Iiiv' ti-tied dowii liet tie- 'pavilig Ittsit 1(1115 ill pliwate empoijtbymeinit
l4-(-niam. 1 tin t'2iIwai fe'lt I the jpl-oltt itli ()if 11 11116 il thinle flitire-
i,- 51 well I iover-et by oiln pensiollia 11111lit it is' t. 111e ti nven j t iv 'e foi-
lilt, to sta 13oil the jIl).

I t Ii k tll .lt-ziit is Irain for tilhe ma~zjority v f the 1 h'itvei md h-etli'i.
Wet li11%e it jIision plan w (-liic wasi Iir.-t v-I zali.l-edl ill 111111d1 112ts

l'ii I)P nI'I oit-eini'is Il- l et ive As-lf io 0111 n senit tlei to Watsh-
inigil on vxI -s th(I~c5letir positions ill iregardi to ti plIolpesed txxteiisioii
oIf sucizilsvi.eiit y to 11iil1lik. eljipl(Iyes'an11( espec-ially totil lie iubens of
a1 pice t force llntlnr it r-et i icaant jphil su It lir(I1.

WithI refe-ene to ol. It. ttitttt.azs tilie bill w~is wrIittIenl. which nliides
fire. pitie. 1111d (othe IU elisioti groupljs. til Ivi is it st ipulat2iton1 thlit they
muist 1121iivi jmzt for it 12ei-i(Il(of t 20 121ii tl Mid It211 tilie 11ige of 4t.,
ill order t o bwe Mile to get tilie blteits ill1 full. 'I'lie work of it police
oficier is such t hat thli~gi e.X )Vertetlee lin 1)ilver ill thle pa2st years5. 1
eliami1tet' nziiedivitlit wasI %,()t(t I oil 1111d passed'( its of .J t1iie 1. 1947. lit
Which timle the people realized tlitt ilt- gi-elittst tIetivity of it police
officer wi2ts ill tile pr~lime years (If h is life. WC('11~ bteI tle liges tif
22 itid 32. aid tile feehiiig is thaittfile to th l it ndit ions of t heir work
tiftt'n2.') years ttf ser-vice. they sI otild be' t-eiried tt ret ire.

0mi pension 1lal l 21 wits drani 111) ye'it1 2tgo prior toi social Weitl-ity,
iiid the foresight of 11a1yor Sp'er tif including at charter provision
for ret iiig alienl lifter. 125 v'eitrs wits it blleeit t o the colitiiaitty. situ-e
thltti 121 cltatges hlave beeit Ilwide which have' beenl bothl of!a il eliel
to the ct-iiiittt als well as to thet police officer.

Sentattor AmIIiiuN. Is the retiremittn still compltsory so far as tlie
pol11ice itre cottc'rned '1

Airz. Eaunatv. It, is volttpIlso-y ; yes. sir-. 'lThe compiulsioii also ill-
clides tha~t the ottly Way they can paty inl to their pension plait is by
J)21y-r(IlI de(ItwtiOtt.

, enitor AM1LtIKIN. IS that. fl)iCable also to tite chief I
Air. Eimtnn. ''The chief pays ottl tile same basis its a calptfint.
Senaitor MILIKtN. I itieait doei lie retire at (1
Mfr. Emnunt. Ile lust ret ire after 25 yezirs of service.
At thle present, time at retiring poli1ce jificer is eligible to receive onie-

hl f oft tie sailtiy lie has recei v'd dtirintg thle preced ing 12 utontlis. ]He
has paid] a greatter atmunt into thll pettsionl futtd during the time lite
11aIs bet service thantlhe would inl tile social-security rgat;hw
ever, with tile stipulttion of 11,4 percent being paid byh aripat.
itt 19150, 2 percent inl 1951, atu.T 3 peiett itt _1942, (li sociati-security
ilitsutatnce Coverage Wotuld be fatr less thiant whtat lie is receiving at thle
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present time. Also any officer that. is injured in line of duty, whether
it be after I day, 1 year, or 25 years' service is eligible to receive a
pension at one-half of his salary.

Senator MIMAIKN. Does the city of Denver contribute to your pell-
Sion plan I

Mr. EiamER. The city of Denver contributes the equal of ourselves,
3/-, pei cent.

eiuator MIMAKIN. You do not get anything froml the State?
Mr. Ei.tnawa. 'There is a portion of ilt that comes from the State.

The greatest part of that, though, goes to the county sheriffs and pellae
officers on a pension plan.

As the bill reads vith the proviso for increaw-ed benefits, the niost
that. he could expect to receive after participatiigi for 20 yeals would
be $102. At tie present time this is apll'Oximitely $41 less per month
than he receives in the Denver police retirement pian at tile nuinimnum
salary scale.

Also one of the factors that has been tle reason for men of higher
caliber to take the civil-servico position ill the police department is
the fact that should he ie inlred or kill in action there is a pro-
vision for one-third of the salary ill force as a pension to his witl
also proviso for his chihren 1nt il thev have attained the age (f 1i
of $20 for the first child and $10 for e:clch additional child. Under
I 11. 6000 unless tile widow bIas depealdents. she is not eligible to
receive any portion of a pension unmatil age tiQ.

Statistics show that about 80 percent of both filenuen and policemen
(lie from heart ailments duet to tle type of work that they ar3 comli-
pelled to do. Nerve strain aid heart r action are shown very deti-
nitely when a alan has served a period of 25 years. Although he is
still a ollng 11ann in years, physically he is a gieat deal older than1 tit,
comparative employees of other enterprises. One of the factors that
has increased the standard of tile police, otficer in our coinimtnuity is it
pension plan that is workable and'has been provenm through the years.
The community has been able to hii n men who otherwise perhaps
would have earned higher salaries in other fields of work but felt, that
a pension plan such as ours was a greater asset than receiving dollars
and cents daily.

Senator MILLIKIN. After a policeman has served for 25 years, you
do not nake any deduct from his rights if he works in other work

Mr. EaiiEsr. No; none whatever,. That is an earned pension and
he has a right to that.

In this bill there is no stipulation of who Would patticipate in the
two-thirds majority vote which would govern whether the system be
allowed to function as is. If we were combined with some groups, I
ami sure that we would not have to worry; however, there are other
groups that have pension plans that are not satisfactory, and looking
at it in a selfish inanner, they might feel that tile reductions in the
amount that they would have to pay would be to their personal ad-
vantage and, therefore, might nullify our system. There is also no
stilulation in the bill as to how often the State might ask that a vote
be taken for the group to go under social security. Therefore there
is a hazard that might enter into this picture of not knowing whether
,we were going to retain our present retirement system or whether 2
.years or 8 years hence be compelled to go wider social security. There
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is also another factor that enters into our picture. We have approxi-
iately 200 people, including beth policemen and widows, whio, are on
pension at the present time. Should this bill be passed with the pro-
viso for our inclusion, this part would be detrimental to them. They
have not participated in social security, and therefore, at the deple-
tion of the funds now on hand, what would their recourse bet As
to the police officer who for years paid for the privilege of being part
of this retirement system and is fortunate enough to still be alive and
enjoy this privilege, lie also lies not participated in social security;
therefore, he also would have no recourse. He has served the com-
muiity to the best of his ability with the thought in mind that lie
would" be retired on a pension when his years of service are spent.
Ile can still not live on praise.

As I see this bill, it is impossible that both social security and our
local pension plan can exist side by side. By that I mean that we
cannot continue to have our separate pension phl and also partici-
pate in social security. We have men who because of their experience
are a great asset to tile community due to tile fact that practical ex-
perience is essential iii effective police work. However, these men
lave also part icipatled for years in the pension fund that now exists
and are eligible to retire. Should the inclusion of police be made in
this bill and they should make some contribution to social security,
t hey are not entitled to draw any more thian for the period they have
contributed.

They are not able to continue in police work until age 65; therefore,
they aire not eligible for the ohl-age benefits.

'Ihe thing they have worked for all these years has been sacrificed,
and the only recoiurse that, they would have is the hope that they light
continue in the employment of the police department, knowing that in
their years they have utilized tile greatest part of their vigor and ave
now unable to cope with situationsthat arise daily.

Senator M31 .im iN. Do you know what the average age is of a jiO-
iiceman who goes on the force?

Mr. ELDiERm. Tie average age is about 2t9. It has been reduced in
the last. 2 years from 301./ years, and this last group coming on hero
will reduce it down to about 27.

Senator MILLIKIN. So there wouff'be a big gal). If it man served
.25 year-s, and lie was 30. he would be 55, and lh would still have I0
years' gap there before lie would coliie under the benelits of the social-
seeurity system.

Mr. IEI,;)I R. 'fat is right.
Therefore, it becomes a great detriment to the coinnitv as a whole

to have this iii the minds of these nien. Also, their continued service
results in the fact. that younger, more active men cannot be employed
to replace those who should be retired.

By that I mean we have only a certain number of mien who call
be employed on our lolico force, and as long is these older people
are on the pay roll they cannot be replaced by the younger anti more
active persons.

It is our feeling as to the over-all picture that for social security to
replace a workable local poIlice or fire pension set-up would be a great
detriment to the community.

The CIIAIRMAN. Are there any questions t

60s05-5o-pt. 2-47
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" Senator JoiNsoN. Suppose that. a. policeman severs his services, -my,
after he has paid for 10 years. Does he get any rebate; does he get
• anything back?

Mr. ELmrIm. No, sir; there is no rebate.
Senator JonONsm It is just his hard luck.
Mr. ELmuER. However, our statistics show that in the past 22 years

there has been only 2 percent of the employees who have left. the em-
ployment. We have had some who have left in a year's time or who
have been fired in a year's time by charges preferred against them,
but after 5 years the greatest number of them are either in the pension
fund or have died,

Thank you very much.
The CIUAIRMAIq. Thank you very iuich, ir. Eldher.
ir. EumERi. Thank von.

The ChAIRMA N. Mr. eil loran? You may be Hoated, Mr. alon'.
You are with the Denver Firemen's lrotedtive Associat ion, of Denver,
Colo.? We will bo very glad to hear you on H. R. 60W.

STATEIISNT OF NEIL HORAW, DENVER FIREMEN'S PROTECTIVE
ASSOCIATION, DENVER, COLO.

Mr. IORAN. ly name is Neil Ioran, a member of the Deliver Fir,-
Men's Protective A-Sociation.

For 28 years I have been a member of the Denver Fire Department,
and I ami now speaking for myself personally and as the duly ac-
credited representative of the I)enver Firemeni's Protective AsAcia-
tion and the Colorado State Firemens Association, with which prac-
ticallv all firemen in the State of Colorado, numbering approximately
134 town, cities, and fire districts, are affiliated.

I and mv comrades are opposed to the referendum provision in
It. 1R. Ot) for the following reasons:

We have no other (lna,1-rel with the proposed law. Our quarrel is
eutirolv with the referendum provision, and that only. We have no
comlaint ablut, any other part of the act. It is just'the referendum
provision.

Senator MAtLTuN. If the referendum provision 'ere filed up in a
way that. would be satisfactory to you, would you then favor this bill?

Mr. HoRAN. Our opinion, Senator, is such thAt there is no vay that
the referendmn provision can h, fixed up. It should be eliminated.

Senator JoHNsoN-. We can fix it. up by eliminating it.
Air. IIORAN. That is it. Much of what I am going to say here now

is probably an o( story to Senator Johnson, bee.,ise it was through
his cooperation when Governor that our fine pension plan in Colorado
.was established.

Senator JohNosN Thank you.
Mr. HORN. Our reasons for oplsition to the referendum provision

in H. R. 6000 are as follows:
1. Our present pension law has been Affciently operated since 1003.

and many 9tour members have been paying into said fund as high as
40 years and more. I have been pt'ing into said find apprgximnatelv
28 years. The payments herein mentioned were made with the mder-
standing that, if any when we reached the age of 50 and had served a
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mininumn of 25 years iii the department, we would receive pension
protection for the rest of our lives at hal pay.

2. We have a hazardous occupation. alid ninnv of our men are cut
(town in th very prime of life by falling waifs, traffic wrecks, gas
poisoning, et etera. Our present pension law protects us against.
the,,e hazards by granting a man so disabled a pension during the
period said disability continues, or for life, as the case may be.

Tnder the Social Security Act there is no such provision; there is
no way of disability coverage.

3. At lI'sent, we have over 200, me, women, aid children on the
pension rolls, and in most instances the income from said pensions is
all that these people have to live on.

4. In the event social security is extended to public employees, the
firemen mentioned in item I, above, would have to work 15 years
longer than our present pension law requires, thereby increasing the
average age of our tiremen to a point whereby the department would
be necessarily slowed down and efficiency decreased, which, in turn,
would cause an increase in fire-insurance rates that would more than
offset any savings the public might receive by placing us under social
security.

Sentator MILLIKIN. The insurance is adjusted to the type of fire
department that you have, is it nott

Mr. HoRAN. Yes: it is. 1 might mention that, even with retire-
ment at the early age of .50. our average retirement period is only 10
years. The average man lives about 10 years after he has retired.
Therefore, to put hremnen under social security would be a very good
way of eliminating tiremen's pensions altogether.

Senator MuI.hlKIN. I)o you have in your mind the average age at
which a mn1111 becomes a firelnan i

Mr. HtoRAN. t, must be' 21 years old and not over 30. 1 would say
about 24 years of age.

No. 5. It is to het presumed, if social security is extended to our
group, that the present pension law would be repealed, as we do not
assune for a nomlet. that the city would increase taxes upon the citi-
zens for the purpose of tacking oii social-security benefits to our pres-
cut pension benefits.

6. In the eveit social security is extended to our group and our
pension law is repealed, then the present retired members would be
defeated of their rights to pension benefits, and the widows and
orphans would be thrown upon "poor relief."

I might mention at this time that I once sent a letter to the Social
Security Board amid asked them, "In the event social-security benefits
were extended to tirenien, who would take up the gap between ago
50 and 65 in the event our law was repealed and social security was
extended to us." Their answer wvas, "That is your problem."

Furthermore. I asked them, "What would become of those who are
now on the pension rolls I" Their answer was. "That is your problem." ) if

The very faet that it is our problem is the reason we'are here today /
andi have ome all this distance to defend it.

No. 7. It is true that the referendum provision in H. It. 6000 is-
intended to protect. groups such as mine from the very things that
I mention hereinabove. Bit, unfortunately, we being city employee,-
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operating under a different law entirely from that of other pensioned
Denver city employees, we would, under said act, be a so-called cov-
ered group, and as such could be outvoted by other city employees in
the event of a referendum.

Senator JoiNso- . I think point 7 that you make there is an
extremely vital one.

Mr. ]OnAX. There are some 3,000 city employees in Denver, and
flere are about 900 firemen and policenien. They are the only ones
under civil service. 'Tite remaining employees, n6t being under civil
service, could very easily outvote our particular group.

No. 8. In the event our funds require supplement-ing some time in
the future, the authority in charge of increasing the fund could refuse
assistance and thereby'indirectly force our group and others within
the city of Deiver to vote favorably on the extension of social security
to us.

I do not wish to be facetious, hut I might comment that public
employees such as ourselves are pretty nmch like a beautiful girl being
forced to marrv an old uncle. She loves her mile. but not to tile
extent of wanting to marry hini. 'Fihe social-security boys come along
and say, "Well. under the referendum provision she can vote whether
or not she wants to marry him," but the moment the law is passed.
with that referendum provision made permanent, then the Congress
has given each city administration, school administration, State ad-
ministration i shotgun. so to speak. that will force us mider social
security merely by withholding or eliminating funds. Certainly, if
the funds were eliminated or withheld, then we would be forced to
conie under social security in order to have anything at all. There-
fore, it is that alternative that we fear. When I sav we fear it, I
really mean exactly that. We are opposed to it on that particular
ground.

We do not have any desire for a referendum on whether or not we,
as a group, should be covered by social security. I believe there is an
old maxini that no one should be forced to accept a benefit. The
covered employees never petitioned the Congress for this right of
referendum. It is something tiat is being given to us against our will.
We don't want it, and we feel we should not be required to accept it.

Senator MuMLKIN. I have been cudgeling my umeniory about your
background. You have a legal background; have you' notI

Mr. HORAN. I have been admitted to the bar; yes, sir.
We ara satisfied with our present arrangement, and we respectfully

urge voi gentlemen to adopt the proposed amendment which will
exclude public employees from social-security coverage. That would
mean those who already have an existing plan. And eliminate any
po!sibility of a referendum in connection therewith.

I thank you very much.
The CuA1RMAi. Thank you, Mr. Horan, for your contribution to

this subject.
Jamms T. ReivaI
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STATEMENT OF JAMES T. REIVA, DENVER PUBLIC SCHOOL EM-
PLOYEES' PENSION AND BENEFIT ASSOCIATION, AND THE COLO-
RADO EDUCATION ASSOCIATION, DENVER, COLO.

Mr. Rtv.A. Senator George, Senator Millikin, and Senator Johnson,
I am James T. Reiva, member of the retirement board of the Denver
Public School Employees' Pension and Benefit Association and
authorized to speak for them. It. has beei my privilege to have served
in public eduittion for the past. 20 years, of which 19 have been in
the Denver public schools in the capacities of classroom teacher,
adviser of boys, amid elementary-school principal.

The Demir public-school eilployees have participated ill a retire-
meit progrant since 1910. Over the years this plan has been con-
thitoisly improved, with a most sigitilicaitt imtprovemtient occuirrittg ill
194. att which t ime employees who wished to do so were perimlitted to
contribute to the reserve f mds. All employees hew sitce December 1,
1945". ' prticipatig uder lt contributory provisions of the plan.
Today t herezare :ipproximtely 3,000t employees iut thle school district,
of whioim 9-2 percent aire conitribing alpt lea.t 6 percemut of eaicht mlonth's
salary to the retirement reserves.

The associatio 0r nmoicot ributing members (if our ret irement asso-
cizition 'tre eligible to receive t pemtsmon il accordalice with the policy
of the board of educationt ilt effect prior to )ecember 1. 1945. The
citizeits of Denver through the boatmd of educattioll not only match the
coitrihiitiou of 1 perceilt by otm members lit tre lmvidit additional
funds inl recogititton for till service in the D)enver public schools given
prior to December i1. 1945. Tis ieais that we are a typical localcon.
tributory retiremneitt systeti for public employees. losee teachers
retiring' this yetr will receive on the average a monthly benefit of
$136.81. Our i11a1 now provides for inevasef benefits each year uitil
t maximum for a teacher will be $:200 per month.

After a careful stuiy of the provisiomis of H. It. 6000 applictible to
school employees froit the sttndpoitt of the retirement needs of tile
employees of school (district No. 1, Detver, Colo., we wish to state that
it is the opiltioti of tile retirepiett botd that H. R. 6000 should be
amended to provide for exclusion from covert'go under OASI persons
now covered by ai retireitietit system for the following reasons:

1. Benefits nmder public-eniployee retirement systems are generally
higher than those provided in II. R. 6000. Thlis is definitely true
insofar its our loctil plan is concerned.

2. Sompte have suggested that pmbhic employees should participate ill
both social security aid the present local retirement plan. If this
shoulhi become true, our local system would iudoubtedly be curtailed.
Uniider the present ('olorado lIw. it would be impossible for school
district No. 1, 1)eiver, Colo., to finance the employer's portion tttu
would be required by both systems. It is wishful thinking to expect
boards of educttiion: city coumeils, or Sttte legislatures to attempt to
coi.viitce the talxpatyitig Public thtt contributions should be made into
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twopl ans for each public employee. This is evidenced by the fact that
oflicials of State governments testifying before tile House committee
indicated that: given a choice between lresllt State retirement systous
or social security, they would hav6 to put thei' employees ulldel: social
security "in the interest of the taxpayers." Unlike J)rivate industry,
public groups are not able to pass costs oil to tile tconsui1mer by increaseul
prices for merchandise or services.

Senator Kimt. Did you ever hear of increasing tie tax rate?
Mr. RFIVA, Yes, sir; I certainly have.
&,nator Kiauit. Is that not flic, usual follow-up?
Mr. RmIVA. I think it. would he.
Senator Kveit. 'Tihat would ho, then, paging it o to tihe public.
Mr. RRIVA. Passing it )11, eXCe 1 t that you are not getting it on tile

type of thing that you call build on two s.vstenis.
Senator KFrRu. I was addresing my question-
Mr. REIVA. To just tile latter remark.
Senator Kim. ro tile statement that public groups tire not able to

pass costs on to tile consum1ter.
Mr. REivA. Except to a certain extent. We, for instance, in Colo-

rado by statute tire limited ill tile amount that we can pass oil.
Senator Kmo. You pass ol1 there is; do you not I
Mr. REIvA. No; we don'tt not exactly.
Senator Knan. You add something to the cost of govermnent in

Colorado and do not pass it on to the people?
Mr. REIVA. We have a limitation and we have not gone to tile ex-

tent that we could.
Senator Kuti. But you pass on all tilhe costs that you have.
Mr. RmIVA. Absolutely, just ts any other group does.
Senator MxuLuKIN. T11t yOU, as an insurance group, have 11) au-

thority to raise any taxes.
Mr. REIVA. That is right.
Employees would find it almost impossible to contribute tile ro-

quired amounts for participation in both plans. In our case after
1969 this would require contributions of 91/ percent of salary. Should
social-socurity benefits be increased, as many have indicated, this
percentage might increase for both employee and employer to as
much as 14 percent or a total of 28 percent of the pay roll.
. 3. H. XL 0000 is discriminatory in that women do not receive the
same consideration as men, particularly in regard to survivor's options
or family benefits. The premium paid by a woman is the same as that
paid by a man, but the spouse of the woman cannot participate tider
survivor's benefits in I. 1R. 6000. In our local plan, this discrimina-
tion does not exist.

f 4. Local and State plans for public engployecs are designed to neet
f the needs of a particular group. Modifications or adjustments in a
1 local plan made necessary by economic or social changes can be more

easily and specifically met than similar modification or adjustment
in a broad national plan. In our plan, retirements are permitted
at ages earlier than 65 and in sonl i instances as early as 55. It is
possible to meet requirements foi full retirement benefits at ago 60.

Senator MILUiKIN. Are the members of the system required to i'etire
at ago 60
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Mr. lsiv.A. Their tenure is terminated at 65, and the board of edu-
cation has passed a ruling that they must retire. This year it will be
at 66, next year at 65.

Requirements for disability retirement must be designed to meet
tile needs of particular groups.

5. In our situation we find that about two-thirds of our employees
fire persons with no dependents. These people would pay the same
prenliuin under social security that persons with several dependents
would pay, but would not. bo eligible for the same benefits. Under
I1. R. (t000 the traximuIm primary benefit would be $84 and family
benefit, $150. Our hwal plan provides muaximuni benefit of $200 for
a teacher in either case. -If a person with no dependents dies before
iretiremnent, the nmaximun to be received under social security would be
up roximately $250.

Nti ator AfiumuKr. Could you tell uts what percentage of your
teatchen, fire ulnntiarried, roughly It

Mr. lntmv.t. I won't guess at the ones who are unnarried, but 1 cal
tell Nou the ones who havo no dependents. We have figured that out
abs 1utelv. I don't want any of these people from Washington going
back lookinT for oi -

Senator Klm. Tie question was that you give a rough estimate of
the numIber who were unmarried.

Mr. RIv.A. Rough? I would say 40 percent. But it is significant
to notice that. two-thirds of all of the employees have 11o dependents.

I f a person with no depenldents dies before retirement, the maximum
to he received under social security would be approximately $250, as
you recall, for burial benefits. It is possible for the same person
under tinr local planI to designate a beneticiary who might receive its
inuch its $15,000, till being a result of tile contributions mado by the
individual.

May I add there that no part of that would be due to the Board's
considerat ion.

Senator ,MuamKiN. That would be after full maturity of the plan.
Mr. RsIV'A,. That would be starting in at. the age of. approxiniately

21 and going just before retirement age, when tho options would go
into effect, that that. person (lying eould leave an estate of approxi-
mately $15,000.

It is not the position of the retirement board of the Denver Public
School E'lnployees' Pension and Benefit Association to deny the privi-
lege of wotection under social security to any person or group not
now under a retirement system. It is the position of the retirement
board of the Denver Public School Employees' Pension and Benefit
Association that. the rights and privileges ihat have been accrued or
promised to persons or groups now covered by retirement systems be
protect to tihe utmost..

On the recommendations we have, they are similar to the ones stated
previously, that. we would like to be inhclded out, as you suggested,
Senator Millikin.

The Colorado Education Asoociation has asked tile to request your
permission to place in the record the following letter in i'hicl it states
the ollicial position of that organization with respect to 1H. R. 6000.
The position of the Colorado Education Association is substantially
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and State retirement. plans for public employee to provide recogni-
tion for long kind faithifil service to a community, to recognize and
secure persons who will mamuke careers in public service. Aocld re-
tirement plans must meet certain needs that are not inherent under
the coverage of social security. Social security is primarily designed
to proted t he individual amid family group bv providing minimum
income designed to minimize the needs for public assistance or directgoverilneet al-aid progranlls.4. The committee has difficulty in understanding why local or

State puhlie-emiployee groups should be placed under socil security
when other grolnps, such as Federal elmployeeS' railroad employees,
and military pois onnel are permitted to renmaini under retirement, sys-
tens better uited to their needs.

5. The referendum provision in H. R. 6000 is entirely unsatisfactory
because: (a) An aggressive minority migit. cause a compact to be
entered into without. the sanction of a substantial majority of those
in a retirement system, (b) there is no guarantee that each member of
a retirement plan would be completely informed in regard to all issues
involved especially those pertaining to the inclusion under social
security versus their existing local plan, before being asked to vote,
(o)the bill is ambiguous in respect to the details, frequency, and ma-chinery for holding the referendum.

0. Ihe committee felt that the propaganda recently issued indi-
cating that public-employee groups might expect to eventually have
their present local retirement plans as wvell as Federal social security
is erroneous. Since H. U. 6000 makes no provision for the protection
of local plans, it is reasonable to assume in times when the tax dollar
is tight, that public employees might logically expect radical curtail-
ment even to the point of abandonment, termination, or dissolution of
the local plan and substitution of social security. As a result, adequate
retirement plans long fought for and long established would be re.
placed with a substantially less desirable program for public em-ployees.

At no time has it. been the thought of the committee or Denver
School Employees' Council that social-security benefits should be de-
nied to any individual or group who now have no retirement protec-
tion. It is the feeling of the committee and the employees of the
Denver public schools as expressed through their council that the
program now in operation in Denver for all school employees, and all
other programs in existence for the protection of public employees
at the time of retirement, should not. be jeopardized in any way. In
order that these existing plans may be totally protected, ihe ienver
School Employees' Council has taken the same position as others in
our community and others in the Nation to specifically request, amend-
ments to H. R. 6000 providing for the exclusion of imblic employees
inpositions covered by retirement systems.

Have in this statement an exact amendment which I would like
to have filed as a part of my testimony.

'rh0 CnH\T AN. It Will I' filed a1 lpui't jf yuur testimony,
(The amendment referred to follows:)
1. In section 218 u11der definition, strike out (C) of lragraph (5).
2. In section 218 strike out (d) (1) (linelo, page 82, through line 1T, page 81)

and suhtitute:
"(7) Such agreement shall exclude all public employees In positions covered

by a retirement systeav, as previously defined In subsection (b) (4) of this
sectOn."
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Mr. WALuaM11. You have noted today that all of us front Colorado
ame in agreement. on what we feel is best for our lan. You also note
that our position is ubustuntiailv tile salle as puil ic-enployee groups
all ove.r the country. It. is our ilief, then, that tihe best interest to our
groups can be served by excluding us front tile coverage of social
securltV.

We certainly thank you for tie time you have given us and the
op ort unitY to resentt, our" posit ion.

T1'he 1C.,uHNN. T1han1k you, sir. We appreciate the contribution
thait. you and others who have appeared here have .made to this study.

Are there questions?
Sellatol' JOHNSON. I woul like just to bring out thi; point: Under

all of the plans which have been presented here thz Federal Govern-
ment. makes no contribution.

Mi. W.:rmis. That. is correct.; the Federal Government, dot's not..
Senator ,JomNsox. If von should adopt. tile other plan. the Federal

Government would b required to make a substantial contribution pro-
vided the plan did not carry its own weight.; is that. not true? It
would be a Federal responsibility?

Mr. WATEs. You mean if we were covered inder social security,
thenl tie financial responsibility becomes one of the Federal Govern-
Inent..

Seniit or hoINsON. 'T'lat is tlie point.
Mr. W.\:rrms. That would he true. but so far as our plans in Colo-

rado are concerned, and I think it is generally true throughout the
other plans, they are adequately financed in the main, and we don't
feel that that will he a problem.

Senator JO1HNsON. I realize that, hlut the 'point I am trying to make
is that if we should blanket von in under the Federal plan. under the
sowial-security plan, then tfio Federal Government would assunue a
1i111h greater responsibility than it does at. the present time.

Mr. W.Tsrns. I think that is true.
Senatitor JOI NSON. It has its hands pretty well filled right now.
Mr. W.ui:rms. That would be my impression from hearing the testi-

miony here and elsewhere in tile last. few days.
Senator JoHNsoN. That is all.
rie CMCA N.\ . Any further questionsI
Thank you very much, Mr. Walters, for coming.
Are there any other witnesses present who wish to be heard at thistime?
(No r sponsor )
The CIMNiM.N. If not, the committee will stand in recess until 10

o'clock tomorrow morning.
(At tile request of Senator Johnson, tile following letter is inserted

at this point:)

IIOusF OF 11F.RESENTATIVES,
le',mrc Colo., 'ebruary, 1j. 1950.

|oloi. EmiWIN C. .OiINsoN.

Smate Ofjtet' llnihlin. 17,mil'ml 8htltitc ('01ogri'css.
I'llhipf l.m 1). 1'.

DI .\i SENATllU .l INSON: 'N llv'e timt' extestom of socill sev,|i't' to pimmle Pii.

ployet's 41 pp'osedm' tit If. I. 0000) Iq the sm hjt 't of this letter. ald smic'e both
'mw i d - :imalor i lmkiin from'iii C, lot'io mifom l' em'ilt'i's fi t tof ile SenatiIe I'iiimmiep

Commlimmuie twmw vo'qsh'i'ig that immipiosal, I imi directig im identihal leter to
Sector Fugene M1lllikn,
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We note In press releases of the last week that the director of te State em-
ployees retirement association and Inenbers of the retirement board of the Den-
ver Publie School Emuployees Retirement Association (lin addition to fire and
police representatives) have been testifying In Washington before your Sell-
ate Finance Conittee on the extension of-serial security to public employees
under voluntary type agreements. rhe effect of the newspaper reports Is that
each of the people concerned favored the exchtslon of tIhose pinllh- employees
who now have their own ioial or Slate retirement systelns. Ti weight accorded
the testimony of those who have spoken before your coitittee in regard to tile
e~Xehuilon of public employees with retirement phns in Colorado is of serious
concern to tile many lmblle employees In this State who have some knowledge of
what 1I. It. (0011 does proposo. Il that Interest. this letter is being written and
it is urged that you make tills comnnninleat ion i matter of record for the Senate
Finance Committee or for the Senate. generally through your regular publications.

During the last nonth, I have met with groups of State. nutltiWplla. atntd school
district employees of Colorado in several different areas of tht Stto where
employees ore allltated with tite State of Coloratdo pnltile employees retlrenent
system. le,' In l)enver, we are Intlinately workig with school eniployees who
tire mttenbers of their owt contrilnutory system. Satlurd ty. I met with forly-some
delegates of teacher locals it northern Colorado representing school districts
ant university employees embracing a menbership of over IO00 in tile Slate of
Colorado public enplo.yees retirement system. Saturday evening, I titet with
alln equal nmtiber (if eunijloy s who are patri of the saff of varilots delartmllnits In
tle State otflee buildings it Deaver. Probahily Il the hlst 5 weeks. I hIive imet
with and spoken to groups of employees whol I turn represent na samipllng of
the uenbership of the entire Denver Plublh Scholos IetIremnent'Association aind
npwords of 3^,KN employees it tihe Siiite of ColoraIdo rellrenltelt 8astvin. I have
ot met wlth ind I hauve not talked to tiny polIlee or tlri reitresentativs tand
therefore this letter (toes not ltiritort-. -o0seut .i -plit of view regutldilig the
reactions of entployees in tht type if pllitlle service III this State.

On the basis of these meetings. we are latiettlnrly concerned with the testi-
tiotny of Colorado Retiremennt Assoclation olllils before your Senate committee

oil the following bases:
1. Public employees generally do not know the facts about I. I. t000. Spe-

ciflcally. tile proposed section 218 is not bellig dlisetls.ed In either dhiect or dl-
gested form with most of the public elnlloy ,s miow III retirement systhlis i1 tiis
state.

2. Outside of the director of public welfare in Colorado, Earl lKitiis (wilo
hIs testified to your committee ott this bill eOtcerimln other sections of the bill
and not concerning tile subject of this letter. I have yet to find ilt employee
of the State of Colorado or of any school district in Colorado who is it ilember
of the State of Colorado retirement system whoi his been isked what Ills
opinion Is about II. It. (kX.). ly tie sane reasoilnig, there WllS lit general survey
of feeling among school employees III ti l)enver iuiblic schools retirement sy*s-
tent taken prior to the thne that ollelals of both of those retirement systems
testified before your committee. In other words, even though the testitionty
might have represented the accurate thinking of the indivldials who testlled-
ant perhaps even the boards of control of tho two pension systems under dis-
cussion-the viewpoints were nonetheless unrepresentative of the thinking of
the ruink-uttid-fite titeittberstilt of either of the systems sinie their tihikimaz had
not beeni sought prior to the decisions nlade by the top ollleiils In ttlose svsteils.

To many of its as public employees, it sets a dangerous precedent to Ive
olilcials in the retirement systems to which we contribute testify before your
counittees without making an effort to ascertaui tie real vlowimtlnts of time
members of their respective retirement systems. The principal reason that
these oflelils oild not ascertain the viewloints was silly because rink-and-
fil employees In either of the systems have not for the most part been presented
with the facts of what the proposal Is aud what the protections and safegnirds
are in 11 R. (1000 to those who now have retirement systetis of thet own.
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We recognize' that testimony should be weighed o!n Its merits-but we feel
that it is Important that those of you t-onsiderilg tile merits oftle t0stlilony
of these pension otilelals from Colorado should recognize that they (lid not
give a clear-cut picture of II. It. 00 to the thousands of members in these two
retirement systems and thus they did not request of these members oil the
basis of the facts a clear-cut expression of opinion conceriing tile stand that
they, the pension officials, should take in regard to the proposed section 218
of 11. It. 6000. This Is a practice which we as public employees should generally
condemu and want to make clear to you for the record.

In spite of the statements I am making to you, here, you will find that many
teachers and other public employees in one of our retirement systems will he
writing yo urgluig that tulle employees so covered be excluded from II11. It.000.
Most of these letters will follow one of two patterns: (1) llaudwritten copies
of form or model letters which have heen distributed for Just that purpose or (2)
personal letters from individuals who lave been told through faculty or staff
meetings that It. R. tIM4) would endanger both the Denver and Colorado retire-
ment systems. In both cases, probably less ttain one out of a hundred41 people
have heen presented ia broad, well-rounded picture of what section 218 of 1I. It.
6000 really Is. Many of theii will lie Individual letters based on the assumption
that if section 218 becomes law, Imtediately all teachers and public eilployees
in Colorado will lose their existing retirement systems and will assume only tile
protect ion and benefits of tilt social security old-age and survivors Insurance

Siecillahlly, the representative gathering of teachers iln northern Colorado and
the representative delegation of statehouse employees it Denver lit their mtt-
ings oi ,Mtmrday, bhruary 11, rqMuested that this comnnication be directed to
you. There was one accord on these points:

1. For the. most part, section 218 now provides adequate safeguards to public
employees wito are covered by some kind of retirement system of their own. hlow-
ever. It sees generally agreed by those who have studied the complete provisions
of the section that It would be well to do the following:

(a) Provide In the written referendum that tile ballots lie secret and that tile
normal safeguards of privacy In voting he assured the voter.

b) That in the referendum proposed the term "voters" be defined to Include
everyone who Is eligible to vote rather tihan those wio ave~ally do can;t a ballot.

2. There is general agreement that no plesoti now protectedIl by at adequate
retirement plan Is going to vote himself out of a good plan.

3. Generally, public employees In Colorado like the Idea of pe'rnitting a vote
on se)ifle inodlfleatlons of existing systems where a conmbitnation of social seeui-
rity and existing retirement systems will provide the kind of publle retirement
security that imlic servants should receive. In this regard. te'eliers aInd State
employees in Colorado do not favor tle insert lol of illy anietalnent which Would
reluilre that those who now have retirentent systems couhl only vote for social
security as a "supplement" to those systems. Again, those who have stldled and
undlerstanid the situation feel that the proposal as It now Is prepared will ,make
possible reasonable modifleatlons of existing retirement systems along w!ih social
security to provide better benefits than fire now available in mallny cases lit ia cost
no higher than what the present contributory cost would be in nost planims. Agaitn,
these 's111o people feel that no one will ever vote for it prolsxed niodllth'd plan to
accept social security hit any referendum If the benefits for retirement are de-
creased In the proposed modiflcaton. If there Is great insistence that tile word
"supplement" be used, we feel that It Is Important that the words "or modila-
tion"i of existing pension systems to Include full sovial-stirily participation be
added. l11t generally, hlie prollosals that now stand would se in to gulranlee
that possibility.

4. The people who are testifying against Intcluding public employees who are
now covered by their own retirement systenls almost always emuphasizo that the
employees covered lit these systems would much rather deal wlth their local
pliilcal sul'divislons or their State governments. II. It. 6tlt0i as it now stands
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provides that they will have the opportunity, specifically, to deal with their State
governments (and in turn with local political subdivisions if they are covered in
ocal plans) to improve their retirement conditions. Actually, this argument is

an argument for the proposal, because in dealing with State and local political
subdivisions the public employees will give a much more critical look at the
retirement systems in which they are members.

5. Most public employees are well aware of the fact that basic social-security
benefits go with them from Job to Job. Although the movement of workers is not
great in relative proportions between the several States, as public employees we
recognize that a floor needs to be written under any kind of local or State retire-
ment plan so that the worker receives at least a basic minimum protection If he
leaves a particular job and moves into either another area of work or a different
geographical or political area where his former retirement protection would
cease. We believe that public employees are as capable as any other occupational
group to Judge for themselves whether they would individually benefit their own
local retirement systems by the extension of social security to them or whether
it would be against their best interests to vote themselves into social security.
Certainly, section 218 (d) (I) provides that protection (with the amendment
suggested above concerning balloting and who the voter shall he) to any public
employee now covered by a local or State retirement system. On that basis, we
urge favorable consideration of the typo of proposal made In section 218 ofH. R. 6000.

. Sincerely yours,
HERRicK S. Romn.

(Whereupon, at 3:30 p. in., the committee recessed until 10 a. m.
Thursday, February 9,1950.)
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THURSDAY, FEBRUARY 9,. 1950

UNITED STATES SENATE,
Coi~3zjrrEE ON; FINANCE,

Washington, D. C.
The committee met at 10 a. iii., pursuant to recess, in room 312,

Senate Office Building, Senator Walter F. George (chairman) presid-

Present: Senators George (chairman), Lucas, Kerr, Millikin, and
Martin.

Also present: Mrs. Elizabeth B. Springer, Acting Chief Clerk, and
F. F. Fauri, Legislative Reference Service, Library of Congress.

The CHARIr.\Nx. The committee will please come to order.
We will hear first this morning from Mr. John J. Goff, chairman

of the Committee of Associated Pension Funds of New Jersey.
Mr. Goff?

STATEMENT OF JOHN J. GOFF, CHAIRMAN, COMMITTEE OF
ASSOCIATED PENSION FUNDS OF NEW JERSEY

Mr. GOFr. Mr. Chairman and members of the Senate Finance Com-
mittee, my name is John J. Goff. I am chairman of the Conunittee of
Associated Pension Funds of New Jersey embracing the pension and
retirement organizations which are listed immediately hereafter.

The CIHAIRMAN. What are those pension funds?
Mr. Gok'. I have them listed here, Mr. Chairman. They are the

following: Board of Health Employees, Newark, N. J.; Board of
Health Employees, Paterson, N. .; Board of Education Employees
of Essex Count ', N. J.; Essex Council No. 1, New Jersey Civil Service
Association- Employees' Retirement System of County of Essex,
N. J.; Employees' Retirement System of County of Passaic, N. J.;
Newark, N. J., Board of Works Pension Fund; Newark, N. J.
Municipal Employees Pension Fund; Newark Firemen's Pen-
sion Fund; Newark Policemen's Pension Fund; New Jersey Civil
Service Association; New Jersey Education Association; New Jersey
State Health Officers' Association; State, County and Municipal Em-
ployees' Retirement System of New Jersey; State Prison Officers'
Pension Fund. There are approximately 50,000 employees through-
out New Jersey replresented wiho are members of existing public em-
ployees' pension and retirement systems.

Many of these funds are affiliated with the National Conference on
Public Employees Retirement Systems, of which I had the honor of
serving as chairman for 4 years. At the present time the pension and
annuity organizations affiliated with the national conference have a
total membership of approximately 1,000,000.
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I am an active participating member of a pension fund. As such,
I am well aware of the concern which my fellow members have per-
taining to the question of the possible extension of social security to
public employees, and I can speak from personal knowledge of their
feeling toward such extension which would include public employees
who are now members of or who may become members of these legallyconstituted pension and retirement systems.

The membership of these State and local systems have a vested
interest in the continuation of their own retirement plans, without im-
pairment by Federal legislation.

For many years, public employees, such as policemen, firemen,
teachers, civil-service employees of all classes, have devoted them-
selves to public service as a career, in considerable degree only because
of the large measure of security in old-age assurance by their mem-
bership in various pension and retirement systems.

In most instances, one of the compelling reasons which led to ac-
ceptance of a Stpate, county, or municipal position was reasonable
assurance that, after the stipulated number of years of service had
been rendered, the employee would receive a retirement benefit that
would at least enable him to live free of the fear of want.

Most public employees in New Jersey are now covered by retire-
ment funds established by State authority. In all instances these
funds provide a retirement annuity which is more adequate for th'e
career employee than that now provided or proposed under social
security. And they make it possible for public employees, many in
hazardous occupations, to retire at an earlier age than under social
security.

Consider what might have happened during the recent war, when
private industry began to bid for manpower by raising salaries higher
and higher. Had there not bpen this picture of lack of fear and want,
which had been assured them for their old age, many public employees
undoubtedly would have left public employment and accepted jobs in
industry, with their promise of large immediate financial gain. The
fact that public employees, members of existing pension and retire-
ment systems, did not in any large degree shift to industry dispels
the statement that "shifting in and out of State and municipal em-
ployment is similar to that in other employments." .

Mr. Chairman and Senators, I would like to deviate just a moment
from my statement, here, and answer something that was said here
yesterday by Mr. Chatters to the effect that two-thirds of the public
employees do not remain in public employment a sufficient time to
secure their pension benefits. I can say from personal experience of
29 years as a civil-service employee that I could count on one hand
the number of employees that have left the service in the city of
Newark. And those that did leave left for other employment in
public employment, cases such as engineers accepting other positions
in public employment.

Senator MITLIKIN'. Were they covered in those other positions?
Mr. Go~r. Yes. They were.able to carry their seniority and carry

their pension fights with them. 1i
. 'Another phase that I think should be considered is the fact that
in most public employment we are governed by civil service. And
it 'would'not be feasible to move in and, out of public employment.
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That statement was utterly ridiculous, from our personal knowledge.
Not at this time, nor since the Committee of Associated Pension

Funds was organized some 9 years ago, have we ever expressed any.
opposition to the extension of social-security benefits to those public
employees who at present have no protection from want in their old
age. As a matter of fact, we concur in the resolution adopted by the
National Conference on Public Employees Retirement Systems on
April 2,1942, which reads in part as follows:

It Is the sense of this conference that it takes no position on any pending
legislation in the Congress of the United States, except insofar as the same may
tend to diminish, defeat, or Impair the interests, present or future, of any public
employee in any existing pension system.

Although we do not oppose the extension of social security to these
public employees who are not members of public pension funds, we are
unalterably opposed to the extension of social security to public em-
ployees who are members of and eligible for membership in any State,
county, or municipal pension or retirement system. To include such
public employees would inevitably lead to the destruction of their own
local systems, because the local taxpayer will not support both, nor
is it reasonable to expect him to do so. Also, the superimposing of
social security upon existing retirement plans would oppose a double
[-urden of contributions upon the underpaid public employee.

A technical staff for a previous Ways and Means Committee, in a
l painstaking re ort, made reference to the problem of the lack of cover-
tge for so-called migratory public employees. This qutestion was
Answered during the war. ;The records will reveal that very few pub-
lic employees who were members of existing systems left public em-
ployment for the higher salaries that were offered. However, any
loss sustained by migratory public employees would be negligible in
comparison withI the loss which career public employees, now covered
by their own retirement systems, would sustain were they embraced
within social security, or if a Federal-State voluntary agreement or
pact were provided, which loss would be the ultimate destruction of
their own retirement systems.

As this committee well knows, there was no coverage of State and
local employees under social security at the time the act was passed in
1935, because at that time there was no thought of taxing State and
local employees, let alone the taxing of States and political
subdivisions.

The first suggestions for covering State and local employees under
social security was contained in the original Wagner bill introduced
in August 19-0. Such covereage under that bill would have been
compulsory, and public employees challenged the right of the Federal
Government to collect social-security taxes from States and their
political subdivisions. They also protested against the policy of cov-
ering State and local employees, since many were already protected
against the hazards of old age through State and local retirement
systems.

This committee may remember the political repercussions in the
fall of 1910 leading Senator Wagner to announce (1) that he had
no intention of jeopardizing State and local retirement systems and
(2) that lie would amend his original bill to exclude members of State
and local retirement systems from the proposed coverage. That bill,.
of course, did not pass.

0805-50-pt. 2-48
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Then came the Wagner-Murray-Dingell bills of the Seventy-ninth
Congress. Then the Kean bill of the last Congress, which was ob-
jectionable; however, Mr. Kean agreed to amend his bill to meet the
objections of public employees, members of existing funds. Then the
WVays and Means Conuittee of the first session of this Congress drew
and passed H. U. 6000 under the gag or no-amendment rule.

Mr. Kean from New Jersey tried to have his bill, H. R. 6297, which
amply protected public employees who are membeIS of existing pensionor retirement systems, substituted for H. R. 6000. However, suftlcient
votes were not available to recommit H. R. 6000.

It may be said that the referendum in case of retirement systems,
Which is found on page 82, line 10 of the bill, is ample protection. To
this we say "No," because it will place existing systems in constant
jeopardy. There could be one referendum after another. It will
permit the Social Security Board, with its unlimited funds, to deluge
the persons concerned with well-planned propaganda.

Senator MLUjK IN. Is it not perfectly apparent that you could not
make any long-range plans where you are operating under the constant
threat of having your system absorbed by the Federal system I

Mr. GoF. That is true, Senator. We would constantly be con-
fronted with these referendums, and probably have to provide defense,
without the wherewithal to do so.

Speakers from Washington will appear before every group of en
ployees that can be persuaded to welcome them.

The referendum permits voting by persons already retired. I
many instances these will not understand the issue involved. They
may even believe that if tliey vote in the affirmative they would receive
both their pension and social security even though they never were
in covered employment as required by the social-security statute.
Similar attitude may be taken by many employees believing also they
would receive both. But as before stated, it is hard to conceive that
the taxpayers would pay for both, nor is it reasonable to expect them
to do so.

The referendum requires a two-thirds affirmative vote, but does not
state two-thirds of what. Is it two-thirds of those voting? Two-
thirds of all eligible to vote? The possibility is that we may have a
compact approved by a number far less than a majority of all existing
members of a system.

Senator MILLIKIN. May I ask youplease: Vhat is the basis of your
system? Do you have a code of iaw thiat regulates the system? Or is
it by agreement of the members? Or just what is the legal basis of
your system.

Mr. Gon'. Our statutes all, Senator, are provided by the legislature,
by statutory acts.

Senator himuN. I see. Is there any provision in your statutes
which would permit, say, two-thirds of the members of these systems
to altar the systems?

Mr. GOFF. No. It would have to be done by State legislation,
SeatorMniTanx. There is nothing of that kind?" M r. Gov .,0o, air .. ... 11,, i.
The dangers inherent in the referendum section become apparent

only after one studies what will happen to the members of existing
systems if a referendum is decreed in aiy State.
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The public employees, members of existing pension systems, are not

asking for anything, just to be left alone, with security after our own
State s ideas, security to continue iti the enjoyment 'of our existing
systems, where most of us have benefits superior to those offered by
social security.

In closing, we ask that the proposed amendment to section 106 of
H. R. 6000, as follows, be included in the bill before it is reported
by the Senate Finance Committee:

l'Rorostm AmI -:a)ENT tO SECTION 10N OF 11. U. 000

Strike out section 218 (t) (1) (beginning with line 10, page 82, to and in-
cludig Hae 17, page 93) and substitute iherefor the following paragraph:

"(7) Such agreement shall e :clude all public employees in positions covered
by a retirement sysiten, as previously defined in subsection (b) (4) of this
seetiotn."
which amendment was submitted by the National Conference on Pub-
lie Employes Retirement Systems and is stirljorted by the Municipal
Finance Oflicers' Association of the United States and Canada us well
as all public employees who are Inembers of existing pension funds.

ThiIs, gentlelneni, we believe to be a most fair and reasonable request
and I wish to thank each member of the committee in behalf of the
more than 50,000 public eml)loyees in New Jersey, now enjoying the
benefits of their local retirement systems.

Present here today are Fred Walker and Charles I. Levine, who,
with myself, were di rected by the New Jersev Civil Service Associa-
t ion to oppose II. R. 6000 unless it is amended to provide total exclusion
of )ublc enln)loyees. members of existing pension and retirement
systems. Ihey conctir il my statement and remarks.

Attached hereto and madZ, a part, of this statement, please find a
resolution which was adopted by the Legislature of New Jersey on
March 23 and was signed by the Governor of New Jersey on March
25. It. is known as Joint Resolution No. 4, Laws of 1942. *

Now, I don't wish to take up the time of the committee, but I would
like to have the joint resolution made a part of my statement.

The CH.R N.T. You may have that entered in the record.
Let me ask you one question. As to the amendment which has

been suggested, referring to the definition in subsection (b) (4), I
have not referred to that definition. The amendment proposed is
that-

Such agreement shall exclude all public employees in positions covered by a
retirement system, as previously defined In subsection (b) (4) of this section.

I suppose the definition is expanded by the amendment is broad
enough to cover all of your systems?

Mr. GoFrF. The wU;endment will include all that we are asking
exclusion for.

The CHIRIAtr . Are you asking for exclusion of those presently in
* it, or those who are eligible?

Mr. GorF. Both, Senator.
The CHAIRMAN. Yes. I though that you stressed, that point.
Mr. Gor. For the simple reason that'our pension Tundi would die

*of s'aarnation if we were not afforded an opportunity to take in the
new einpioyees as they were employed.
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Senator NU.aKIN. Ijgiw much do your folks contribute to your
systels f

Mr. Gorr. They vary, Setator. Some of them go as high as 7 and
8 percent, They average around 5.

Mr. M mIIIKIN. Is Hit'n el|ual allmllnt conttribllted by the State?
Mr. Gorp. As to the State annuity fund, (lit, Stitte dos not meet

the contribution. They just add such additional money as is necos-
sary to keep the system souid.

'T'h CAIM.AN. ThV era1te o a pay-us-you-go basis, Its for as
the State is concerned?

Mr. O 'r. That is right, Senator.
The CITAInM,\N, Are there any further questions?
We thank you very imuch for iour appearance.
Mr. Gorr. Thank'you for tt pr.irie ge.
(The resolution sulmbitted by 1hr. 1,Uor is as follows:)

Nr.,\itK, N. J.', ..prnil 10, 194,2.

To tho Mtember of the Util tn states (ongr.ss, Woashingto, 1). V.:

Tho following resonhlttlon wAs ailolted by the L.eglslatliro of New Jersey on
March ', and wits signed by the governorr of New Jersey ot Mitrolt 2. it i-i
known ;ti Joint flesolntion No. 4, Laws of 112.

"STATE OF NEW Juii11y

"Introduced Februnry 0, 1942, by Senator llendrhksot,

"JOINT iKTISOL.iIION UI,.NIOIAI1it.INO Tt1I. CONiiiiF4 oTlF Til VNt'rl RI'AT r, It'0 .
T"0 XNAP ANY I, KOLI.ArION Witl WOil 1) XIIIt Till t1101l I144 Air 1,1I1111t F .mI,.1
OF Ti!1. STAT OF' N W JUIIIY AND ITS i'OlITIVAL UIIIIIIVIIONS

"Whereas tile Federal Social Secrlty Act a4 enacted by Congress lit the year
ollo thollsud titite htttdred and thirty-tivo and itS Niib tall'qtleuly illalleil.
excludes frot its provisions, employees of tho lntted States (lovertknie iItl of
ally Stato or Iloltleal stuhlivIsIon tleivof: inl

"Wheretas under te itrovislons of tlt% Fedleral Soial S vlrly AteI, encuh Stlato
at1ta Its lpoltiaeal sulltvlslons ie Initti frot the titx Inposed upon enlhoyers
byv tile ant aforesatd; and

"Whereas the entployees of eteh State and itollial sublIvIsion thervof are
Innnunle front the tax 1111upon tiptn enillpoyees by the act iforesuld allnd

"Whereas there aro ono or more hills now li, lulin tle Colgres, of tlt
United States which woulh Itave the effct of extendlllg coverage of tlt, sovtil
Security Act to nil States and their political slbilvislons iIat tho eniloyee.,;
thereof; and

"Whoereas tho I'romdent of the Uniuted Stltes his saul thnt the objectlhes of
tile Soclal Security Act iiutdhol not ind need not be itlailled lit the mritelllce of
protection noW avallahle to sonte ilttinelpal workers titotugh exist Ig pension and
retirement systems ;, anid

"Whereas there aro ipproximately fifty thollsnnd plnlie 0inltlhyees In tile
StatO ot New Jersey who have contributed to itd art ninetar of itiproximatitely
ono htutdIm fifty statutory penslon funds: nnul

"Wherlas the extension of the provisions of tho Socthil Security Act would
Ilot oltly |ltoe lladdiltlollt taxation ilson tho State of New Jersey and inlny
t Its olitical stbtdlvtslon aid tle enlthtyet, thereof, hilt wolll Ilikewise tend
to Impair the beneftai and pt'ott ,t on which have tell gtlned bIy 1ntlitc 0nt1tloyces
ttow ieiulwrs of existing peonlon Aintis: Now, therefore, lie It

"R olrved byi the oenife 1ail 4 c,',irnl .4Assembly of the ShilU of ew Jcr~ep:
"1 .he ]'egsltnure of the Htate of Now Jersey looks with concern tpon ally

IproitmiI to extend the Itresent R1eoeriil Sw1il tcurlty Act to the Slate of New
Jei'soV, It Politicit lallvissons aitd the employees thereof wilo la now ne11u1ers
of exnitting legally create41 pIenlon atid rettreiaentt sfs tent and, therefore, mlt1ect.
filly urg and rptitiotlu the Congress of the United States to retuo to ellet ally
legislation which wotlh! extend the iprovilons ot the Social Securitv Act to tlt(o
Public entltloyems now mnliers of legally cotstititel Slate or local pelnstll,
retirement or antult' Systems.
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IT. The $mmlitry of Stato IKN nittl he Is hereby directed it) trimmuilt coldeit of
title johit rosoltition to the Ilre.4111plit of III%% United Stilles. the vii.-A-111.4-shlolit
of tho UlklI441 14,111tes. tho Clut I rillit it tit tho Wilye 111111 M1,11114 01111111111tv of 1110
Ilollso tit flit% 18-viintom uttil Repremlitntives of file Slitte tit
Now Jersey tit flit, Congmis, tht, , bWtmil 18tvitrity AdIviltil"Mitor, nild tild
liNxIerill $txlnl Socurily Board.

"S. This Joint resolution shall luke effect hummillitely."
Although flit% eosolittlou hy its own torills provides that tvkAlfled voilleA lve sillit

tit vertnin Slemlivrs tit Cotigress. sevvilig tilt tilt, Wilys luld Molklis 0111111111ttee.
this remoluthm lie svitt tit pill togellivir wilit tilt othek- alvitilievs tit Coitgretts. (or

41111. 111fol-11111tioll. through lile cour(emy tit flit% Coutudittv tit Asstwittled 11outtlou
1111118 of New Jel-soy.

1.110 01AIRNIAN. MisS EATIVII Shollkil(II Miss Shollilld, will you
plellsO itlelltify yolirself for tliv record

STATEMENT OF MISS EVELYN SHOLUND, MUNICIPAL FINANCE
OFFICERS ASSOCIATION, CHICAGO, ILL.

lltiss sliol.11m). Yes, sir. Aly 1111111o is 14'velyll sholitild. 1 11111 it
Illember of tilt, Nhillici )III Filmilve 01livers Assovilitioll of tho 1111i(ed
Stittes tind ("amidit, mil imi substitulitig foi-Mv.A. A , Weinbel.g. Mr.
11,villberg is clut irmall of our 11"Sovilitioll's coullitimle ()It pliblic eill-
plovev retirellivill 110111illistratioll.

Avellust, of the hilli(ed lillit, Ilvitillible for this report, I shall tolloll
lilloll Illo Illore illillorillill itolls.

I 11111will, Iiifore voill. vollimil(tv to stiltv div position of tilt) lissovill-

tioll oil tho (Illk'stioll of sovilli-sevill'ity extellsioll (o villployovs of State

ItIld local governmelits. 'I'lle clitilliliall Illvillbers of oill. tismWilitioll,
ilig libout I TI pervelit of mil, tolill illellibership, have refrailled

froill fliking it positioll on this question becallso it voliverns tilt 6.slle
airvel III r 1111ited silitt's.villitt Allillelpill leillillivo 01livers Assovilitioll is it fad-fillding luld
Ilest'llIVII orgallizatioll comprising Illore thilli 12.300 officials of slato
4111d local goverillikolits. invillding 11111111ce officers. comptrollers luld
auditors. Illitt professional livoille interested it% 110111vill'; of 1111111i6pill
fillillico Illid 11(voillifill sillve tho ilmitiving oF rotimnont. platis i4 it
J Ilrt of tho fillit'lioll (IFIllo fillillive division of goverlillient, tho lissovill-

(loll sonle volirs ligo, extellklett its fit-tit of lictivily tit include tilt% subjem
of philmil . 1 111111011194 lilt(

It I Itillitillis(viltion sit r0irument p1mis for

public villp ovees. It crelite4l. 111111 lilts lKI'll limillillilling. it Standing
(101111111itlev tilt Iviin-1110111 dvalingeXelumively %%-ill% filimproblvill.

1111 le vio-;ilioll it( Ilkv RKoviatioll %villt lvsl vt to tho Ivollowd lkisill-

tilill to 111011414" lillbliv etill tit I% et-4 im4ler flit- olihigo mul survivors hisur-
11114,41k 111,0V i*-WIlS of I lie S4kviAl *vuritv Act iqtliat it i4imt i4verso to tho

vmell-Aioll of I hvsp lotoli l4i'm-4 1%1 1141114%, illllplltviv. having tit) ret ilvillolt
of, oploswell tit I 1W 4AII'llsioll oft he ad (ot1lIIj)lovvv8

:*if SIA10 111041 14sk-141 v4N) mile all-vahl'; 4*11%,4111,41 bv omllllfi, lled

local Irt-tirentelit 1164w. It , view i* 111111 1 ht"" villplovel" 'Imw I)III-liei-

pat ilig ill 6-til 1,11141t, 4vollid 114. gralltell 4161111lit"t. vxvl lsioli from cover-

l1gv. A1141 it-* rva."vit" far 1114.4 111womm l1kn% . brielly tit, sullmillrized Ils

followlit: I

1. Many i4tvjvlsovv*- i p buAt till largo met-mett c9itil im and pensioll
cri4lilos (ter lesite pt'r-40.4 of -wr% 14v. vi; Ili,11 u."Illd lie jeopli I'll Ized by

makitig it tit, 'tit- (ter thi-m is% vtolle 111144.1. SIX-ild security. Tho rvf4-
t'114111111 prolvi"Ism 44'.t.. list Io file villplovot4, livelillso lilly
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political subdivision could, by i Process of at trition, on t ho pretense of
retrenehnent, force the accelitalnce of social-security coverage, in, ely
by reducing or withholding contributions to tile lo.al retirenicat sys-
tem, or through other forms of pressure.

2. The local retirement plans for the most part provide consider-
ably higher rates of pension for the workers who remain in the service
of a State or local government for the greater part. of their productive
period.

3. Making the provisions of the Social Security Act available to the
States and local governments as to those employees already covered
by a local retirement plan would be regarded by soie officials and local
agoncit\s as tni opportunity to shift the accrued pension obligations
from tile local comtunitite-, to the Federal Govoernent, particularly
since ill many jurisdictions these obligations represent substantial
amounts which are required to be amortized over a period of years in
tile future by regular periodic contributions.

4. Public employees are not in the sane favorable position as em-
ployeos of industry who have the means by which to assert their
rights to welfare p revisions such 'as pensions, and they cannot, there-
fore, be assured of an adjustment of their local plan and integration
with social security as is contemplated by tile sponsor, of this cover-
age.

5. The same factors that exist. in industrial enterp'is6 for the
establishment and maintenance of supplenentary pemlsioii plans are
not found in public administration. Such impomtaut factor's as tile
profit-making motive, pressmres from organized labor, and the use of
the pension contribution as it tax deduction are peculiar only to in-
dustry. T heso factors influence pension policy for industry and
are responsible in a largo measure for the creation of supplementary
plans.

6. Public employees are fearful that making it. possible for the local
legislative body to cover the employees under social security would
result in an effort to bring about the di-solution of the local plans and
their replacement by social security. They do not. consider tile refer-
endum provision as adeqliato protection since under that, provision a
minority of the employees, under pressure by tile local ofNicials could
force the entire group inder social security. '11. R. 6000 provides that,
tile affirmative vote of two-thirds of the emploees voting on the issue,
rather than of a substantial majority of tile nie'nihe-ship of time system,
would be necessary to effect coverage for the employees pnrticii)at tiug,
in a local retirement system. In any kind of reorganization involving
a change in the basic structure of A corporate plan. for example, tle
practice generally is to require the approval of at least 8 peiveat
of all persons havillg any monetary interest ill the illit to be reorgall-
ized. The requirement, of only a political majority under the rofer-
endum provided by H. It, (1006 emphasizes tile wetlcuess of that pro-
vision.

7. The referendum provision is subject to further criticism on tilt,
ground that it includes pensioners among tile persons qualified to vote
on this issue. ,

Senator MILrLKui. Mr. (hairmnan, may I ask a qtestioii
The Ct,%.nM.x . Senator Milli in.
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Senator MulT.IiuN. May I ask you: Do you know of any Stato law
basic to those system which gives the membeners of the systein the right,
by vote, of merging the system into some other system9

Miss Sh1i,1M. be llio%.o not, sir. 1 think that. that, would rt quire
extra legislation.

Senator MTimIn, IN. Mr. Chairman, may I address an inquiry gen-
erally on that?

Doeq anyone, in the room know of any basic State legislation as to
these State pension systems which give the privilege to the beneticiar-
ies of merging the system into some other system upon at vote of the
members?

The0 CilnMIAtN. Mr. Colien, can you give us any information
Mr. Wsltll'n J. Coll , (technical adviser to ('omilissioner for So-

cial Security). Not tint T know of, Senator, but, I will check into it.
Senator M nur.Kx. I think the record should show that we have a

large attendance helre of persons from the States acquainted with
t heo systems, and that no one knows of any such law.

The CITAIRMAN. All right.
('T'he following information was later submitted by Mr. Cohwn :)

ANAlYSER OF LyoAl. PROVISIONS OF SAr ltTs.t i:NT LIW: ExcrAt-ra IIKL&TINO
,w. AFEIMIATION or l.OCAI.ITtMs WITH EXISTING SYRTrMS T1ROXoIt VOTE OF
I~Mtts

.tlabala cllOolC' retirCeIeCnt s st .:k

Should a majority of the itenibers of a local pension systtesi of an employer
elect to become weanbers of the employees' retirement system, by a petition
Signaeda by sucll sensalsbers, particilpation massy be approved by enmphying unit as
though such local pesssiost systems were riot in operatlons cash and securities
are transferred to this system aitl pienslons avwarded are cotintuedt at local
existing rates,
CaI f1fossi1 Stte acijlopji'',i' re Iii't'iHii Ilsteiin

If a public agency already has tnt existing local retirement or pension system
In effect, a two-thirds vote of approval by active members of the local system
voting as a unit Is necessary for tie inclusion of its members in the contract.
C418h fand securities or the local systein held on account of persons who become
inenbers of the State systi shall s i , t'a0 nsferred, relativi, shros of such elll-
hers shall lit, credited to tiethI i1lithhas nevonlts, ald nutilties or lieastons
being pald ate coutitaled ait tie existing local rates. A contracting agency may
elect to continite tio local system atd place only i portion of Its tasabers under
tilt% State retirmnellt syste111: however. tile local system Is discontlnued it all
of Its inen.bers become tieniers of tlme state system.
Georgia teachers' retirement system

Local systelas Massy allithte by Majorlty Vote of msenber's atl approval of
employer. The State system does not assume liability for atnuitanmts already
on the local roll when a local systeon affiliates.

dhut 11l40 pultdills' m p1 i/sits' clilrs'uslt' all/st sa
13ective to ietilbers of existing local tetiremtnent ftnds: itnetbers of such

funds nay elect to Join time pulbih, eaiployes' retirement systent by a vote of
approval of 75 percent it suchi covered ateuiters.
Itiditain teacncrs' retirement fuat

Teachers In sclarsl districts operating a ret irenelit ;ystet in 1915 (date of
emaetnelit of tie Stite system) cold be covered through a majority vote.
loira oides ge atilt surrilsorn lnstsaa.e sllsan
Any pollitcal subdivision (liuille selool district, iunlipal corporation. eoiaty,
or townsit1) olperatitg is retirutnest s'steni mamitalitd i whisoe Or |it liast
by palille contributions illay Is it wiole elect to iecomie sissesl|ers of this systent
it sseordane wvithb 'igssit ioslis trcclted Iby tile t'otillsssllk.
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.Eensas school rtit'ttflt9t sptcmtfn
Memliomtt it selptatt school retirement zkysteot liy tfllatt by n majority

vote under conditions prescrihedA by (he boartd.
Wealwk su'' cachrt.s' *'ctideownea eitpilea

Otitonl thly local election) for ineitihers of tkystems already 08tablIshied. On
the IktllllatIi0i of a1 loc-ality already olirilttingita system, coutrititious tire ro-
ftiaed to meiteit aml i tilt% reiialmder ibtused to pay atimitles already gruitotil
by the locality, Which Is reqitlled to) levy tax% aoonally to covert dellcleloy, If anly.
Lotisiano teachers' refire tl stemita

Partlellpat lot oit teachers lielomglog to at futid already olierated by elly, pwarlih,
or oilier suhdllvlslou Is twi lutis tit Indilvidual choloe. 'Vcziclers miay witlhdraw
ilidlvidially front ta local system authd Join thle Stalle system; lit titls evouit thli
local systlni Is rotlIrod by law Its reftid ( lie secedling meiiiers' contribut ions,
or tile iiieiiier may leave funds onl deposit ait 3 perceent mtil lie retires or leaves
active Service, Vleol the amloitlit will he reftialded 11i I11i11p sioul,

If 0r itolreetit of the memibeirs oft any local pension system elected to lie itiveibers
(if thle eliployeeii ret Ireoilit sysiii of thle Still(, bly Peit i on tg by such
noemlier-s. the parIticipat ion of %iteli iaciiilers 11111y he aipprovedh by thle legistlitlvt'
hioly of such 1111ii1c01a1 corporal lou as thloughi stich local petisloi systems wort,
mot (t otoralloli. 'Ilhe oluerilttou or the lottill petstoli syslciii shall Itoe coli-
ti lted i1t4 of dtteofi alioval. clia il NetillIl ctt~ill li, t raulsferiil vith ioteiu*-
hership sluires credited, mtid thle existilng Iteluslilis living t111lil ito the dale oft
appulrovatl 0111itlflbe cooit luitod iiuttl patid atl their existilng rates tliduer ti'o cihloyees'
rettiireet systeiltit the State.
Montanou ptulit' maigtlopuums' re ti iitclllI systria

Shotuld tilt legtshiliv' botly oft a1 Ilotl 1t which hill til existitng rettremenvit
or liistlon funid or system dlecide to cover tilt iteotltems tuf sm-ili Wentm systeni,
the rt'solittlon must lie, approved IN~ a twotirdst tit tfli thactive maeinersi
aiiui tho legislative hiotly 81halt utti imucil lit thle tootrct aoly (tf tlti, elipittyocs,
at maijorIty of whose memitbers voted Ito tllsuutrttve the proposed utystein. It aill
inmiers oft tleo local utysteum hecttiti 1110enhirS itt t111 ret Irt'1neu1t SYuutt'ma, thle localI
systeii shall li tilscontitnted.
Neir llmuepshirt, cmiporecs' retircinent system

Should a majority oft tlmt% mutiembs itt ally local mettrenueunt systtemi (otlier thami
teachers', otrimi',or tlretuut's rtIre~ment systtemn) et ito hecomm embut'uers
tif this symuein, by~ 1s'-titon uluy mtgttt't by suith itembomrs. tmid ilituilil their
employers elect itm have them piirttlptate (by rt'iutlutiton legally aduopteid), such
Vinipltiyi'o 81limil iertipate its though such local ret lrt'iut system wt'c not It
opeorattun: cimtli aid mecuritles are tranisferredl tot tll,; systemic tiallowiites
awarteth art', coiitlmted uit existing loctil rittes.

Should M0 percent oft thlt* members of ally local retiritmeut ttr lteitslo fund
cect to h'ecoit e ieors. by at petitiotn duly milgued by utucli' matuers, patrtleiiux-
ttu' ii my Ito allpi'tvetl its4 though such local ptension system wer'te liot lit opertioni.
'The olteratton of thie local Iwnstluui system suimhl lit, tilltiitlitd its (if dite of
approval; eiml aitd securItIes4 shatll lie transtifecreid witl It IiiueitmteShill SIMSu
cedithted. antd the( existlig ptslits beltig liatt ott time (tilte of aupprovail shatll heo
continued an itt Ild it thir existitng rates,
North Carolina local govrcI'ii"'ht cuttptoIptc' rctireet upshot

Shiouldl 60) percent of tile mmeirs of atty local peislom101 syutemil elect to becotme
Iit'tlteru, by a1 hietltitl illy sIgned by imuch miembilers, lmu'ttcllitiitltm itity bte
1111provedl its though such licatl stystetm welte oiot i operation tuieraittoi of isutch
local ptension system still be diseuittluttuel ats of datto tit tuitproviul).
Ohio school eniplolicca' refremuctt sysiemt

Excludes muetititrs ti a tliier Sttite retlremunt system, mtid of local retirement
systems unless motmaberit and their employer elecvt coverage.
Ohio Ieuichtcra' retireincat semtc,

Opitiotnal for person ialreadly covered tiy, loctil conutribtitory or ittttcoitrlbutory
plan. tAtittlysI4 does not tilutw details; may ito Intdividual optionn)
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Oetgbon Polig Roeplogjce(W Retirement Act
Emiployting uits with previously C.tob011lld Ssttemns may Atllllatev onlly by

eleCt lug to integrote ft% n' een systeml With I1111111t. etniploews, ret treittn't system11
(Iintegration of if tent-hers' assoviatIon requires tile 11doption of at contract of
integral ton by it tinijority voite oitfitn' board of trustees of tit,, nssocition,
opitroval ofit lhe bord of diretors of thlt st-hool dustrd itetl nd twothbirds vote oit
tt i oy itintiors of ft% osseiat ion iteg ilt ton of other systems requires, fil
1111l11 eat[toitl by t wo-thIirds of flte covervid employees oiltdIheir employer).
Coverage is4 opt toti for fify member of it teachers' nssotiatiton wich I,% fit%-
gratted with thisl- systemn (tilt ernitt ive tot coverage Is reftud oif cotitribittlou intio
to th% lentelers' tisociattonl).

HIM'e Ie to mt'(illers of tin existing j101t8toi1 fond11 ma111lnit'ed by. It muittei~philtY
mmeubtirq of sucht funds mtay ttect to join within :1 yenrs ofter fte tuttelitutity
teet tot port telipte by a1 vote of approval of 75 percent oft sucht teters.
Pellilylittiti public Seli eol e'ttplopti'' riiirien t sj/8lttt

Optiooitt for uliteliers;ti of b systems lreidy t'dstilng (twotlilrds vote to
ttliltte).

Teitlii'S or einpttiyee's %%-ilt a re membtders o(fillty other existing local ret Ire-
tei'lit mystetil Aht11t no11tlit' cut itt ld to it eititertilp ititles wit hin I year ittr flit,'
e St abi isttiiteiit of i his S.Nsitnt. sti person shl Itnotify the board oft his lin-
ti Iv litwilOel't l iet1 i to) Jilo 1-i i01t t in t iil iS ysteml. Sliould tin', 1nit-
jeit y tof ~ tIn' embers of snuch lovol systivtn velc toitiart li-pate, tflie% boardt shitill
titify tlit% pvtrsoits lin chitrge of S111,It retitremetit Systeml tI hotil en uid titter- a
ei'rtii daite filltite mt'tolitirs ofit tat tovait system siahi lit, vilili tot par-
Itivlpitte. htemt't'rs of Snch hot-it te reittiet sysem inity Oelc not to tiiwoiitt
nnmnitit'ers of tl0tv Sent il I 'itrellini ret tretnent systemii wtttt :10 dtoys after tOi
(ti11t to cioptoyevs itd itt eottts I roil thItreao e ft ir e vomttinsort ly cutvercil. If
f ite otitijorit y tif thie tovit system vol' (t pIenr i t- te. ho liil fii shlot be
ilisvonit itnettd but existitng iieustiiuts 8i1i11i lit' eouttlinted by loctul 1n1l1s fromt Its
1 111i11. tutu ext-ess it11utit ttstrIlied nttig aittlve tmtebetrs tin lroti tin ttt
l11nt i111t exceeilig 11101.t itt vittht- llitrilitons.
'ruttite.4tte itiilviS tI- it'tintiftt RS.il

If loettlit los tll."slehtIheir systt'tts wititlit 12 itouittts itfit' Jlhy 1, 1t9 5 (effec-
Jill( (ttif St itti Sysi til), 111eir tcachitrs ieitte1t 1uit'iuers of "Ott Systleml

wfit Itlitter service 'rvt'thld.
Virgintia rti-1.'otcttt Ssstitt

Shiteiti the uttiujot-Il y oft( Owi utleithtrs of finy tlt-ltl penstoit Systio elct to
ttteiiitt ititioterZ o1f t his rethI illutot systt'to. by 1 till tintl ditty stgitril Ity sie0i
ntt'tlittets, Jittilli at till nilty lit' 1ltiuroved ilt itinigh stttlt lttcitl lit'iistiiit systetit
wert' niot III opetalot in. AS of f lit' dtof ut iiiriivut. t'nshitmidt seinrit tts shaitl bve
t ransferredl, hitettorttints of thli futnti whIchi represent emotpyu'e eott ntititi slitli
it' cu-illtt'd to (te ti't itilvidmil itevoits, p~eititotusA living h11t1d 8111litt, bevotlittte4ux
mitd pitti tit their t'xi-At lg rittis. itnd flit% totia plw ott systetit shaltl hi' dit-von*

iWiseetisiln ft itel tc111ITITI1tttn ftettil
IEi-hitilts tberstiut -tuvi'rt by it lociti ret Irettitit syteot whtomt tih' govemirtttg

botly ltile iittinl-1i'lhy elets to iexcetlt. Petsonts who tire iiti'uiuu of or
eliglible for uneittershilp lit loith iliet'ts antu tlritttit's pttctsion fltihs litri
wt4)1t1t1tttctttly t'xt-ttiit'd .liwivir, fitity stit-I ptersont maty. by,% writer tio htv Moilt
with it% iti ty tii viltuigi clerk, trn'vilttuly u-nuitit fill bittt titler sielt futiu
(sees. MANt1 or- 62.131 10) titfit-e Wistotistn Stilttiles) atnd be i' eclusive'ly untt'r
flt' W''svonslin m tttitl rettrettint find.

Afi-s Stll.tvNii. As I said. the tvferetitium pristt iont is sItlje' to
filuthil Ctr'eit icism oil tile grioutti thamt it ini'lltsls peutsiouterz ttiong tile
pensous qualified to vote' ott thts isslt. 'IThese ~uhsshatve had their
rights fixed atnd have nothlintg tot look forwit ito in trespect to further
boefi ts. In tho older' systems peltsiolters comprise about 25 1WFmit
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or more of the total number of participants. Giving these persons a
right to vote is fundamentally wrong and contrary to all principle.
Many of these persons woull be inftluenced in voting in favor of
inclusion under the mistaken impreion that they would be able to
get more benefits.

8. The State and local governments should be permitted to continue
the development of their local systems according to sound actuarial
principles. These systems have made, considerable progress in recent
cars. Granting an Oltion to participating would inevitably result
in tile gradual transfer of the pension obligation to the Federal Gov-
erinient, and the eventual diSinlteglatiOn of local retirement sstens.

Senator MImLIIIN. Mr. Chairman. I should like to ask the vitness
whether she is aware of the fact that the reserve funds of tle Federal
system are spent currently for general revenue purposes as distill-
guished from the accumulation of reserves which d!o not represent. an
ultimate repayment, obligation, under your private system. Are you
aware of that fact I

Mis SHOouIND. Yes, sir. I a aware of that fact.
Senator Kvitl. What is it that you are aware ofI
Miss SHOLUND. I am sorry, Sen; ator.
Senator Knam. What is it* you just indicated you are aware of?
Miss SIHoLND. I am aware of the fact that 1n tile local retirement

systems there is an accumulated reserve that is not spent, Currently,
and that in the social-security system the moneys are expended
currently.

Senator KER1?. Now, wvhat do you mnean hy "expended" ? Do you
niean by that that they are parted with, and that. the agency has no
way of recalling them or anything in lieu of them ?

Miss SnoLuND. Yes, sir. In most of tIle local and mnunici)al pension
funds, the system is tdat they are financed jointly by the governmental
agency and the participants in the fumid.

Senator Kmut. Yes; tle employer and the employee.
Miss SHOLUM). That is correct, sir.
Senator KRR. And the agency takes the money and invests it.
Miss SIOLUND. That is correct, sir.
Senator Knmu. In what? '
Miss SILOLUND. That is usually determined 6Ny the law governing

the fund. The moneys are usually invested in United St-ites Govern-
ment bonds or municipal bonds of the State involved. I believe that
is the common practice.

Senator Krm. What is your State?
Miss Snoi.UN. Illinois, sir.
Senator Ktnn. Would you consider the funds of the agency in

Illinois that it had received from contribut ions of the employees and
from the State, that had been invested in State bonds of the*State of
Illinois. as having been spent and tithl lost?

Miss SITOroND. No. There is sufficient, reveime so that a reserve is
set lip.

Senator KERR. Now, would you consider the funds of the Federial
agency that are invested in Government bonds as being in any different
category I

PS SuTOLUND. No; only as to the amount that is invested, if I
understand it correctly. f believe that there is a higher percentage

608
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of reserve deposit in tile municipal and local funds than there is in
the social-security fund.

Senator Kmm. Well, now, I was not questioning you about the per-
cintitge of reserve with reference to obligations.

Miss SHOUNqD. That is the only difference, in my understanding.
Senator KEmn. That is the only difference?
Miss SHOLUND. Yes.
Senator Kmrr. As I understand the question addressed to you, it

,ws: Were you aware of the fact that the money invested in the iliederal
a:cT y is spent for current operating expenses of the Government and
thereby nolonger available as a reserve to the fundI

MiSs SnO.UND. I will probably have to qualify my remark.
Senator Mmma.iu. Then let ine clarify m: question. When the

school teachers, for exanpIc, and the policemen, and the firemen in
these various systems ma e their contribution, that money is spent
for bonds, as you have pointed out, to make itp tile reserve. At the
same time, is time smie amount of money spent for the general revenue
purposes of these various State govermnents?

Mave I should make it. even a little clearer, since we have entered
into this at some length.

At the present time tlle employer sends in to the collector of internal
revenue his own share of the contributions and the employees' share
of the contributions to tile insurance system. Those moneys are gath-
ered in from all these collectors all over the country, and they go into
the Treasurv. The Treasury sets tip a credit for: the benefit of the
insurance trust fund. They say, "What do you want us to do with
this. "-theoretically. The'trustees of the insurance trust fund say,
"Well, give us Governent bonds." Whereupon, usually, not in all
cases, the Treasury hands a special type of bond to these trustees.

Perhaps we can now develop the point of departure. That money
which is collected by the Treasury is then spent for the general reve-
nue purposes of the Government. The insurance trust fund has a
bond of the Government, which ultimately must be paid by the tax-
paver. In other words, the contributors have paid time amount repre-
seited by that bond.

The taxpayer in the future, when we are running under deficit
finance, must finally pay that bond. Aid to the extent that, the in-
sured, under the Federal Government system, is also a taxpayer, he
is paying double. But in any event, I suggest, the money that goes
into tme fund and which goes into the Treasury and which is promptly
spent for general revenue purposes is not. spent to increase tile strength
to that. amount, of the insurance system; whereas under your systems
and under l)rivate systems tle money that you take in from your
premiums or whatever you want to call them is*spent. for the l)rotection
of the insurance system and is not spent for general revenue purposes.

Mis Sl1oLU'D.'That is very correct, sir.
Senator Muamnam. Are you aware of that distinctionI
Miss Siioi.ux. Yes, indeed. That is very correct.
Senator MiLmU N. Thank you.
Mit, SIoLUNI'. The ninth I oint.: Finally, the local'ietirement sys-

tems. like the civil service retirement fund for Federal employees,
have been established to meet certain definite personnel oljective.s and
are esential for the maintenance of an effective and realistic personnel



SOCIAl, SECURITY REVISION

policy for State and local (loverillient employees. ''hey hve becoine
fi t iliegral part of public adini listltion, and exercise n t extIuely
important function it goverilnutal operate ions.
Th aoeiation's position, therefore, is that public eluplovees al-

radV covered by existing lo al r0iroient systems should e gruinted
complete exclusion from stcial security coverage ill order that, they
may be, permit ted to develop without any" hindrauee or restrietion their
ownt retiement plans on a iasis which wvill provide greater prot ,t ion
to the employees and their (ependeuts.

The (iu\l. MAN. We thank you Very much.
Se0nator .' c.\s. I shoul like to Apologize to the young lady for

not living here when she commenced her statement, but I had a lrevious
e11 1lg.allelit which was a little lonu,.r thn 1 alntieipated.

Miss 11omIx . We lumdelrstanlt Senator Ilueas. Yesterday, I be.
lievo you heard our point of view expressed by another conuittee,
of which I was a llember. '[l'h report just given is siilihar to that
point of view. Since this association is shorinig the t line with the

m'hicalgo group. I will withdrlw.
'he ('u1.xtin. .. Mr. GeorgA Mulligan?
You may have a seVat if you wish, Mr. Mulligan.

STATEMENT OF GEORGE F. MULLIGAN, JR., MEMBER, RETIREMENT
SYSTEM, CITY OF CHICAGO, APPEARING ON BEHALF OF PARTICI-
PANTS OF PUBLIC EMPLOYEE PENSION FUNDS OPERATING IN
CHICAGO, COOK COUNTY, AND STATE OF ILLINOIS

.M[r. hu.mx..1,AN. 'Thnk you. My name is George F. MIulligmm, ,lr.,
of C'hieago, Ill.; i ninedtr of it i'reiment system of the city of
Chicalgo. 1 1 olle of the onunitte of three that wias picked by
theso various pensionl fumids to appear on their belIlf. I know thlat
you gentlenn llllart very busy. and1I do not wamit to take up any more
of your time than is niec.sNary to get acrKss the one point that these
Iensiou fulids llnl,-iveta'ed on, and that is that wo would like to be
exempted from incls1ion in social security. ''halt. is oulr sole point.

Wo hvove IItnv reasons, the priluary reason being that we do not
feel that social security and our putie mlunicipill systems can exist
lt tile me t illn aild i; tile simit lociale. It wolld b; at happy drell

if they could, but such a thing is not possible. The eneroaeiment, of
social security ipoi our private sytels would\ wipe oit those holes
that various 11ellibe, of the svstem 111h1v had throumzhkoilt their ve.1'-s
of service.

John I)illon. in his work on Uluicipallities. has said thatm pension
systems lnud pensions "ale thle rwards for long and meritorious serv-
i'e, given by tlhe graciousness of (hivermuient as a toultv," Pension
systems hav lomg ben in effT for the sole plurposso of seeuring that
long and 111eritornous nd loyall service of public employvees. [ has
long been known that the pal" of public eilptoyes, as a general thin.
is h,'ss thaim pay for sinumlar work mu 'rivite idustrv.

In Chic,'ag ,mld in te state o' illijiois, tile tuurn-over in public
employees has ben very small. Most of it, I feel aid b ,liev is
because they have their pelusion pllus 1ud their hopes for retil,-
nliet nuld for that reMason, is well as making a career of public service,
they stay in the public service.
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Munlicipall pelnsion systems were) ealy originated mluy, many
years ago. III filet, tit oidt'st out' ill tilt, State of Illinois is tilt fire-
Illeil's mVstt'ill, wich'i was started inl 1sil2 198 year., aigo. The'lw ext on10
to be cltt'' was tile" police sYstenil. AtIld we hiave now at jrent null11-
her of illlnllitl'ill pension xv-tetnls. t'ovtrkil it'act it'illy 1Nt Iud 11-0 thalt
NNI'dJ litioid. till public eillloyees Inlli et 1 nti most 11. of tile
State' w~ilI petisioll systemttl 1% Iiit'll 'iiiet bee I ht'olight till to date anld
alr' ait tilt, prlet't timt' thi' result of tile bes,,t anIII mlost mlodlern policies'

We' at' not ollpost'd to fhle t'xteliolu of social securiity for thosc,
wii~h v'n ' lttlliett yt'lS We do) not wish to heo-inl-tite-
i1111i1ger about it ait till. We thIink pt'opie silollil be protect, par-
itl Ilarly aga inst 1I illseivt's. BWitas farl at, those of Its whi re' llt'll-

hers oif public t'iaj'iyet retiremenllt SNystelis alrt c'tll'erlleki, till we aire
as~kinir is tilt we beit't alloilt. Weit) dot0 wanit anytEhing from tilt-

1 would aippreciate it, All'. (111'h1airl, if my1% printed st ate'ment nllight
beIlkit a11d it rt of (hi' recordJ.

Slim~t or Ltc.%s. May I as'k a queist ion. 'Mr. Chairman f

St'natlor I1xt.%s. 'Mr. Mul1ligan, ast I tIllt'r-stailld it, you at' repre-
st'lit i l~gietrt, accord lug to t(his llallltserilt. som1e1 %26 ditterent or-

Mr1. AIIMtJMA.N. There arte 161. ,ir'.
%4kllat0r LITAN. SiXtet'll (litTt'rt'llt orgalli?.atiolls,. all ill tile, cityv of

Chlicago?
Mr. M'!.I.-N. County Cook. State of Illinois.
St'naitor LucA. And ilie tta 21millber that art'e participating inl

tiitso Varitous penlsionl futds for' plblic tmly'' is alt'ttlil~ P)Iltltl?
Mr. Muu.l.10AN. Thle 01114s ilat a l'itlt II1 i edltre: Nt'S, Sill.

Senator IxUcA5,. Allil yll t' speaking, 110W, for that totall group
Mr. M~uI.l.It1.t-. Yes, sir.
Senator lx.U's. Yotu ale sveakiuig for thll beforet'16 tilis'llilliljtt'.

Senate from tilt, Host' of Repres"t'litat iNes. oelt' thlougih it prl~witle's
tihat tilel't fX' to Ixe four steps im-ohtll Iil efort' 0t tolll lfilly tlis-
soiv' tile 1)rt'elit penlsioni planl of titvet N-11111011t% %Vl'01tps, dote$ 11ill ol-itle
sliciielit prlotecttion to tilt p)l'Celit private pl'isioll systeml wichd oil

Senattol'LucAs. Can~ you1 cltllon'itt jut t a i tti' OIl titil t. for tite bt'llt'it
of tilis comm~litteet, as to wN'iy 3yo1 believe tiltt tile, foul' steps5 thaut, are
laxid down inl tile) pr'eent bill are, ilIllufhciellt. to prtotet tile Illllb&lsill
of these various pen~sioni funds?

Mr. AMuumo.wi. Thle folir step that arei laitd downI ill tilt- llret'set bill1
tire far too loosely drawn to act as at safeguards to Iluolenlt'r of Iiblit'
vi'lloyee's reticent systems. il tChat I wottiti part jeuiarly liko to
draw voi'l attention to thle fact tilat it sl1v.; it is to het b~v tN6'tin'is
v'ote-'I can't remlembher tile exact lliwguilt'- withu 1111 tt'ing wilit
shlall he- conusidetredl a vote, whether or no01 it. is those eligible to vote
01' those whlo actually do v'ote or whether it. is th1ose lembel's who aire
still contributing it whose penlsions1 pre niot fixed, tiloseA henefiriairiesi
who il'110 now cekiving peilsiolls and1( Wilt) IX'lillps might, through mis-
qiderstlldiilg, hope to reeve 81l increased by lrhisl o~f socil Securiity.
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We have in the bill as it stands now no definition whatsoever as to
what the lines are that are to be followed. There is no machinery set
up for the holding of an election or the taking of the vote. .hereis no machinery set up, nor any process set out, whereby these matters
should be initiated, or by whom, or who is going to hold the election,
or who is going to pay for it, or how the matter is to be done at all.
It is very loose, the entire process.

Then, too, it might be possible that a fund, lot us say, having a
membership of 1,500 members might have ani election, anl those who
are opposed to inclusion in social security might not, even take the
trouble to vote, feeling that the two-thirds requirement would require
a thousand of their members to vote favorably for social security. Out
of the 1,500 people, the 1,500 members of ihis system, 100 of them
vote, let's say. eixty-seven of them vote to be covered by social secu-
rity. Now, we have this question. That is two-thirds of those who
voted. Are the members of the fund, the rest of them. who have not
voted, to be forced into social security by reason of the fact that 67
people out of 1,500 want itf It does not seem to us that there is suffi-
cient protection there.

Senator Luc,\s. Right. on that point: Even though you had the
sufficient protection that you are discussing at the present moment, you
would still be in o1)osition to the bill ?

Mr. MULLIGAN. That is the feeling of the people in the fund that I
represent.

Senator LuoAs. I understand.
Mr. MULLIGA. Now, as far as the necessity of having to enter into

a compulsory compact. with the Social Security Board, they may have
entered into a voluntary compact as far as certain noncovered public
employees are cWncernea. Whether or not that.compact would extend
to cover this group that. would be taken into social security by the o7
members or not, I cannot at this moment state. But. even In the event
it did not, we are faced with this situation. The 67 men have put this

iroutp of 1,500 into social security. 'lhe legislature of the state of
Illinois, who are the people, of course, who would make the voluntary
compact, might then consider it a mandate, as far as this particular
pension fund is concerned, to put. them into social security.

There used to be a time in the past, when legislatuxes had a little
different attitude toward pensions. The world has become pension
conscious since. Everyone wants to get on the band wagon that is
everybody but the employees of the Social Security Board. They
don't want to have any part. of social security. Thev vant to stay out.
They have their own retirement system. 'lhat is ;vhat we have got.
That is what we want to keep.They have their own pension system down there. As a matter of
fact, I drew the bill. But that. doesn't say that. I am still going to be
able to keep our funds out of social security in the event the members
of the legislature of the great State of. Illinois might feel that we have
here a mandate.We have a rather peculiar situation in Illinois. We have a little
better t an half. the population in thq city of Chicago. But we have
m4 larger number of representatives from down State who dbn't always
go along with what the city like , or thinks, or should have. But
tlose tre situations in Illinois. Sixty-seven people put these fifteen
hundred people under social security., The legislature considers it
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a mandate and takes then in. And there you are. A very, very small
minority of a large group, who are Iceiving benefits far II excess of
those provided by social security, are now in social security. Perhaps
these 67 people have 1 or 2 years on the job. They have nothing vto lose.
But it is the old.tiiner who is going to take it on the chin. What are
we going to do about the moneys thllat we have in our funds now, the
reserve that has been built up, and that, incidentally, is not being used
for paying of current expenses of the city, because the investments are
all diversified throughout the State. and in Governuent bonds What
is going to happen to that ? What is going to happen to our people
who are now receiving pensions froni our funds, if they went into
social security? There is no provision to take care of them.

The amount of money that is paid by social security on a $300 a
month salary, as proposed by this bill, is $84, tmi)o 30 vears' service.
For a shorter period of coverage. or for $250 a month salary, it is $72.
There is $12 difference, over a long period of time. Our pension
funds in Illinois, and I speak with a great deal of pride on this, have
provided for a minimum pension and a great many of them for 11/2
percent of a man's salary for each year of service, providing he has
served 20 years and has attained age 65.

The average working years of a man's life are about 40, except in
the fire and police departments. They have to quit at. 63, so there
is only 38 there. But you take, for'instance, our fire and police
departments. Suppose they had to stop at age 63. What happens
in the 2 years in the meantime, unless we come down to 60 ? Of course,
there is some provision in connection with that.

But we have firemen and policemen whose annuities are fixed at age
57. They can quit at any time and go out and get themselves jobs
as guards at the bank, or something, and continue to live at the same
standard of living that they have had before. But you take the man

hwo has had 40 years of life in which to work, 40 productive years.
Senator LuCA;. There is no uniformity among these particular

private systems that exist there, as far as retirement is concerned. is
there?

Mr. MULLI.tN. Yes, Your Honor, there is quite a bit of uniformity.
There was established in the State of Illinois a pension commission [b,
the governor 4 years ago, and thepension systems follow very closely
one another. 'there are small differences. minute differences, to take
care of certain situations concerning work; but as a general thin
many of the systems have almost identical plans. There is a little
history back of that-

Senitor LUCAS. The only reason I asked what I did wis because of
what you said with respect to the age of retirement.

Mr. MULLIGAN. Firemen and policemen, of course, have an espe-
cially hazardous position. The State felt that these men were pos-
sibly worn out at age 63.

1here is a peculiar thing about that. There are a lot of people
who used to say "When I get to be 50, I am going to take my pension
and take "t eas' Finally, however, they had to pass a law in some
cases, to get them out of their jobs, because they had reached a point
where they wer inefficient. Tho'firemnen's retirement age gnemralv, is
63. We have no forced retirement in Illinois from public employee
jobs. A man might come on at 50 and work for 20 years. He would
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then be entitled to retire at 80 percent of lis average salary for thLe
last 5 years of his service, plus $150 a year, or $12.50 a month. But
his salary for pension purposes is not to b considered as exceeding
$4,800.

Senator LUCAS. I want to say, Mr. MulMlan, that it is unusual to
find a hundred thousand people protected by a private pension sys.
tern being represented before a committee and expressing themselves
as desiring to try to get out from under a Federal law. As a general
rule, most of then are trying to get under the law rather than get, out
from under it.Mr. Mt'LL.(. Perhaps the govermnental provisions under which
they work way not be as generous or, let us say, as farsighted, as those
of our State, Senator.

Re Cu.MAxD.. You would not expect your legislature, to do any-
thing for the betterment of your system and the improvemient of vour
system if this provision in H. I. 6000 remain ed in teie law alnd rept1ated
referendums could be held on whether or not you would disp lace it
by the Federal system"?

Mr. MuLr.u.x. I am afraid 1 do not quite follow you, Senator.
'The CJIAIIIMAN. Well, I observe you are a very prXticail man.
Mr. Muiam.xx. Thank you.
The CILm.mt.Ax. And I thiuk you have had a great deal of experi-

ence. You would not exlect your legislature, woul you, in lllinois
or any other State, to do anything toimprove the pension system for
your teachers or your firemnen or your police officers if this provision
l II. R. 6000 remained in the lIw Would not the legislature say,
"We do not know when you are going to vote to come out. f rom uldert,
and therefore we will let your systeni remain as it is ?"

Mr,. MULhlO.\. I see \v'at you neian. I believe that the legislature
is swayed very greatly by the facts which are presented to it by the
board of trustees or the legislative counsel who may appear before
them in connection with proposed amendments to their acts. There
might be a slight reluctance on tile part of the legislature, in the event
11. R. 6000 were passed in its present form, because, as you say, they
might say, "Well, why should we try to improve it "Why should!
we give you more moley I Why should we increase your benefits?
Ve cannot tell when you boys are going under social security." I see
your point. I agree with you.

The CHAiRMAN. It was a point that anyone under a State or mnunici-
pal pension system might very well be expected to consider.

Senator Kmmia. I want you'to know that I am in pretty thorough
accord with the objective that you have in mind.

Mr. MUI.mGAx. I am happ'vto hear it, Senator.
Senator Krvnn. lut I do feel, for the record and for your own in-

formation, that there is one thing that maybe should hk, cleared up.
Let us say the Municipal Employees' Anniity and Benefit Fund of
Chicago has $10 000 000 that they have collected, and they invest that
in Government ionds.

Mr. MULIaOAN They don't, necessarily.
Senator KRmm. But I say, let us assume. Then let us asssune that

the Social Security Board has $10,000,000 that they have collected,
and they invest that in Government bonds. Would you say that the
Government bonds owned by the Soolal Security Board were of equal
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value to those owned by the Municipal Eipho'ees, Annuity and Belle-
fit Fuiid of Cicag "

Mr. [1uhui.\x. No, sir: I would niot.
Senator Kmlil. Youl would not
Mr. MrI.O.\A. No. sir: and I will go further if you want me to.
Senator KERii. 1 would be glad if you would explain to me what

wold depreciate tile bonds.
Mr. MU Lauo.N. It is not the delreciatiou. Senator.
Senailtor KnuI-. By i'tasoln of the difference ini ownership.
Mr. M-LLUo.\x. 'CIie sole question is the spread of the taxation, which

is going to redeem those bonis. Ilere we have ia small group. heir
bonlds, to my way of thinking, are being redeemed by all the people
of the Uiited States who pay taxes. On the other hanid, the bonds of
the social security people are being redeemed by tile owners themselves,
the people who have to get social security out of it.

Senator Knim. Well, they are all prima face evidence of.Govern-
iient indebte'lness.

Mr. MluLamAm. Yes, sir. That is just. my reaction.
Senator Kra. They are all issued by a comlmon issuing source.
Mr. Mt'n.Lw.IN, And all pa.lble from tile same source.
Senator Kna. And they aire all payable from the same source, yes.
M'. Mr'J.A. Yes, sir'; I a'ee with Vol.
Senator K.a. And they couf1 even 1b-;'f the same series of issuance.
Mr. Mton . Rig ht v'on alve.
Senator nta. Andl v(;u still feel that the'e would be a difference

in the value of the ones owned on tile onre hand by tile Municipal
Em ll"e Annuity and Benelit Fiund of Chicago and those owned
on the )ther hand by the Social Security Board

Mr. M11-.OAN. Well, Senator, you know, feelings in the matter
are sometimes different.

Senator Krim. I franklv had hoped that I could get from you an
expiressioii of opinion based on faet. I was not primarily in feelings.

Mr. Mviaa;.%.x. 'Fite only difference is that those bonds are held by
tie Municipal Emnpovees" Anuity and Benefit. Fund of Chicago,and (overnunent bods are paid by all the people in the United States
whop, taxes, incne taxes.. On tile other hand, it is like a man trans-
ferring something from owie pocket to another, as far as the boys in
social security, those who are members of social security, are con-
cerned, because they are redeeming something in order that they may
get back that which they have already paid in; whereas in the munnicl-
pal employees' system they are getting a little bit from everybody. Do
von follow me? Ultimately there is no difference. If one is g;ing to
fail, the other is going to fail.

Senator Kam. You say there is no difference in the value?
Mr. M.LmLOA , rhere is to my way of thinking, but as a practical

matter, there is not. Maybe I am ipejudiced.
Senator Kr.ern. No; I do not think you are prejudiced. I think you

are very clear in your thinking. But there evidently is something \hat
I neitlier know ior am able to learn, if there is "a difference m the
value of a Government. bond by reason of the fact that it may be owned
on the hand by a Statt or imiidcipal agency and. on the other hand by
the Social Security Board of the Government.

Mr. MULLIGAN. Well, Senator, if you do not know it, you surely
cannot. expect me to know it.

60805-5o--pt. 2--49
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Senator K~nn. I thought that if your ability to explain is of the
same quality as your feeling, it was entirely possible that I might get
a ray of light from it.

Mr. MULLIGAN. Well, you know, they say the Irish have very deep
feelings; but we cannot always explain things.

Senator MILLIKIN. I have concluded that you are a true Mulligan.
[Laughter.]

Senator KInn. Well, I am not going to accuse you of being a Milli-
kin. [Laughter.]

Mr. MULLIGAN. I do not know but what that would be quite a
compliment.

Senator MILLXKIN. But if you were you would have to have three
eyes with which to watch the Senator eioni Oklahoma.

Mr. MUJITOAN. You mean they are necessary? [Laughter.]
The CHAIRMAN. Thank you very much, Mr. Mulligan. Your pre-

pared statement will be printed in the record at this point.
(The prepared statement follows:)

STATEMENT ON BEHALF OF THE PARTICIPANTS OF PUBiLIC ILOY* PENSION FUNI8
OPERATING IN CHIOACO, COOK COUNTY, AND 'S4TAT, OF I NlOEINoIS C NINO TIIM
PROPOSED AMENDMENT TO TIlE SOCIAL SEcurry ACT AFFEOTINO P'UBLIO
EMPLOYEES

My name is George F. Mulligan, Jr., of Chicago, Ill.; a member of a retirement
system of the city of Chicago. I appear before you as the spokesman for the
participants of various pension funds for public employees, having a combined
membership of more than 91,000 participants, operating in Cilcngo, Cook County,
and the State of Illinois. The pension funds tnt I represent and their hmember-
ship are as follows:
Municipal employees' annuity and benefit fund of Chicago ------------ 17, 000
Policemen's annuity and benefit fund of Chicago -------------------- 12,000
Cook County employees' annuity and benefit fund --------------------- 12,000
Firemen's annuity and benefit fund of Chicago ----------------------- , (MW
Park employees' annuity and benefit fund ------------ ---------------- 5, 000
Teachers' pension and retirement fund of Chicago -------------------- 17, 000
Laborers' annuity and benefit fund of Chicago ------------------------- 3,000
Chicago sanitary district employees' annuity and benefit fund ----------- 2, 000
Cook County forest preserve district annuity and benefit fund --------- 400
House of Correction pension fund ------------------------------------ 125
Chicago Public Library pension fund --------------------------------- 500
Park policemen's annuity and benefit fund ---------------------------- 1,200
Court and law department annuity and benefit fund -------------------- 1,000
Board of election commission employees, annuity and benefit fund -------- 150
Illinois Police Association ------------------------------------------- 10.000
Policemen's Benevolent and Protective Association ------------------ 4,000

Total ------------------------------------------------- _--0 91,375
All of these funds operate in accordance with recognized principles governing

pension provisions for public employees. Their plans reflect the best and most
modern policies In pension planning. Practically all funds embody a complete
schedule of benefits, consisting of retirement annuities, widows' annuities, occu-
pational and nonoccupatlonal disability benefits, and death benefits.

The funds operate on a Jointly contributory basis, with the employees con-
tribatling up to 6 percent of their salaries toward the cost of these provisions.
Their combined assets at this time exceed $160,000,000. The funds are all sound
and adequate, and are fulfilling most effectively the objectives for which they
were established.

The participants of these funds are entirely satisfie&with their present provi-
sions and have no desire to be placed under any other form of plan, social security,
or otherwise. The funds have established an enviable record during the period
of their existence. The oldest of these funds has beeft in operation more than
75 years. All funds are developing satisfactorily and are constantly broadening
their scope of activity.

//
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The funds constitute an essential adjunct of a sound and realistic personnel
policy in puhlic administration in Illinois and have become established as an
Integral part of local government in our State.

The pending legislation, aiming at an extension of the old-age and survivors'
insurance provisions to public employes, is being viewed with much alarm and
apprehension by the employees covered by established retirement systems. Tile
employees are not opposed to making social-security provisions available to those
employees having no retirement coverage it this time, but are definitely opposed
to any legislation providing for the extensloai of tie Federal social-security pro-
grant to employees having their own local pension funds. They view with con-
siderable anxiety the proposal to "opei the door" to their Inclusion under the
Federal social-security program. They are extremely fearful ihout the future
security of their pension funds even though hlie legislation lerovided for lit Ii. It.
0000 calls for optional participation oi(n their part.
'I'll(i employees are not uninindfnl of Ihie possible conscqueilces of legislation

wich wouil create a temltation to local taxpaying agencies und other tax-
payers' pressure' groups to attempt to shift the present pension obligations froin
the local goverinmential nnlt to the Federal 0overneint. Pressures of every
conceivable kind would be used to bring ibout the terminalion of ithe present
plans and their reiplacenment by social-s eurity heneits. Tie eiiployees4 tre ex-
tremiuey apprehensive about the continued operation of tie local funds under ('oil-
ditions where sochil-security coverage, wishi the much lower anl more restrited
schedule of benetlits, would be possible. They view the situation with the sane
misgivings as Federal employees who have built up large pension credits under
the Federal civil-service retirement fund.

Miiny nuiployces iave large equities which have accumulated over a long
period of faithful ni conscientious service for the local governments. They
lhove coniinuel in the service of local governments largely Icause of the promises
held ot by these funds for their future security. They now fear that their
accrued rights, equities. mid penslon expectancies wouhl he placed iln serious
jeopiardy by tie adoption of flie pending legislation. There would le ine Ias-
surance that they would receive iii future years the full anounts of pensions
promised them under the present pension plans. They feel that tie lower rates
of contribution under the Federal social-security program would prove a great
attraction to short-sighted iblic olicials and selfishly motivated taxpaying
organizttlotins who woul seize upon this legislation Is an opportunity to re-
lieve the local taxpayers of their rightful obligation. The employees, there-
fore, wish hereby to record their vigorous objection and opposition to the present
proposal now under consideration by your conumitlee.

There are monny other compelling reasons of a specific character why tills
proposal is Inimical to the Interests of the covered public employees and would
result lit an Impairment of their present pension equities, and these may briefly
be summarized as follows:
1. Because a soclal-security coverage would impose an additional obligation

oil tile local govermnents, it cannot be expected that the State and the local
governments would approve the maintenance of both tie local pension funds
and social security. Naturally, preference for social security woull be ex-
pressed because of the much lower contribution rates, even though these lower
rates maiy be only temporary and subject to substantial increases in future years.

2. An adjustment of the local pension funds by a reduction in the rates of
benefit and contributions to the extent of the benefits and contributions pro.
vided by social security Is a development which also Is highly questionable
because this would mean the operation of two parallel plans with dual benefits
and contributions. Such a plan of integration Is hardly to be expected in public
employment because its basic characteristics are entirely different from those
relating to private industry. The same incentives that have prompted the es-
tablishment of supplementary plans by some Industrial concerns do not exist
In public administration. Such factors as the profit motive, the use of pension
contributions as a tax deduction and the pressures from organized labor, are
peculiar only to Industry and are not found iln the operation of government.

3. As has beon pointed out, there is no assurance that Integration between
the local pension plan and social security would be approved. Public employees
are not as favorably situated as employees of industry and cannot assert their
rights to welfare provisions. They cannot, therefore, be assured of a supple-
mentary plan as Is contemplated by the sponsors of tilts legislation. Nor has
it ever been demonstrated to the public employees that such Integration could.
be effectively established for the public pension funds, without an Increase. In



918 SO)CIAL, 8EITITiY REV~~ISION

4(1)41) to tilt) IovaIi go)vernmen4'lts4 ori it loss lit equl~ities) or henvlt i to tlie emlolyet)4.
To (IIIr. 1ll) 1i'fltiv 111111 orf Iinte'grationi for iiiiy of thli 1011) penlonol fmiI4
WIN) been'i 14'41144lloe orI prtil'tie bV til n'441jeiljl otge'Il'(I tilli hulA' tlI)IS14101)tly

4. Tfito rt'foendumi prov'inm iow t'tiit' Ill01 1It1. It. (14)01114 of litil( il' u ~lit'li
tile publie employt's andui 1s object ionilile luivion's of lIts mny ioiwi'eiivit wenik-
nCemmes. It doom not iItOIA to IIti)iltlllyettle p i'Iro~tetion thait 1iI444 b'eil i limdci
by til' 1411011Hi)4)4 of tills4 IlrOVlSI4i.

'Filt proviion wherilby it niajoily of t(hoe vollug 4o1 tilet IHIme would t'4)111111t

tt'rioiitloul of lit' loca'Il 1111111.4, to Vote0 it group Into0 mocil sm'tirlity. in), too),
thet emloyei13r tcouild bing his) hill 1i't' ii to ii hem, 11)4 fills 44 s ne idl force ahillroilil

143 a' small11 Iliiy1 of tl iil144y4'e1. It Is)4 como t'41i1)liiit. Ill i1)I'lgli i iai 144)4 of

to reilullrt' lit lt'at tlt 8-li'ii'voill ilii'4io'ull of It'e 1ti'4410H living at mloootua13

affect t ile vet'itdll iterim44) of Me li't'ip44y4't' uits fir poss441ible iiali'til'ul by3 it
iinority having only3 limitedI tcrt'dim.

(S. finally, tile local govternmetail 1111)4s hani g 441)114'it11'liii ertation) of
tile loca1 pens)44i funl ii formiier 3 t)1r4 mill) living ou14141114 liailiiesli4 uuutt'r
themte fiunito Iiiiglit Viet~is 1 le'gilaion its 144tiiilt 411111113'y to sh11ift lten obligatgiion41

gatttin rteprsen'1ts ii141iiit subtanii aintouni which 1uutu i' ~4)tlg111111m.Ov)4stn 1)4I~ I it b

hFor tliemt and)4 mother i'4'144014), It' il II'I t'lapi)oyco44 iniow 4'4)l''r4 11V' j4)t'Il lI))4lon~
iiiit rot'tiieiitIt fundsl 414 not favor tilt' priomen'It prii'41')441) tif If. It. MO. ITey
hiave wo)rked4 hartd alnd for 1141ili3 34ar4 to deve'lop thir ln'rem 4') lion l 1t1411 11111s

s~eculrity Iitw.

wet wan lt t'lm'irly 4114i')i 4)4)41.

144411114 4'flh1)143t't retlretuelit 143')tv'li t) cove'tr groutiof 111111 jiill )ipiloy.'l' W~ho huavei
IhvIr own pilis4'ili or4 rttireent sy3stem14, by3 Whauiiteveri laluit kno,i'n

We fotl titt tilit utet40)4441 ot social) 441'ttirhi' to cotver these4 grlm4~) 1) olklilig

Blothi )yntellilt Ciinnitt e'xist lit theit 4li44 tiit' antiIn tilt% silllt lociilt%, balime1t)t
thle Coslt (of bth wotot 1)0 444) high thiat civic bodies0), rei'tti' gro)iii, iltl tltxpaiytrm
thlaielvei wouldl force thet evenittual 4)biiltdtbiiteit tif tile Ititat Ili)41i sys'4tem4.

'iinleto antd nlmolitt e xcluion)4. WeV, tiltretore, as)k that 11. It. 00) lit amindned

hlave coniplilte atl libsolltt exelimlon. We rtoupetitlly urgt thiat 1111H4 cotun'

Tile Is Rot lip Iii this writtenl statemniit, it stggclite{1 amendmeniii'tt.
WVo tilpt'e'lto greatly thle conideatlioitni thait V44( hiave given usm.
We remiit'tftilly request thait 11. tIt OW be amneditt as follows:
1. Ini sectioni 218 uider defliition mtri~ko out (C) tof palragraphi (5) (p. 80,))tile

11) through llie 22).
2. lii section 218 stt'lkt out (d) (1) (line 10,.1). 82, through lino 17, p. 83) iind

mibttute:I
"(7) Suchl agreement shall exclude iill public emupiloytees lit positions co4ver'41

by a retirement systent, as previously ditnedi In suibisection (b) (4) of thill
metIon."

TluoChIAIRMAN. Miss Clara Friodman, of tile Association of Retired
Teachers of thle City of Now York, is the next witnem.

Miss Friedinan I
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STATEMENT OF MISS CLARA FRIEDMAN, ASSOCIATION OF RETIRED
TEACHERS OF THE CITY OF NEW YORK, INC.

Miss Fm:Im.AN. I lin (a rt riedaIIii, and I am alplarinig on Ie-
hllf of I he New York City Associat ion of Ret i d 'i'eavlachrs.
'1'11 (',l 0AIRMAN. We will he veI'y glad to Ilwir ytmlI, Miss Friedtnai.
Miss FIED )M AN. 'TIere hits Iet'il (I quest ion 114lo1l, whether or not we

were i wluded ill t his 11. It. 6000. And in order to protect oilr int erests
lnd to anlitilito the finc t44 w might be includd, my association
lils Sll( ]ill her'e.

We realize that 11I. R?. loolll, tlhebill, is It-riissive its fill its it concerns

b111)'i iv em1l4oyees unde' exist ing lensio systells. WI' e(nside this,
I)WVeI(l', 4 lIt.'1'(lls to olr interests.

'I'hw bill is not, Sl)citc il this Ilirtieular. It doe1s not say wyltl ier
a wo-t li rds alfiriliat ivo votoof the eiltiro grolp clte,rlled is to ob h'ad,
(1r of (1i' those voting.

'h1111t. i.s it state ntL that I have heard here front everv(w who has
testified.

There are over 9 A00 pensioners in our New York ("it l teaVchers pell-
s1o11 system, plus al)out. 40,000 persons in ouri' systelll st Il Iltively e-
l) loved. T h e rte i red (te )ehers itre now sc at ered over t]I Tltit ed A litevs.

y'mda, Iand other par'ts of the worl. It. Would be lkhnlost imlposs0ileh

Io gilt her it valid expression of opinion o' writtn'I Viott0 from litill or t'vol
I lar (I portion of this group. In tidditioin this phase of the bill is

,te1'hNlli'al. It wol|it be rat ite,' ti(e,,l, for the oidilry lay-imin 1;o make ait vision and to bring out. this point early.

Whell we Were alered to these hearing'", We sent, Olit, It p)ostlll eilid 1A)
till pensioners asking them to contact. their Senators, the two f rom New
York, Senator Ives aInid Senahttor 1A4lI11111, asking them to vote for this
11ii101llllennt, tillit wIts proposed here 1 today. You would be surprised
that from it gIroily of iighly intelligent people, us far its edualtiou
goes, we lid inquiries t1de'from Now Alhxico, Californill, and other
States: ")o v1 li'elln that, we uIre going to protect, tile pensions of tle
Senators ?" 'TlIe didil't evel) grasp tlie fact t Iat it wis for thetiiselves.
I hid, knowing 10N o1ld sonie of our pensioners itre, inserted the names
of tlI two Ne4w Y'k Senators, so that it woult help them know to
whloml to write . ThItl. wits tlhe result.

Senator Kerr. So lit, it Would help t)he two Selatos?
Mis" 1"RIEMAN. They wanted )to know whether it was going to help

the two Selators.
Senator (Vlit. YoU' consideration for the Senators is appreciated,

Thlt is very tice of 'ou1.
Miss FIVr)N:.IN. I 'oo no. think you need that p r otections.
lit most States, the Iublie emllovees of tile villages and small towns,

wit h smaller saitries lnd eoilsq lyIt s1ll14er pensions, could outvote
ilie p blic emplo'ees of tile crgo cities who itr' receiving or will
Il'eelv tensionss s54IneWillt consistent with tit, higher cost of living ill
those it ies till( so have their benefits increased by i State-wide re er-
(.I14l1I11l of civil eali9hyee's.

Thiat. Would even l) true of the various pension systems in New York
State, because those in tilt 8111111 villages receive niuch smaller salaries
tlha we in New York City. And, of coarse, their pensions are corre-
spondingly smaller. Therefore social security for theim might be a
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good thing. 'But we feel, in our system, that we do not want to be
included.

I do not see in the bill any statement that retired civil employees will
receive the pension now provided by existing pension systems plus
social-security additions.

Teacher retirement benefits are much higher than social-security
benefits. If H. R. 6000 provides that social-security benefits be added
to existing State or municipal retirement systems, there would be a
double burden of contribution upon the public employee and the local
taxl)ayer, both of whom would have to support the two systems. This
double taxation would not be fair to either group. Many States and
subdivisions thereof could not most likely afford to pay for their
present retirement systems and social-secrmrty coverage.

In an industrial plant it is possible to get a valid vote of those em-
lloyed. This is not so in the case where those already receiving J)en-
sions are scattered, along in years, not well informed, or unable to
judge. I am talking about those that are quite advanced in years.

The National Educational Agsociation's Council on Teacher Retire-
ment has made a careful study of H. R. 6000 and is in favor of the
amendment, as is the Pensioners Protective Association of America,
Inc.

Now, a contract may be terminated by the State or Federal Govern-
ment after due notice, and the public employees covered by it would
then have lost their retirement equities and be out in the cold.
. We in New York City have a contract with the city, and the only
way in which it can be changed is by a referendum to the vote at
large; not only those in the system. So that that two-thirds vote would
be at a general election on the referendum, and would not be sent
only to those w 1o are already in the system.
. As to our New York City pension plan, the reason we want to
keep it is this:

After 6 months' service the system carries both insurance and death
benefits. The city pays 5 percent for each year of service and a return
of contributions compounded at 4 percent interest. This is inot to be
had under social security.

Disability pensions can be had after 10 years of service at one-
fifth of the salary, plus an annuity -which the contributions can buy.

A teacher may retire after 35 years of service on demand; and I am
one of these. I didn't wait untilI was 65, as social security provides,
but I retired romptly at th end of my thirty-fifth year of service.
And I would hate to think that I would be in i1e system today under
conditions that prevail.

A pensioner may select one of four options on retirement. He may
take the entire'monthly pension that he is entitled to, which, for the
present teachers, is one-half. He may take a lesser amount, and, if
he should be deceased within 2 months or more after retirement, the

* amount left in the reserve for him Would go to a beneficiary. He may
also eblect an option whereby he wokild take a smaller pension and
the beneficiary would be provided for for life.
* Now, those are not benefits that w6 would get under social security,
and for that reason we ask .that you put in this amendment to
section 218 (d) (1) that was read here before, such agreement
to exclude all public eniployees)ilhpositions covered by retirement

syse,* /,
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The CHAIRMAN. Thankyou very much.
Are there any questions I
Senator MILLIKIN. Mr. Chairman?
Tie CHAIRMAN. Yes, Senator.
Senator MILLIKIN.'Miss Friedman, when tie folks under these

retirement.systenis retire, they set u1) a definite way of life in antici-
pation of the continuance of tile benefits of the system under which
tley ?ave been, (1o they not?

Miss FnEDMAN. Well, they do that'vhilb they are in the system;
not after they retire.

Senator fILLIKIN. jt is after you retire that you enjoy the benefits,
is it not?

Miss FRIEDMIAN.-'1True. But you p'oVidd for lose benefit .)vhile you
are in the systemni' d to " -

Senator MA1iKiN. I thinlI did hot pbke my~jf clear. What I
am trying to develop, if ;iam crrect is that it wIuI be a very unfair
tiing after wa)olicy had maturd Wa r these retilredteachers are en-
joying the W~uits of theircontributions afid long seiiice, and gter
they hlave sot up for themselves iWay of life 4epdent upon continu-
ing to receiVe those benefits, i 4te forin in ilhich they would baore-
ceived, in tl way defined at thd t e they w46,1contributing-it wqlild
be a very unfair thing to change 'their kays -f life and to fill them
with the apo'ehensiot s that k ih t flow 'roi 1 bringing them into, an-
other systemrentirely. ' Is thatR0iot.core? \ ,€ .

Miss FRIFD"IAN. That is rig1it. 'And there *as alnother thing in
the lbill whichhad ui~wo~i~ed, It reads thqt afteryot,*ent intofocial
security the State or subdtision thereof that was not satisStd and
wished to NiithdN'w could (1o so ater 1 year, but the funds iyould not
be returnable for 6 bears. ,

Now, where wou 14.the pensioners be?
Senator MILLK1INA.V,was just thinking of tie hi miaility questions

involved and the fairne s* questions involved ad-the avoidance of
the disturbance of people w'flfut"y,ar g6ing to get something
under a definite plan and find out that they may not get as much, or,
even if they get as much, that it would be under a different plan, which
they might not fully comprehend.
.Miss FRIDMAN. Don't you see, our city cannot spend the moneys
that we have iii our pension funid. Tie moneys are not used for cur-
rent expenses of city government. The funds are administered en-
tirely by our retirement board which is quite distinct from our city
government. The board is made up of the city comptroller, a member
of the board of education, and three teachers.

Senator MLLiKiN. Those moneys are not spent for general revenue
purposes, are they ?

Miss FPHIMA. Oh, no. And the only ones that can spend or in-
vest them are the members of the retirement board.

Senator 3MILIKIN. Miss Friedman, I just want to ask the chairman
to indudge me for a moment of nostalgia. Away back in 1819 there
were some great men on the scene around here. There was a fellow
by the namd of John Marshall on the Supreme Court of the United
States. There was a fellow by the name of Daniel Webster who was
in the Senate. And there arose a famous case called the Trustees of
Dartmouth College versus Woodward. Senator Kerr studied that
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case when he was in law school. The chairman of this committee,
rolbitbly its great. a lawyer 1ts ever sii ill tite t'kelate its well; it wits

it basic imrt, of his eiteation, and of tht of S"enator Martin. Anil I
also wits vainaited, though I ti ttnt Sure it took; I stdilied it, tot).
I will just. read from tlt syllibits of tint vase, which says:

The eltitrhr gitllited ly tilt' ilhillsh iCrow 4uIt t ilt- 'Truisttes of DarttouIth
College, New Ituashlre, it tlilt yeNir 1719 11 i o rt taiL withil tlt, i tlh g. of
tli' 'hloi i fl the lI 'u it hutbit of tili, VIited Stites. Artil' , Set iou 10, which
dti|ln'eiI tiht nto Stalt shanll k111I' any lw |ImIatrhng tilt, ohlgtition of cont1rals.
'Th1e clurltr wits mot dissolved by til, Itevoltitiot. An ati of tlil Stti A1 gimliture
of New litilpsltiri aItierllg tlt, itrier without til voimset of ilti, oioratlo 1
Ill it 1111ttr1itt 1'espect 111 um t n Im airing tlt- oporallot i f tit- chatrter an11d 1|
tittotst it 11t 1 na li id Vo ld. U n der Its c latter, I|ltri 1t 1ul h t'lhgi e w its it lirl atti
and not it putille corporatilo1. 'hiit a corpotratoun Is es thtlllthud for het' i r l t s
of genirl clutrity or four iiteatlit gentuoully dos t1t pert xc intitki, ii a ut1blic
Corporation Illul1e to tile conultr of the ,'gishiture.

And theris mutth in this opiuion h, hit Soilt me refe1"elltt to the
states of a sheltool tellhetr oit rien11n inl this partitulr kind of a
fund. 'lhe, reason I sad I wits indulging in nostalgia: Mfanly changes
have occitrred ill out' constitutional conceptions since this gi-eat hld-
miark decision wits reached by tie Sit 1weno Coult of the U1itetI States,
litd since the bones of Webster and 1tose great. nlen started ouhlding
il tilegrave. ]ilt it does uot toi any harm for its to tttru hack, otce
in it while, and think about. the sankdit.y of contracts. And it is my
Suggestion that every tether in one of these State systems lits it con-
tract which should not he impaired.

Miss FItt1.MAN. ThanuN 1 you; I Ilgrtee.
Senatitotl MAUTI. Mr. ChaiIrnIi, eight, I ask a question I
The .ACI A AN. Yes; Se'iito' Mart1.
Seiatorl MAmRN. What peventage of your salaries (to you con-

tribute to this flud?
Miss Fim.maN. 'hat all dewilds. I happen to have started ill

tle svstt'nl that. went. defunct WI ten we were paying I percent, of ot1r
salaries. Anti in 1917 it new penoio svstelu was installed. Those
tenlhers who were in the svsteml at that. tinle had tin option of either
laying at percentage worked out by the tuctunry which I would bring

them a e-arl pension of 50It percent of their salaries or paying 3
)OrI'ent tin order not to Iake it 1htard for those who were in the service
or11 a very long period. Ils brought a proportiontito peusion. Now,

I pt''slnAlly chose the 3 perCent. although I was quite a young teateher
at the tiuie. And I retired on .12 percent of my salary, whit'h at that
time was close to $4,000.

Sciutorl MlrrMN. Hlow long lits your fund been in existence
Miss FmUEMAN. This new onet Since 1917. That is 33 years.
Senator MAItTII. Is yolr futmid actutaritilly sound
Miss IEDi MAN. Yes. We have over $406,000,000 in that fund, and

the city must contribute over a million each year for the teachers who
are now in the service.

Senator MAirrIN. Iow are the trustees of this fund selected?
Miss FIuFuI)MAN. Well, now, that. brings up a very interesting ques-

tion, because it isn't. a matter of a two-thirds vote. Acco'rding to our
constitution, oil the second Thu'stday in May the teachers must meet
in their individual schools to select by ballot a delegate to the school
district. Ther are 40 districts. Nbw, when the delegates get. to the
district mectiqg-and most of them are instructed on how they are
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to vote--they select a district delegate ad alterintte. 'lwh district
delegates tlle appear at tile board of education and there eleet the

11wlbrof thle ret irenwaelt board. lileh year onle member is elected
t o 3 veatrs. heree are t tree tellelitr ilembilers, the city comip-
trolhr, ad, one niember of tihe board of education.

se'etitor MhIrrlN. 'l'lhe city or selHo)l district does not select niy of
themii' It. is all done bv the teachers?

Miss IemsnMtN. It is all don't by the teachers. A school district
in New York City is made up of all the schools in the physical lay-oat.

Seimtor MNAriN. '11ank yo very mich.11'Tle Cn,, nwMAN. We thank yea fori your nl~pear'anee, Miss, lriednmn f'

Miss FIm SiMAN. ''ank you.
'1h1e C1AIiMAN. Mr. I1caugliliti You may be seed a1nd identify lb

Y'o"isel f, please, for the "ecor'

STATEMENT OF ALBERT 3. E. MoLAUGHLIN, EXECUTIVE VICE
PRESIDENT, PENSIONERS PROTECTIVE ASSOCIATION OF AMER.
ICA, INC.

M'. MIClAUeuLitaN. I am Albert. J. E. Mcllaughlin, an emploeo of
th Hoard of Educat ion of the City of New York, executiveI vice

president and treasurer of tle )ensioners Protective Association of
America, Imc., indit a menobr of the High School Teachers Associa-
tion's IA'gislativo Comnnittee of the City of Now York.

1 have asked for the opportunity to appear before you in behalf of
our association at your hearings on revision of title 1I of the Social
Security Act, relating to ol-age and survivors insurance, as pro-
sented in the bill, H. R. 6000.

Our association has affiliated with it 812 national-Federal, State,
county, city, and municipal employee-workers-civil-service associa-
tions, organizations, and retired Government groups, existing in 31States of tile Nation.

Our association came into being in 1940 and was incorporated under
the laws of the State of New York in 1944. From its inception, it
has had but two objects: (a) to prevent pensions and retirements an-
mities from being impaired or reduced during the lifetime of the
recipient; (b) the preservation and improvement of retirement sys-
tems and benefits for public employees.

We have grown and expanded ever since Congress passed the public
salary tax in 1939 under which pensions and retirement annuities
payable to retired Government. employees were taxed for the first time
by'the United States Government.It is the sense of this association that it takes no position on any

pending legislation in the Congress of the United States, except insofar
as the same may tend to diminish, defeat, or impair the interests, pres-
ent or future, of any public employee in arty existing pension system,
or benefits therefroin.

We wholeheartedly agree and concur in the remarks presented to
you by the representatives of the other Government employee groups
and associations.

As a participating member and contributor myself in the teachers
retirement system of the city of New York since 1927, and interested
in legislative work pertaiining to pension and retirement systems, I
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Coine in contact. with hundreds of duly elected representatives of pub-
lie retirement systeils, line organizations of Government employees,
111( trustees of public pension Systemis. 11nd frot this genelnll colit act,
I can speak its to their expressioits of tlie wishes of their membership
constituents in this fiel.

Inereuingly in recent. years the public employee has beeu thore and
ilioret of it a'er all iin'all levels above thie pr diem employee. 0neof the ittt rad ions held out to him by the public employer has been tle
iMblic ellployee retirement system. ()riginally these were oil it local
'asis, but States ha\'e raplidly been setting the plans up on it State-

wide basis; 18 now ones sine 1939, 10 of these since 1944. ''hero are
ntow 30 State-wihe syseIs and one it th Territory of H1awaii. Only
two of these, Iowa tid North Dakota, are modeled oil the plan of the
Social Security Act. of 1910; till the others offer harger benefits to the
elliployce it. a1go of retirement which, in litany of thliemi, may 1)e earlier
than iigeV 05, ill filet 65 ill some States.
Toae ihrs, as it class, will find that every State in the Union has a

State-wide retirement system, while there are many local systems for
the local employees, workers in hundreds of cities, counties, and other
political subdi'isions. In most case, those have plans which the

menbers prefer to that. set ill) I the Social SectiritV Act.
We are closed to the exteisioil of soeial-seurity coverage to public

employees; policenien, firemen, teachers, highway work]erl, Post-ollihe
lerks, letter carriers, Army workers, and iasv yard workers,

librarians, court personnel, ai1I so forth, Who are members of or eligible
for membership nt tiny Federal, Statte, county, or mnUtinicipal ret ireient
ysteln, because we earnestly believe such Coverago would injujtre, Itot

'benefit, the pblie employee.
Tite local taxpayer will not stand for supporting both systenis, nor is

it. econoieal or fair or just to expect lili to do so. Likewise, the super-
imposing of soeial-secutrity coverage upon the retirement. plans would
il)so it dhoule burden of contribution uplli the public employees,
who are at. the present time underpaid in na-iny States. The forciur of
public employees inder social-security coverage, inevital wtl ouh li ad
to the destructionn of their own local pension retirement systems, re-
gardless of the Federal-State agreement. as to covervt e.

Specific object ions to social security: I shall now tike up the specific
reasons why public employees are not, favorable to'coverage by tie
Federal Soil Security At. lit presenting these reasons I shall be
(healing primarily with the present social-security law which is a
reality, not a proposal.

(1) 'resent. public retirement systems in the States and subdivisions
thereof are adequate to prdvido for their employees.

(2) The benotits llider tile typical retirement plan for death, disa-
bility, old-age, and survivorship are better adapted to the itneeds of the
public employees than the benefits under the Social Sceurityi Act which
was set. up1) for industrial workers.

(8) Public employees' know that their legislative representatives
call more readily adjust thte provisiois of their present retirement
plans to changing economical, social, and financial needs through local
and State action than they cal the Federal plan which is less accessible
for adjustment legislation.

(4) Public employees have grave doubts that ntany Statos and sub-
'divisions thereof can afford to have both, present retirement svs-

' / /
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tets and social security Coverage. witlotit a t'ectig their salaries or
impa hiring plblic services.
Now its I 11. It. (00. till tlilt ]Ills been said applies; besides-
(at) The lroposals 1itder this bill its to conitiiiion costs coil-

leiliilo till iiwreasing cost. to tit'i individual its tl yearlsz 'o by, thus
ilposing ii real Irdship oil public eiloyet's who 11ow elong to a
retirellenl system. as two deductions inust he made from his salary.

(b) The p proposed higher benefits under this bill would not exceed
those paid by public ret ireent sy.tets-Fedral or State.

(!o) Ve Ire1onulitelld that public employees covered by a State or sub-
division thereof retirenleilt svsteln slotild be excluded( from the bill
11. It. (11t) is suggested in 1I I. 28)3 and ill 11. It. ..1 7 it rodIeed by
(oligressinan Keai. All types of public employees should be excluded
under this bill I1. It. (Mil), lot OtlVly Federal'workers who are now
covered bv i lei r eilellt plll;

(ent letitca, public employees do Ilot wish to interpose any object ions
to tile exteIsion of soc-ial-security coverage or benefits to those not
so well covered aild protected ts i they tire uiiide' public retirelileilt
.yslills. bnt1 tie, most respect fIlly pray -11ad ask that they be excluded
froni coverage and be permit ted to renlain ilindis urbed in their ile'sent
Contl ilt tiual rights and expect nations tlht they now enjoy liind tihat, they
lma' continue to look forward to i age of retirement under a proteeteilpl'ieii retirement, system.
Should this oldco ittee tcosider recommending till tuuioiidtnleit of

tle Sovial Securit v Act with respect. to ('overage for public employees,
we respect fully urge that. in justice and fairitess to those plublic Pill-
dovees \\'lIwo niw enjoy theleroteet ion of their lotal retirement systelis
1 I. 1,000 be tillelded as ollows:
Proposed alieildiilit to sect ioll 106 of 1. It. (1000: St rike out section

218 (d) (1) (beginning with lille 10, page 82, to ilid iticludiig lino
17, p)ago 8111) and substitute therefor tile following pa ragrllph :

(7) Suvh ngreeinent slill exclule all pihlile pmloyes in positionA covered
by n retllretimett t'yiletii, ias previously dellned il StbsectiOll (b) (4) of thisBeet boi.

' gli JZlitleliell, w\e believe to be a most fair a11111lelSOtlitble request
o belialf of moem hmn i million public emkilovees now enjoying tile
benefits of their lotl retirement. systems. Ihe, vish to Iitelose 11
objection or hindrnce to the ext sion of soetal-seeutrity benefits to
those Ilot so well protected is they arel but. they most. respectfully ask
that they ite lirmilted to iemnaili iudistrbed'in their lireselt, rights
and ex pthtions, thait. they llaly coiiiletly Continue to look forwatird
to till 1( age covered tnd otl)reeed to the degree tlat. they have based
their owni plans for tile future upo1n.

This expeetttiol tlkes lotlhill' from al1y group, deprives 11o o1e
else of socil-seelnrity benefits. We ask, gelitilenl. tllat 'o1ll therefore
exclude til of 11" flow plroteeted is the Iloilse of Itepljllitlit ive ill
H. It. 2893, to exclude the firemen, police, and Federal civil-service
employees. We feel it will be fair and just to place the other lu'oteted
lpiillic etll~hl(yees in the satile etegory with them.
We also e ldorse the amn ent. which Senitor Lelimtll from

New York introduced ill tIle Seatte oil JaIIil'y :10, o11 tilt' exclusioti
of till public employees' penlsioi systems from social security.

Tile CulI IMAN. Are tiel-0 ally (ilestiolls?
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'40i11toi'- MARTIrN, hir. Clinrii I N, t I Iitk
D o yol have 1111N ill formti ou its to t(ho iiitiiihl tfhat 'iii' ill mtove t1111

01t' Stystt't ill theit 1 t1itted stuttest
hir IIl A11tultI~tN. (OI heuiiiit'ti emuployees ill uiokre ti boo ' -le~ im 1
seu~loo Miii Yes
Nil'. NlIaA1tilii.IN. Very l'Oit'I' V111 It moihei etliv ol dw

iuioiv t ha it ton jtili It t' ~tii'mtit wovud it, i' legn C

''lhtlv v it um'stt'i of thiru owi, otiid 11m aeltsoi t'iifer ft'etiei'it

viilt. 'I'liuit 111va10$ I it'y liui1.w tw ci ttiit rtiit iou. A ild I wootered

hit'. Mit'1i'tlil.N. Not tlilt I know oif. WVt% do have' toies whit'rt'it
Pt'rsoti let ive fr'uuu It titv %jobiid takeii It deralo jot) 111d thenl lieeoitoi
i t rtihutilo ill tit% ItIVernl ret irenint $t t'lii1.

11Wit' CIIINI151AN. 'i'Iifilk V01u Very 1111101l, Mrt. NWit'h .uiiugili, for vtilr

''110 ('iiAIilSIAN. hN. JU S'tili i t 10 YOU 11itty hei st'11tetl, Nil-S.
Il1111t. Ytou t11illoit l beliihf of tlt% Nt'w Jtrst'y ('vil Servit't Ast'win-
tioli, ouvih No.8,.of ITlilon ''ownship, N. .,t*

STATEMENT OF MRS. JUSTINA M. HUNT. UNION, N. $., APPEARING
ON BEHALF OF UNION COUNCIL NO. 8, NEWJERSEY CIVIL SERV.
1CE ASSOCIATION

V%0it C1iAIiiM.N. Wot will hei'trv Flail to hear youl.
h's-. Ih'IN'I. ?Il'. 01litiano toi 11i01iiht0i'4 of filt' 1oiniittet' tilt

Fiuiance, I itit J11tilit. X 111t, of 51 Elitwott Avt'iiut, 11iiion. N. ..
I lilt% library (lireettr tof tflit,'llTowiiship of Utiiion Free Publie 1,ibi'arv.
I aim it miemibor of (toe Now Jersey state ieirent. fund. on'
r1)pm'est'l Uniioni Coumiitll No. 8 of tilt' Now Jersev Civil Serv'iee A-*.so-
t'latio, whieh i it membeihtr of filt, Natitnal (4otift'r'uet oili Puibhie
Employee lletireiiii. systtois. I till% ehinirtt of tile poiesol ctoii-
1ttte itt 1ol Uuio 'linvil, which is 15toiiiosixi of miiany hud~Sof
Stiut e eoillty1I and miicipal emoitye'es.iidrs

It is the wilsh of t0e0e members of Un1ioti council fliat I cotnlvey to
you, the honorable mietmbers of tile Comoiitteo ii% Fintoice,'tho
following statonient:

''lieso sttte, coiiiity, antd 1niicptl eii loyet's Arm tilt enjoy'ing tile
privileges of a sounditpeiisioii System, wvlicIe lion beenI littilt uitrough
thitir owti tfforts, titiie, and roolipys, aided by voiitriliiitionn by tbt'ir
eopltiyers ats providlet by law over a period of years, to at poitit' wvlir
a feeling of ittittual iintlerstinding now exists tltt utntder fle present
naiigemomt, sountd smtitrity mAs beenu estaobhislwietor tloieinee anit
their dependifts

Under our present. mi'oiit. Bystenut in Now Jersey, provisions
iinclude betietita to witlows tind iiiliio' depuitent. vhildreu as well as
a generous rotimmonut annlulity to all aniniitants under (te retirement
syst cii

While we do nit deity that, thero ip a need of protection by way of
eooiah-security legislat ion for those persons now without peisioui pro.

SOCIAL SWURITY REVISION
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teciol. w, ilt Ilelilln, f'xist ing piensionl systt'is, wisil to reinnain1110111fivil si' overaeit' s is nlow~ l)sil'.

Weii wanht i of-liaeil 'tuits. One %%-I tiidet tit
jhi'sIill fiintofIIIlu Socianl stel'uiit v Agiit~v -t Villf-'fi liat ouni
tue(IVI l-'tits for arriving lit :ni it'~s for. retiring employees' aml
Ivilitt ioii5 will hit foroiliniig.

We feel thilt i svst eml of pensionls which hins beenl bulilt u it ih hnrd1-A
wor1k, pill ieiiet' I u'ms n saetlito Aould be millowetl to (Inlirt
witloiit Own 'oumshl n It inrt lit by it t wo-thIiirds vote of tin' mun1joit y of
iieV WN~ W~illi t old Iilu l eiibrs, I lit, oeli v o eiijoved nu1ty b1', t'nmlged
toll posit ioul of deuiitt it ilot it i ity isnwpi'ojuost'd inl Oiw Iuro.t'lit bill.

'l'llis voulstilnut feni' nlm vomme'rn ill tilt In inds (if nn'nm t'r., of mte
exist imig public' eimpoyet' (IesiOnl r11olus kinl to vlt' 1t'rs imd woldt tt'nd
it lowi'u' their 11o111n1 IIt' ill undo itediv i'esillt lin less intt'u't's and illt-
tiievn inl their' uespeel ive posit ions.

For w I' foregoing wa'sonls is t'xjurtssed bv tin'- InunIIlreds of Stafte,
vouity. 11iid iiiuimmnipal I'lloytes. ns nninhers,1 of Unuion Counciil Nol. 8
of tin', Now ler'isev Civil Serviem' Assovint ion, I respect fully retst
HMd si roimgly mIrgpt tit illthn Imlo 11 t'oiiideri'itiiml of t hisl Iltt liinnnly,
1I. looott~),t' complete excluisionl of tike proestnt existing 11ub1lit' Vi-
idoy!,Vs penio 'st'uis fiomn coveriige bv socinil set-mnit v should bte

itisdre s proplosed by tile Nat ioinal 6inmft'rtmm' till ''ulic 11-
lhoyit Iteltili't'iiiii sysivils.

'11111i1k you ve'ry imeln'i for, your nppu'nmimnce, hirs. I lunt.
Mrms. I ' flx' ''mimik vim, Sit-. t(lm.iimm.
'111it' CiAuIRt.N. Nil': F1111111i6 Ilnswoi'thil Will You please idt'iltify

Yourself fill thn' record, All. Bloswor'thI

STATEMENT OF FRANCIS BOSWORTH, EXECUTIVE DIRECTOR,
FRIENDS NEIGHBORHOOD GUILD, PHILADELPHIA. PA,, AND
PRESIDENT, PHILADELPHIA ASSOCIATION OF SETTLEMENTS
AND NEIGHBORHOOD CENTERS

Mr. lrtwounm. Yes, Senator. I inn Fraun'i, Iloswom'thi, annd 1 inn1
ln''e TI fort' his t'nnit6' 111presplting tln, board of diru'lt't of tlt,
Natioinal Fedemuition of 8i'ttht'nnnts, tile' iladm'l pii Assotitionl of
Settlt'nnnts anll Nt'ighborluood Ceimfem's, amnd t lie Phlilatlelpii eliiiptt'u,
Ant'mitan A-soeiation of Social Wor'kers.

Our' cont'eun ns stttlemnents is groited inl oni' itinnuatt knowledge
of '260t Ameruican neighborhoods. th hma utjority inl flit' most ovet'r'owded
,,inl deprei~ssed nrt'ns oif ourl cities. Wte li' fin', conlddenet' of those
In'ople lioalse we liltve colitbt't'e inl tliei aspoitiui Iusts iin
Is bas-ed upont our' knowledge of huinnI t iir'stdupnu a
anld night, yenu' after year. wen wish (4 to athu'i nlul that us tint' inl
11. It. (10Mt mnd we' wish'to point out intlqialit ies that should ble t'hallged
if tilt, bill is to ro'liet the 1 knowlede we inive till gainled ill the' past
U) waeIus sinlee t lit'l liit ial net btean' awm.

hlit, settlement insts of Ann'ricia exist kiecimi* fthey liphitwo they,
call hnelp thne people of our comiutry aheesiiit tatis., setrit v-
inl their' relations to onle another ani set'uriity against. sM'erl physticl
pr'ivat ion anld wanlt. We also believe that% ttmt'so people, (ti, 11nuujority
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of them livilng oil marginal ineoines, can invest cash equity in their
own ind their neighbors' security during t heir enirmung years. This
principle was eiiiciat it as lntloial iicy ill 193.5, wl:n tile Social
Security Act became law. The 1935 law was an hiistoric Ieginning in
our effort to assume ininitiii irlorat e resjlosibili v. hut it was only
a Ibeginning. We are pleased tlit. tIle Eiglltv-first*Congress is pre-
paring to take tihe second big st, p. and 11. It. itl)60 can he a remarkable
achieveme nt ill our1 social and political history.

{l'rsWl W. Ballard, director of ]lull House in Chicago. gave tlhe
testimony of tie National Federation of Settlen ents regardi ng tie
ellihl-welfare provisions of the bill. Also. Sidney Hollanider, of Bal-
tiloen,, gave tie testimony til belialf of 24 memitr orgallizationis of
tie Natmol Social Welfare Assembly, of which we tre one, urging
tile inclusion of employees of lioiiprotit orgalizaio s. Il comhclusiolu
lie said:

Although til bill before vou goes less fi' thal some orgaiiztions feel it
should, till slipport its provisions for (uverige of iiolprollt eulinloyces s lilt' beslt
cololn delnahiltor for the solution of their problems.

We are oiie of those orgaiiizatiois who believes this bill does not go
far enolgli to insure minimum security.

I s1ll conifine the body of iimy testillioiiy to the needs of our families
and the iiiiiiiinum security essential to preserve family life, an1d espe-
cillly to the ieeds of our olier citizens. FIiends Neighborhood (lutmd,
like most of our settlements, is a family center, and much of our work
is focused upon strengthening tlie fiber of family living. 1 11111 also
the director of Friends House for Older Neighboirs, which is the only
settlement house, to miy knowledge, existing solely for pers-ons 6. aItid
over.

The most our1 settlement neighbors call ever hope to achieve is to live
oil current earnings. Voluntary saviligs lire small and never reach
tie enviable state of security for old age or against tli loss of the fain-
ily wage earner, unless the Government is the collector and trustee of
these savings and their employers atre partners in the security of their
workers.

Our latter years shold be a time of peace and leisure which should
profit the Nation. One should be able to look forward to it ininiiim
cash dividend which would relder each individual free to manage his
own life in dignity. But this is not true today, first, because there is
neither security nor dignity in the present old-age benefits, and because
nearly half of all civilian jobs tire excluded from coverage, which
means these wage earners are excluded entirely from participating
in the benefits, although they help to paiy the bill indirectly as con-
sullens and directly as taxpayers.

The aged are the most rapidly growing segment of our populatio.
Science and education have given years to oulr life, but there has been
little attempt to give life to years. 1 Industry reaches out for youth
and the worker of mature years is pushed out to make room for youth.
The United States Department of Commerce studies indicate that
for men from 40 to 64 years of age and women from 35 to 60 em-
ployment opportunities are of prime concern rathvur than the provi-
sion of retirement bnefilts. This means that whatever savings are
accumulated are often gone before the arbitrary age of 65 is reached.
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planning for retirement should be all exciting adventure instead of
the munting fear of a world of loneliness, poverty, and neglect.

Mr. Summers came to me the other day to ask if 1 could ielp him
inld a job. lie Irs beei active aIt our House Council Iuid was a ways
called upon regarding financial matters. Mr. Summers was a batik
teller. He begait working in the banic in the year 1900 as a runner and
was finally made a teller. He married and i:eared two children. The
son tlied shortly after lie was married. The daughter is married and
She and her husband live itt Chicago and have children of their own,
but there is no margin of income for grandfather. Mrs. Summers
lived throligh 12 cars of painful invalidism which drained their
little nestegg. Ten days before Christmas and 6 months short of 56
years of labor, Mr. Summers was retired from the bank to live oit his
social-security grant of $41.80 a month. How nitich longer must Mr.
Summers work before lie cau be allowed to retire iii dignity?
Mr. Adams comes to Friends louse for Old Neigltors where Ito

works ill the wood shop and belomgs to ti elder's forunt. lie wias a
machinist but the depression wiped away all his savings. Relief and
tie WPA carried him until lie got a job as a macltiist at the navy
v'ard. But, he was not covered by social security its ie was iin th'e
argo army of the unprotected. In 1944 li changed his job in order

to e covered by social security. He was 65 at. tat time and asked
his employer if le could have t peIrcett instead of oily 1 percent of
his pay deducted for social security iin order to secure past. bemielits.
Of course, this was itmtpossible. Four years later lie was forced to retire
and now lives on $22.42 a itionth. Mr. Adams is bitter but lie is active.
He is an officer in the Townsend Club and is as politically active as
our local ward leader. But, unfortunately, there is only oie plank in
his platform.

Many of our aged were never covered by social security yet have
small savings accounts. They live on one meal a day aid" deprive
themselves of medical care and even fuel rather than go on relief,
and give up all possibilities of such meager employment as they may
have. Many of these people were domestics, laborers employed by tho
city, or by city contractors, maintenance and service workers in schools
and hospitals, self-employed people such as trash and junk haulers,
handymen, a shoemaker, a keymaker, and "tiei man who ran tie little
candy store across the street.1' These people catinot understand why
their labor was not considered worthy of a security partnership.

It. wts difficult. for instance, for -dait Clarkc to understand why
lie could not particilate in till equity security its well as his brother,
George. Adiumi wits an elevator operator in a large hospital and his
bother wits til elevator operator in till office building. TIie ont ly dif-
feremice was that Adaml worked longer holmis it week, lie worked every
Sunday aid 2 nights a week, ad lie got less money than George. lie
used to think it wits lite to be working for a hospital, it made hiul feel
h was doiitj something important. But iiow that lie titust Sptend the
last years of his life oii relief, lie is not so sure. le can't ulerstant
why the hospital al his Gtovernment should not, care ior be willing to
itivest ill his old age.
There tire other Adams who were employed in past years by settle-

nieits its well ts hospitals. Our own board of directors at Friends
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Neighborhool Guihi becmiin so covered about. this Iwoblom that
seetioji 24 of our code of 1wsliinel and emiploynelit pract ices states:

TIlt guild Is it member of the Natlotnal lnlth tlnd Welfitir lIletlireient plan
to provldo naximum lrotectlon dtilng the period of ellloyment ntil it the
tllo of retlremiut. 10very worker t1ist Joitl tih 1111il tit 1llo end of the irst
full year of service. Tho gtlll Is equlally des iros uf htivt1g workers covered
by oxteilded 5ohil security benellIs i11d tlu1 tl, l gelie, pa1rtlh'iluati fully ill suli
a soeial.security prograin id, If plussllle. Ilat tilit be Ill ilddItIl to t full
boi1otlts now carried inder the Natliln1 health ill Welfnro 1etlre1ietit Ilili.
(Adoptod Deeei1ber 1040.)

Other settleliieilit loirds of directors h1 vo tiikeni silhir nct ionl and
th Nat ional Federation of Set tliielits anti Neighborliood ('eites lis
repeatedly goie oil recol silico 1915 ill-.ili. full socill-secllrity heulelits
for workoli iii inllprofit ligeliCies. Ill t1,, 11l01hit lilt ihlit, we go
beyond the reeoiinelidiioli, illide to vOll by Mr. Holluider oil 'i'les-
dlay. W1re do agreo with Mr. Arthur J'. Altinever tiit, the soiiliie belie-
fits should e lie available to eiillovees of 011onln'ofit. agelicies ias ii- ot her
employees, a1id thiit nonprfiot. "ngeliey ellployers should 10 receive
preferelitiul trelitUlielt. Wo t rust. tlllt, the Selante will assist. the o
ilistitiutions in fulfillig tlei' stated huuliiitu111111rhill purpoSes for their
eliployes. a14s well its their Clients, and to prevent their eliilplees frolil
becoming their future clients.

Oir rconinelidat ions thiei Iro milniliied Upt as4 follows:
We are) ill agreelient with the recolnnlolmenations of thi Advisory

Council oil Social Security to the Senate Committee oil Fnlilice aUli
with to ildlg- iwore these provisiois:

Old-age and survivors ili siraic: Extension of soctil insurnille to
the entire working popullatioli anid their depieidents. This ihllith's
farmers iild doiiestics ias well its employees of till tax-exeillt hinsti-
titionlS. Jlust lts we wish sohcil-security benefits to ho' entih'ly deio-
cratic for all workers, so do we believe till employers should taid equiil
before the law.

Eligibility: Adoption oftho new start proviiolis wherelh new-
Coloers could he eligible after (I q illirters. One of our liost, fllilling
and acuto problems could be eliinmltedl by willing out. tlhe residences
clause for general asistance and Iiliiting till other isistince caitegoiries
to Ii nixiniui period of 1 yearl11' residence.

Medical care and disability: Protect people against. loss of earnings
due to permanent and total disability nid extend aid enrich the
health and auxilitry services provided by public agelic les.

Child welfare and aid to dependent children: We xi'go th Ad-
visor Couicil's recoinnendat ion of $12,(H)0,000 is i inlilillnl grant
for hild wvolfaro services. We believe tle $7,000,000 of 11. I. 6000
to be grossly inadequate. Also, liberalize ADC, provisions to include
aid to unemployed fathers or other adult relatives in the family who
are es-,sential to the well-being of the children.

Thies o recoimendations ire based upon the bis4ic needs of )oe01 lo
as we know them and will go far to fiee our retired workers aini Ihoh'
families, our widows inid orphans of deceised workers, nid o11t neg-
lected children from suffering uidilieprivation. ]llt we triist thit
the enactment of tills bill will in no way. interfere with the long-rilige
attack on the root causes of our economic insecurity.
" I w6tiid like permission to sulit for inclusion in the recoa'd resoliu-
tiolis passed by tile Nationiil Federition of Settlemneits and Neighbor-
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hood ('t'ut t'm oil Socia o ll viiy t1o1d sevral t'ilso stories fromt Frniends

'lb' CAIRMA1 N. '11I11t1iC ~Nt VVery lituitl.
Are' Iherv iotv filestiollsl

(Thuv 11nit evulu liledI by Mr. Iliswol i s its follows:)

1WHO1.11' loNH 14 N SlOtIAI. SE-cut A 'tllll'' ity (lim NATiIONAL. I"EtOlA'iIIN (IF

8lEi'ii1rNKN i ANiI NmumItiitlIlllil 1'l:N IEKIH NKW YORlK. N. Y.

((((N I N N Ai l IOe I (llIV 111F II I t' ltI'ttIl'lOl' . 'itie I' IN OTOl1XllNi' tIt. V. " 1 11(1l

AlZI II 41 NIK~AI, Ill (1(0

Our Stit- triti Ii'llIlt ytlt wit iti'k tA iliti e Iil 1 i ititl 'tlt tt d llesn i t

il11l1t(rtly stroeli'~t (1drivi miK democIIrK ilt'ar There Is it txui il'l, ir ?.iltirt

to xt n I t o lel l oll 811 cve htlilt o 1(1Ii e l ad llitiv fimlitt il it) n les ~vt 'it

I~ ~ ~~~JN Al1111111Ii1(, llit, 4. 1911I, CltiKN. 011

wn im ('ortit em i-voi.tlu~ of' Frh'ia Ilgi'1 ll Ilf~l W aehst I'~ tht every 01l'1t M11141 i
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endi mo1wi'r1, ho hewijted oet tlit, lioi1eN for ei'h'Q01,i wiri'ii 111o h11111114 intottor (ti'
boinies till htigm of i'olllont for fit ',' iware, River tiridgi'. I ittr is rani at (i'ettiti
eovaltor, Ihtitelpwt ita Iht witeiinan It it waristimili. At W4aIto hi' hd lil ikiri'
11eart i'r nut1Me tot IliVV~t 111d til W1114 Net aIMhl'.

those ilelitsttitsii y'i h1111 hai irrit tdt al had I bet' ehttdren, Johin, I-il'itiln
(I over, till good Aintorlenn niann'N, TIhe' 00hitti mit rit it work yoning, Mtii i'd
an111i'ml yoving an1d moved on. Ant oelamtoni h'ttIir or V'hrINW 1 maN i'd diftted

back lt llodlit' Streel froii t'hh'ago or 1 let ridi. There wits flit-' Iltin' Urovi'
Witt, 11tvded $.ttM) for anl opi'rattoll. ''hi ti'h'm Wtir te1ttng ot tltsh"N livtetih.
tlitnaty the l't tl'r andii card tiStpped. 'The' hoy we're' too4 calght til it nlhi'

llrobldi'mo tit tlving -thi3' itivant ito write.
Kar0 Sunrvived llness.ltt'tltmynin IM11iti', illitH 1onan tmiat1t31, tIlls

wIfe. Th'lose 2 yei'rs C~lrtigt i'e was dt3Ing goallweit ih'ly It11141t he'ir tif silviltN
Now tht'ro wailt o 1111 to lit' ait so'w, to enoli Ilot riltst and iitiltoi nil titaki'
gooit SItrong chlir cotffee. 'IThere' wits tiillntit Iii ak wvtib, to ta' to 'i st th h itivrm
I-tXw1I~t rilttilig at hollo oft novilortemi tog't tier, i'i' ttt t lug In leil'im, tt1ititmg little t
littif-tolit ituit moee i'tm lilt S1 t rongier woilituili'rNI t atilt.

Atiywvay, Mairl tiiii iiiwiiyt I'te it fullty 1111111 t tiilii'li' tutu~e 110 l3 1111I.A Oint
atiii ntoiut ofttiet wer' Kitlei. It womt hard tot go (lilt. tili). F~or tin'% past it yeianlu
itow timt lo'gs wierie oftenm tiwoliloitu R111 ave himnt gri'at Iviahi, Nilmi' teli'N lilt, lire'

('01a.lH i1114 NtIVilv1 till tryIngt tioouik. At first lil' would try3 to riwat lilow
Chitirtne t',Ii ared ~ t it olvit ish twint lin' conidt u'mo'ii

11ii'flow livesi onl old-agi'o alimImue' $4tt a niuti. Itoi' tnailig'. till itui'ti nit

%ip It tits olt ovei'idlut rueking, miioi'ting tits4 pdli'. it wi'uttitig. iiiihtei' tti I it
k6l'ulNti Iniil. Ito moi'doiniothiertit light it anly ntioni.

Ntiht's Hotii'r walm 75 viarmi otld la1MI 11noti . Shett livies at'ti' Iialt h' litl 11111

raxe itt utlit oilt tul ilii'nl-t'11 it'01 l 1111P I M10S'111011 1iia4 1101i tia'dna t lii Itn
titioii'tnit to kep It fronti wu'uing ilit. 'lI'et"~ h tl'13 thi' iloior, atiot i'r by3 ft%
stoves, mlind oneit frout oft her rockitng eilr. 1,1vi'r3 iiortilng She pliki tilt Iit't'
hiou~ li foil uiw to liii'th riiiltiiiil mn tit oetitil hitll( iet vitinky. hMulnill3 14111' willlui',
TI'till mim lku Irons.t ?rhItiy Nit' 04111' i "ltt it eiry tiny She11 idilitiall this little 0ltiiri'i

fittliert 111410 to toll hier stoies'i of ITlip IN~ WVar. lier fitir ituiil tiiithei i ll 0
be inv" 14u i ti tt ier father fought t lii t'tilofeder'ate' Artiy.

Theii W~htilitrm. thit'm thei fuliill3' filr wvtoiitit tt'l w~orke'd, ittovi'u Nort (t

Mlii the11 tio''i find 1411"o mi1t 1 reiiidu Itt '.1t Iiit few ar ititill' wle t' Mli oi'ky ii ile

tieur tuouey. Now tieir work IM liver andil MiMtm lit ter rnoing c1'ilit 111ti iNl
livi'tet' 110w in1 111 alt ihoiild Ix-no1t longl hitll hiit'a In tis ktiite. S4ite IN In'n
owi tnilrum lit 1t.t lit'? fiihierat In latidtfor andtle ili .Il il',vei' have. tot vtt

Wit1 S111411 knowN 141e tIn't lihhlipy. She1 eniiitrei long dalys a'.ndiItlitti ofit lnlI.

I% ti Siiinay diinner, Wit tit oftein. It wiM fiiti, tit first, Ililiiig intit illkting.
hit tootieho'llw 1411 ntever eartt about vi'ng it. ttioo litita while she11 itinkeui vooklioi
aind givce thten% tol elid'iei In the eonnt. )lit they nelver as~k tier tot tell tiii'ii
trkli', .11114 takth liii' l'eIm (tilt run awiay.

AM Mill m 414It her chaiit hl takes "the vltltwr" ilil of her 111I'ie fillitis iitidiedti
little. '1'Ien It Imai ntiitl out. tiie 111hi1tlitoi fur "'IhO itt01m1ts." 14u 11 1'M~I't
really nwed antyotitt tatko care of her'. 

T
h'lereti re loin of Mhingo %Hit ktliiv Sithe

IMn't voIng to ilk., )lilt there will be othor h'eopli' there. Hotnne to tolk io--
it Ilear-hear thieta iovii ariound.~I lit ot'irme. motio of tier hlreMenit i'tiolhii'

are oldi folk like herpolt. She i'OMv thi'ui ol lite' ati'l't andi Inlte More, Wit It tit
hardl to i alt Mtltlt talking to 141101 IIIWT. It only 01111 of tiit wioiuld talk first.

Shoulith Mh ll the letter now, today? Wouiid It take away titt long Mithilwm
oliotie'lit'a? S1te 1110kM tiroittiier m111nil n wil~tI1rM.

1111 Rarkov knew he waM Ill. Hte waM iil~y, him throat bitrtiti tol tilt, Iltiliguit
of foovd noatit etitd hIm Ito hetinie frlguutOtiet and1 took a trolley lto ttit) hoiltal.
They exatmined hitu In the fieitleey *td and told hit they would give hin
,sulo mdleine aWt he could elonte to thi lietic If he weren'l't better. Tilo itillo
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be Ideal. There they can have facilities for doing things for themselves, llt iron-
Ing board, Sewing materials, a wood shop for the n.n, It can be it reading roont,
a music room, it club where they can enjoy the companionship of their cotellp-
rarles-hut, if possible, with it window to look out onl the children playing 1nd
people jmassing lit the street, While many of these can be under lay sulervistln
we shall also want day-care centers for soe of the aged where they nay receive
specialized services. We must also develop standards of foster toi'l liltceiuit
for our older citizets. Ilospitatls id health centers should have gelletric aml
geriatric clinics ani a counselor who will know tie full resources the nelghlbor-
iootl has to offer. Housing projects should always include small units for

elderly tenants. Day school extension classes, even camping ore rich iossiblItbieths
of service to this group.

We must also explore how these people may continue to render service to the
conuanunity through old skills and thost they can acquire. Industilal Inminge-
ment must restudy their operation and sot aside tasks which may lit, dolt, nore
slowly and by workers who need only come for it part of each dtay. Unions, too,
must recognize their responsibilities to work out lower hourly rates for theit-
senior members.

Management, labor, tile church, social work, medicine, law, and education,
in fact, every democratic force of our Nation imst realize thlt pensions anilt
social security meet only the minimut itiaterial needs it bist. They contribute
little to create the richer fuller life we believe to be each mnn's heritage. We
have expended Intelligente annd nonoy to add years to our lives; let us now add
life to our years.

Many of us still have a vague assurance that the needy ani lonely canl lie
cared for in homes for the a ,ed. Tile total capacity of all our homes can meet

'only the smallest fraction of the total need.
Moreover, we must discard our miscolceptions, not merely rearrango then.

Institutional care Is needed for many of the physically and itenktally Ill; ole
day they will serve no other function. But the vast majority of people over ti5
are neither Indigent nor deranged. For all others our Institutions are inonienlnts
to our Ignorance. They are the dark closets il which we idtle those problems
we have neither the courage nor the concern to solve. Hoes for the aged, orphni
asylums, houses of detention, reform schools, institutions for the partially hantli-
capped; the deaf, the crippled, the blind, even our prisons will one day he the
arihaie remains of the social lag of our time. Only the chronically III will slnld
their years in Institutions; all others will receive treatment in the conununity,
within their own families, or in reconstructed or simllated family and conltniul-
nity living. We can begin with Intelligent planning for these, our elder citizens.

FRANcIS lI08WORTll,
fixecsuvo Director, reiteds Neighborhood Ouild, Philadelphi.

The material in this article will be Incorporated li a hook to be published by
Friends Neighborhood Guild in the near future.

(From the Iftionds Intelligener, Friends Neighborhood Guild, Philadeolphia, Pn.j

OL FOLKS AT PLAY

(By Francis losworth)

"How we treat our old people is a crucial test of our national quality. A nation
that lacks gratitude to those who have honestly worked for her li the past while
they had the strength to do so, does not deserve it future, for she has lost her
sense of justice and her instinct of iercy."--David LUoyd-tleorge.

It Is tea-time at the Willing Workers' Club. Twenty-five elderly wotsn are
laughing and talking, passing eike and helping one another to sugar and eream.
On the table are 25 pin trays they have modeled from clay. It could have betn
any group of happy women at their Thursdqy afternoon cllb. nut this club
Is different. It is all the social life and recreation these elderly folks have liI
the world. Woat of them live alone-lifo has Moved on and forgotten then.
Families are gone and the letters that came once a month thltned out to once

t troneis Bosworth is director of Friends Nelshorhoo4 Guild, Philadelphia. The Giild
-las nionstred In providing recreation for the it '. In the Friens l -ntielloncer, Third
month IT, 1940, Freats Bosworth told of the Shower and Checker Club for aged men.
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it year iuld then stopled altogether. Others, like Mss Mary, have no one left.
Maybe back iln Poland-but who knows? There have been no letters front
l"'ittid for 6I years.

Now the iallinan stops every Wednesday morning. The women stand ol
their steps, like tll other women oil the street, and take i the nail. It's a ienny
ishltal saying, "Pon't forget tie Willing Vorkers' (ilub at Friends Neighbor-
hood guild toinorrow at I o'clock." Not one of then would ever forget, hut It's
nhce to know the guild remembers you and wants you. Then, too, they can say
to the woman next door, "It's front Iny club I"

Tuhe rest of Wednesdaiy ts taken ill with getting ready. Washlilng out i Ilouse,
pressing a skirt, seeing it new how on a lint. It's hard to get sonietltng tnew when
you mutist live on old age assistance. $5.70 a week. Then on Thulrsday, pick ip the
litt lie oneroomi house anti dress for club wieetilg early.

Mrs. lloward drops by and picks up Mrs. Callahan. Miss losvsky Is there
already, lit( the thrni wonitin set otI for the guild. They are good friend,; now.
They hiid oftell llassed ole another ol the street or met i stores along Second
Street. but they had ever splokeii till they niet It the chl. Now they visit
Iak and forth, ustially Friday so they call talk over everything they d at lt)
neetlg tile tly before. Miss Iltosovsky slienks broken lHnglish. Mrs. Callahan
lits it rich brogne and Mrs. lloward Is a Negro. Now they hlave elleh other.

tin the wily to club ineetling they try to guess what "the surprise" will he.
"Isn't Mrs. McCarthy wonlderftul? We've beien meeting 2 years and slip lways

has a surprise.'
"Lt's ee, we've mliade caletniars andi iothohlers and flowers for our coats

and Iny-it just seems there Isn't anything left to tinl:e
"But she'll have something iew. I can never help fleklng In the box on tile

table, but even then I don't ktow what It's to he until she tells us."
The wouln arrive tit the guild and Mrs. McCarthy greets them, atid helps

then% off with their coats. They sit and visit until half Iast 1 and then Miss
Lee conies it lilt(] plys the songs they want to sing. 'Tiere are usually i few
solos too, a tusslan folk song, ant Irish lullaby or Mrs. Morris, 94 years old, sings
a piay-sotg sile learned when she was a slave in South Carolina.

'rhoso, who have brought old clippings of Imelnis stand up itnd read them.
Sonic read t few Yoram of the Blile anId others not so fortunate ask to have
someone else read n favorite passage. Somteote else calls the roll and tils hotlor
lnust rotate through tite year.
Then e'omies tile surprise. Mrs. MeCarthy tells thelin what they tire to lieke

that day. It Is ulwiys something pretty ttd often something frivolous. Part
of tie 'work tihts been done already, hut It mustn't look that wily. Each tntist have
it feeling of ac'oluplishiletit wheln she takes tile last stitch. yet If It takes Ioro
thant 20 minutes the weloei grow nervous. A few work fsitt ld Mirs. McCtarthy
asks titein If they wouldn't like to make nit extra for Mirs. 'I'tmpsoi anid Miss
Carney who tire absent. Tomorrow norilg Mrs. MeCarthy will take It to tite
tabsetnt oies and make sure they are all right. Roinetlines they tre not and we
tire able to hell thenu-call a visiting nurse or the Fitnily Society.

After that there is ten, conversation, atind more nitisle. Today Is tie flst
Thursday of the month, Party Day I Instead of cookies there is a cake with two
canlles for tile two tulentors who had a birthday during the month. New till
tire ready to leave. They stand and sing "(od, lie with you tell we mneet tigilt."
It Is 8: 80 and as they go out the gate the little children are coming fromt school
to play. Our oldest and the youngest members meet Ii the gateway of tit guIlhl.
The women are honoward bountd with Ieoeries to Itst them through the iveek-
a sachet or a little setrf to show the Ielghbors or the corner grocer. "We ntade
It at club meeting today."
Medlclne, education, and national planning have been focused on Increasing

the span of life while our national economy Is focused upon retiring workers Its
soon after 50 as possible. Now we must solve the problem of what People tre
suPlsed to do with this enforced leisure. Opportunity means nothing If there
Is not opportunity for good. Unless we begin planning and acting now we will
l neglecting our duty to tite largest growing section of our population. More-
over, If they tire neglected they iiiay form the most powerful Iolltkvl pressure
group it the country.

It takes so little to make old people happy. Every conmnunity In Anerlca
could provide a ellaneo for these folks to got n few simple pleasures in tme last
of their lives. Many have never had the thim to play till now.

One of the willing workers ctite to meeting with a letter to show us. It read:
"Dear Mrs. Ti tomnluon, your apldication to the Home for Aged and Infirm Colored
Persons han been acted upot favorahly. It you will * 0 0."
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"That was near 2 years ago," Mrs. Thonpson explained, "but I'm not going!
I'm not as old as I was 2 years ago."

No, she wasn't its old, because she wasn't lonely any more.

The CIIAIRMISA. The next witness is Miss Anna Pike Hans, presi-
dent of the Philadelphia Teachers Association.

Mr. FOSTER (Senator Myers' office). Mr. Chairman and members
of the committee, Senator'Myers wts called from the city today on
official business and will not,' as you know, be present at, the meeting
this morning. He has asked me, however, to introduce to the comn-
inittee Miss Anna Pike Hans, who is the president of the Philadelphia
Teachers Association. She is vell acquainted with the problem which
she is bringing before you today; and Senator Myers regrets, as I
say, that he wi I not be here to hear her testimony.

The CHAIRMAN. Yes, we regret that Senator Myers, who is a mneni-
ber of the committee, is not here this morning.

We will be very glad to hear you, Miss Hans.

STATEMENT OF MISS ANNA PIKE HAAS, PRESIDENT, PHILADEL-
PHIA TEACHERS ASSOCIATION, PHILADELPHIA, PA.

Miss HAAS. Mr. Chairman and members of the committee. I appre-
ciate this opportunity to appear before this committee. I am Anna
Pike Hans, an elementary classroom teacher in the Philadelphia public
schools and president of the Philadelphia Teachers Associatlon in
Philadelphia, Pa. I present the following point of view concerning
H. R. 6000 which would extend the provisions of the Federal Social
Security Act. The Philadelphia Teachers Association looks with
favor on the extension of the benefits of social security to large num-
bers of our population who are not otherwise covered by the provisions
of the present act or by local, State, or Federal retirement systems.
In fact it should be observed here that teachers generally will be found
to look with favor on any measure that moves in the direction of
establishing a higher degree of social justice.

However, the attitude of the public-school employees of Philadel-
phia toward H. R. 6000 is best expressed by the following resolution
adopted unanimously on February 7, 1950:

Whereas the Philadelphia school personnel as members of the Public School
Employees' Retirement System of Pennsylvania have exerted themselves over
a period of years to develop and to contribute to an effective and nctuarially
sound retirement system; and

Whereas this retirement system contributes heavily to the establishment
of effective education in Philadelphia and Pennsylvania by attracting and hold-
Ing efficient personnel; and

Whereas the school personnel of Philadelphia, after careful study of II. R.
6000, as now before the Senate of the United States, are convinced it contains
provisions which are detrimental to the best Interests of the schools;

We, therefore, the representatives and members of the Philadelphia Teachers
Association direct the president of this association to urge vigorously In her
appearance before the Committee on l0inance, United States Senate, that H. R.
6000 be amended by striking out section 218 (d) (1) (beginning with line 10,
p. 82, to and Including line 17, p. 83) and sdlbstituting therefor the following
paragraph:

"(7) Such agreement shall exclude all public employees in positions covered
by a retirement system, as previously defined In subsection (b) (4) of this
section." I
. A proper regard for the responsibility wlvich rests upon this com-
mittee requires that we amplify sorpewhat the material presented in
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this resolut ion. We submit to y-ou that our ret irement system has been
built u) since 1911) on a basis that is recognized as beuig actuarially
sound auil it til present imonment represents invested capital con-
servatively estimated at $300,000,000.

Eighty tlousal school employees of Pennlsyh'ania-10,000 in
Philadelphia-have contributed to the creation and liberalization of
this retirement system. Each of them Ihas it personal stake in it and
each of them fees seriously his peiolial responsibility for continuing
this system and its benefits not only to himself but to the educational
system in which he works. It, is mny responsibility to represent tie
view of tile majority of these educational employees of Philadelplhlt
including among others administrators, supervisors, teachers, nurses,
attendance officers, and librarians.

Tihe school employees wllom I represent do not feel that 11. I. 600
offers to them adequiato protection for their interest ill their preselit
retirement system. Their conviction oil this point arises from the
fact that our retirement. system is made sIbject to tile referendum
provision now included in this bill. If the purpose of this bill is its
stated by Senator Myers-
)rimarlly to extend social-security benefits to State and local employees who

today have 2i2 liellnsion system of their own--
then the referendum provision shoul not be included in H. It. 6000.

Tie authors of this bill agree that our position is correct since these
authors have shown no interest in altering or undermining the estab-
lislhed retirement systems iuder which Federal employees receive,
their benefits.

I repeat, therefore, that the school employees whom I represent do
not believe that H. I. 6000, carrying as it'now does provision for a
referendum, offers adequate protection for their interest in the retire-
ierit system into which they have put their lioncy for more than 30.

years. We believe that 11. It. 6000 as finally passed should guarantee
to i1s the same protection of our interest ill our retirement system that
it directly guarantees to Federal employees in relation to their retire-
ment systems. For this uIrpose we urge this committee to report
H. R. 6000 to the Senate with the amendment which we have iere
presented.

The CHAIRMAN. Are there any questions?
Thank you very much, MisAs Hails.
MiSS HAAs. Thank you, Senator.
Senator MfARTIN. & very excellent statement.
The CmnunM.'N. The next witness is Capt. Carl C. Bare of the Cleve-

laind, Ohio, Police I)epartment.
Captain Bare?

STATEMENT OF CARL C. DARE, CAPTAIN OF POLICE, CITY OF CLEVE-
LAND, OHIO, AND NATIONAL LEGISLATIVE CHAIRMAN, FRATER-
NAL ORDER OF POLICE, PHILADEPHIA, PA.

Captain BA.Il. Mr. Chairman and members of tile Senate Commit-
tee on Finance, my name is Carl C. Bare. I am a captain of police in
the city of Cleveland, Ohio, and chairman of the national legislative
committee of the Fraternal Order of Police, a national organization
representing 30,000 active policemen in the United States. We also

937
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rlepresent an undetermined number of retired policemen and depend-
ents of retired and active policemen.

We represent a true cross section of policemen throughout the coun-
try. We have members in the smallest police departments, of one or
two men, in the country. We also have members in the large metro.
politan centers, such as Indianapolis, Ind.; Cleveland, Ohio; and
Philadelphia, Pia. We also represent members of the border patrol,
who are doing duty on the Mexican and Canadian borders, and mem-
bers of the harbor police on the east coast.

Our organization is a member of the National Conference on Pub-
lic Employee Retirement Systems. You have heard the testimony of
Dr. Robert J. Adams, Jr., the secretary of the national conference,
which we endorse in its entirety. However, we would like to present
some further facts regarding H. R. (1000 and its effect o p(olicemn1
and police departments throughout the country, if adopted in its
present form.

Most policemen are members of police retirement. systems estab-
lished by State or local legislative bodies. These systems are admin-
istered by local boards consisting of representatives of the members
and of the public, most of whom serve without compensation. rher~e-
fore the administrative costs of these retirement systems are kept at
an absolute minimum.

In Ohio, my home State, the pension system is established by State
law and is administered by boards in the local political suhdi;;isiols.
composed of two members of the police department, two members of
the local city council and two members of the public at large, ap-
pointed, one by the police members and one by the council members.

The problems of police retirement systems are vastly different from
those of most retirement systems. Members of the police profession
must be men who are physically able to cope with any situation which
might arise. It is obviously 'necessary to provide early retirement
benefits for these men. If we did not we would soon find our police
departments composed of persons who had passed their physical peak
and who were unable to cope with present conditions. Statistics show
that most offenses are committed by younger persons, and policemen
of advanced years would certainly be no physical match for these
offenders.

A good example of that, I think, is that if we personally were at-
tacked by a criminal we would certainly much rather have a young
aggressive-acting policeman come to our defense rather than one who
has begun to pass the prime of life, like myself, who could not pos-
sibly be of much more aid to me than I would be to myself.

Local authorities recognize this fact and have made retirement pro-
visions for policemen accordingly. In the State of Ohio, we have a
25-year retirement requirement. Tljey limit the entrance of police-
men to 25 years, making every policeman who enters the service in
Ohio eligible for retirement at age 5 We have no compulsory re-
tirement. It is dependent upon the policeman's ability then to go on
and perform his duties in a satisfactory manner. This has been true
for many, many years. Some existing police-retirement systems were
established before the beginning of tie twentieth century. Under a
plan as broad in its coverage asH. R. 6000, it is impossible to provide
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these benefits which are necessary for tie proper p1tection of our
citizens.

To maintain an efficient police department it is necessary to obtain
new members who are of the proper type. Ample retirement benefits
attract the person who is looking for security for himself and his fain-
ily. This dependable type of person makes the libest possible policeman.
If the men were able to leave the police departments and continue tile
same retirement benefits in other enlloyinent. this inducelment to
remain in the service would be lost. This would result in many men
leaving our police departmientIts soon a113 sO5le 11101 0 lIcriitivo post-
tion wias offered. We would then ho faced with the prolilein of securing
and training new men to rel)lace theii and again )robal)ly lose thel
when they bid reached their best years.

As a practical police l)roblenm, we realize that the best. policeman is
a man who possibly has from 10 to 20 years service in the department.
It takes him several years to learn the things that are necessary and to
gain tle necessary experience to be a good efficient, policeinut;. If he
is a patronn ot on active duty, possibly after he has been there
around 20 years he has l)assed the middle age side of life, and lie has
beg Ii to lose his efficiency.

iur pl sent pension systems have been one of our greatest induce-
Inents for a iiian to renmin in t he police profession. If we were inerged
into one largo social-security program as provided in It. I. 60)0, this
inducement would 1)e gone ai our personnel turn-over would be
greatly increased. This would certainly not be for the best interests
of the community.

Now, by maintaining local control of our pension systems, changes
can be made to meet local changing conditions and take care of the
problems that arise to fit that particular community. This would not
be true under a broad plan controlled here in Washington.

Most of our local police retirement systems have recognized the fact
that. adequate protection for the failies of men who are killed or
incapacitated in the )erformanice of their duties is a great morale
builder. A mian who knows that his loved ones will be properly pro-
vided for in ease of such an occurrence will certainly face danger with
a more aggressive attitude than one who Iis no such assurances. Most
of these tragedies occur while the policeman is still young and active
and has young children. Adequate provisions have been madeby most
of our retirement systems to not only provide the bare necessiies of
life for our dependents in such cases, but to provide an income that
will assure at least a comfortable existence. In a great mumnber of
cases a policeman who is incapacitated permanently in the line of
duty is retired at full pension. In a great number of our pension sys-
temns special benefits are provided for the minor children and tho
widows of policemen who are killed in the line of duty. So that, the
provisions are set up to take care of our particularly hazardous type
of work.

Social security does not. amply provide for this occurrence. To
include our group in H. R. 6000 and remove this feeling of security for
our members would certainly result in less efficient service.

The weaknesses and inadequacies of the rferendum provision of
H. R. 6000 have been pointed out by various representatives of public-
employee groups, including Dr. Robert J. Adams, Jr., of the National
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Conference of Public Employee Retirement Systems, of whicllwe
are a part. We wish to repeat and emphasize their testimony. This
provision certainly does not provide the p)i)tection to which' we and
the citizens of our local communities are entitled.

I might emphasize ono of the particular things. It, is indefinite
whether or not people who fire presently on pension would have a right
to vote in this referendum, but. we of the Cleveland Police l)epartmiuet
know that we have pensioners scattered throughout the United States.
It, would be an extremely difficult thiinig to get the lecessaiy, infornia-
tion to them to provide them with the kmIONvledge to vote intelligently
on any issue that, came u), and it would be equally difficult to even get
them to vote on the thing.

Another thing: The local governments, as you people possibly knowv
better than I, are continually attempting to shift, the financial Tmirdel
to the National Government. There wouli be un hitedly an at tempt
to (to this with our pension problems . We would be constantly faced
with the daniger' of Illaving our pension systems taken away front its,
the security that we have paid for and worked for over a number of
years, and'there would be a constant effort. o our lart to convince
our local councils and local legislature that they should maintain our
)resent pension systems. You fellows as practical men know that a

satisfied employee is the employee wiho can give you efficient. service.
There is no place where that is more true than in t police department.
where we have no definite measure of a man's production. lie is out
oil his ovn during his entire tour of duty. He has it limited aioiit
of stipervision. If he knows that his position is secure atid he is
satisfied in his position and he knows tlntt le is not going to have to
continually fight to maintain that security, he is certainly going to give
you taxpayers a better day's work for the salary that you lpay him.

Most policemen accepted teir positions with the underst anding that
they would be able to retire under the benefits of their local ret iremnent
system. It. has been repeatedly pointed out. to tltei tlat this, in part,
makes tit for the inadequate compensation which they receive during
their active years. To change the system now 1(d a e these benefits
away from them would certainly be a breach of trust.

We have no desire to deny the benefits of social security to those
persons wIo are not now protected by a retireneilt system. We, there-
fore, respectfully solicit your consideration and sul)port for the fol-
lowing amendment to H. I. 6000:

Strike oat seetlhu 218 (d) (1) (eginllnlg with lte' 10. ipge 82, to aiud Il01dlt1g
line 17, page 8) and substitute therefor tie following paragrapli:

"(7) Such ngrevinemit shall exclude Al i ublil enaiuloytes I iositils covered by
a retirement system, is pirvlotlsly dellit| In subsection (b) (4) of tis section."

lit yvou have already heard the amendment read.
Briefly, it, provides for exclusion of public employees who now enjoy

thie privileges and protections of existing pension systems.
Tiis amendment will permit thoseopersons who have no retirement

protection to be covered, and will not endanger our present local
systems.

I would like for this to be included as a part of the record, however.
We thank you, gentlemen, for the opportunity to appear and present

our views. We hope that you will consider our position and give us
the protection to which we feel we are entitled.•Thank you.
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The CHAM.sMN. We thank you very much for your appearance.
Mr. J.%Rvis Fnmtxy, of Wellesley, Mass., an actuary, has submitted

a statement for the record in lieu of personal appearance.
The statement will be inserted in the record t this point.
('Fite statement referred to follows:)

STAT-MFNT ON If. It. 1.00). SOCIA. StCUIIITY ACT AMENDMENT O" 1049, HY *lAHItS
FARI.EY, OF WI..EItEY, MASH.

My amie Is Jarvis; Farley. I amn lilta ctuary, liviltg li Wntllesey, Maiss., ill
working lit Boston. 1 make no chli to beIng ll expert il stwitl-st ltuily lllt-
ters, but iy work its il actuary Is niecesstrily required me to give more htlght
thait the average eltl I.e to couisdera I ons of liraict let' and of prilciph wi th which
sochil-securlty legislation must deal atIl1 1it give lit soe apprevlh loll of tle
prtllleal problem s which must lit' Invoe llhtervtl i V'ti nec'l lit wlt It lite coillplicatel

1idividm1l account l g trut lure of our pleselt sochtl-secitrity law. Although I
do Iot speak ias lit exlprl, therefore. I do hlive Some well-Inforlled oillilolls
which I would like to express for your etisiderat hul.

iASIC STATNM ENT

Of those opllions Ithere tire two otil which I hold the strongest convictions and
which ruult directly collnler to our pre"elt laws ,mid to tlls bill Ill. It. 010O).
One Is the convictions Ilint to poiiolle the full cost 11iiil full bielllelts of the soclIl-
stlly structure for i full geieratiol l Is uiiittiessnry. insond. autl dagerous.
The secolid coivictlt'll Is thlt Ihe mIahitalln g of lnlivhidal accoulut for persOns
coveredll ider lilt, sot-hlI.seeltrily lwst Is iiessa ry no1d coIIstItiltes lit IIIJuISI I-
lied ii1d wiisleftil expense. I ui't iost I roligly, therefore. tlhl your coill tee
study those islicis of lilt' present law fully inl objectively liefore' tilmilg iny
decision which would Imukt it laer corrtctIon of test' faults Imore dilllcult to
accomplish.

li support of these opilions It Is useful to look tit the resous why our social-
tell'ilty laws we' first ldiopled. Each lis'-soll Is4 exIISed dturIllg hIs lift' to
ilie Ipsilble loss of t'e ictmne ullon wlch lihe relies for th lnelis of living.

Workers grow Old or beeoumt' blind, wives are widowed. and children are orplmld,
mitd our V'olizress enatlted legi.hthIt witi lit' goal of providing a mlnllhoo
lnOcme fill, eich of thost' Condithns. Evi'u If tit' present Ii II wert' ellntel l,
however, our socIll-selrlty srielur' woull fll] far short of Imetlg thl gold,
partly itecaus' tll- full benefits of lilt' law have Itive Is)stlonled for i generation
intl partly btecaiuise our aetioutlhg structure' Is- sto ctlilhilantel tlint it calot

lurovid'e wagei records, and tlherefort provides no assurt1 lineflt, for it lrge
prolitortion of ouir liopulat him.

Why were the full htnellts deferred for it gelneratlon? A part of tim, reason
lies lii litI' reserve concept of tiIe orIginal Itlis ltlo. it wits thought lheim that
tlhe ultmte cost tto the Inrtlt'lpants would Ile reduled if there were lirst
dev'lopell submslnnli l reser'e whose Iterest eartnhigs vold lhier soon' of thle
ultimate cost. Part of the reason was ihe principle of hudlvdml equllty--the
conlielt that the Iletilts to each Indlivhhl u shotlld rellect ti some meiiisre
Ills persooat tolmtrhlltol. s, o lllt 1o one wats to receive Illts Iuiiles lie hil
l n taxed for Ills full working lifetime. AntI third, If w are completely honest

with ourselves I think we muist reeognlize that It part of the reason for deferring
th benellls was to ostlione tilt full cost of sochll seturlty. It seemed easier
to accept tie cost hlirden wheli the lirst Impact wits relatvely light, but the fll
cost eould not It' Istponed inless ilie Iiolellts were also lpostponel.

flow valld are those reasons today?
'Ti' reserve Iprinciple has already betn substantially discardm, nod there Is no

need to repent here the reasons wihy the concept of reserves, so utterly essental
to private voluntary Insuratne, Is a tlngerous fiction tas originally adopted prior
to the 1049 Imendilenuts.

The conetipt of hiduavltal equty-rehiltlog Ieielts to contributons-uni-
loutitedly has political attractloni. Individual equity Is nn essetlll Character-

Istle of voluntary. Private Insurance operaltlons, because In our tlemtOcriutle and
competitive worlt Insuranve lilltchs, like any other econonle service, will Ib.
bouglit only If the purellaser is satIsfled tlnt lie will get his nlioney's worth. In
out' sense It Is a high compllilent to our private Insulrane companies that the
sound pritnclples which they developed It their voluntary operations were con-
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sidered to be necessary in the Government's operations. The entire social-
security structure, however, is based upon governnettal compulslon. and, there-
fore, Is subject to different concepts and requirements froin those which govern
private insurance. Tie Government can abandon the principle of Individual
equity and pay every aged or blind citizen and every widow and orphan today at
a uniform benefit rate. Today's beneficiaries would have paid much less over
the years than the beneficiaries a generation ftroui now; but that result, after
all, is only a special example of progressive taxation. Our whole progressive
income-tax structure is an example of the Ctoigress' willingness to depart frout
principles of Individual equity when It feels that some greater benefit call thereby
be obtained.

The third reason for deferring benefits-the postponement of cost-hits already
served its basic purpose. The social-security law has been enacted and is widely
accepted. It Is still politically attractive to continue postponing tile cost, but
It is dangerously easy to underestimate costs of the distant future. It would
be politically attractive and much more realistic to pay now the level of benefits
which are provided for a generation from now-and to pay them to till aged,
orphaned, and widowed citizens, not only to those on whose account there
happens to be a wage record.

You have been urged to provide greater benefits, sometime in the future, and
to levy taxes accordingly-also sometime Inthe future. Opponents of the present
bill have said that the ultimate cost of the proposed benefits will be far greater
than the proponents can visualize. In effect you are being asked to enact a law
which may be workable if everything works out as Its proponents suggest, but
which could be disastrous if the passage of time shows that the opponents were
better prophets.

The key of your problem is uncertainty as to the cost of what you are being
asked to do. I suggest most strongly that the solution of that problem is to make
the calculation as of today, not as of some date many years from now. Give
the benefits now, given them to everybody now, and accept the cost now. Give
benefits which you are sure, on the basis of present calculations, the country
can afford now. If experience proves that the benefits you provide cost less
than we are prepared to pay, then extend the benefits currently and accept
the cost currently; but base your actions and decisions on Fresent conditions-
on what you can see today, not on the unknown and unknowable future. What
looks like a dilemma is really an opportunity, a rau opportunity, to create a
sounder structure and provide greater benefits by a single decision.

Finally, if you provide a uniform benefit plan, you will make it unnecessary
to keep Individual accounts. I don't know the cost of the present social-security
accounting establishment in Baltimore, but It must he tremendous; and yet the
cost of the Individual accounting system is not to be measured solely in term
of the Government's establishment. The greater part of the cost Is borne by
the employers of our country. Maybe you saw a while ago a cartoon which
pictured a small factory and beside it a large office building labeled "Account-
ing Department." The cartoon exaggerated, of course, but an Important part
of the cost of doing business today lies in the reports and accounts which the
Government requires for each individual employee. The cost of maintaining
accounts of individual wage records, essential under the present benefit struc-
ture, would be quite unnecessary if a uniform benefit were provided for every
eligible person. Thus the tremendous present cost of Individual accounting
would be a saving to credit, along with the saving from present assistance pay-
ments, against the increased present cost of providing the benefits now.

This is not, of course, the first time these ideas have been expressed. You
have heard them frequently from Mr. Williamson, and you are all familiar
with the excellent statement which Mr. Curtis appended to the House report
in connection v ith this bill. I agree with their views, and I urge most strongly
and sincerely that before you make 4iny decision ont House bill No. (100, you cause
te be made, by disinterested people, a complete and objective study of tle desir-
ability of accepting now the full cost of paying full benefits and of freeing thd
country from the cost of the present individual accounting system.

The CHAIRMAw. That concludes the schedule of witnesses for the
morning. The committee will recess until 10 o'clock tomorrow.

(Thereupon, at 12: 10 p. m., the committee recessed until Friday,
February 10,1950, at 10 a. m.)
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FRIDAY, FEBRUARY 10, 1950

UNITED Sr,\'rEs SENATE,
CoMMiTrE ON FINANCE,

Waslhigt on, D. C.
The conunittee met at 10 a. in., pursuant to recess, in room 312,

Senate Oflice Building, Senator Walter F. George (chairman)
presiding.

Present: Senators George, Byrd, Lucas, Kerr, and Myers.
Also present: Mrs. Elizabeth B. Springer , acting chief clerk, and

F. F. Fauri, Legislative Reference Service, Library of Congress.
The CHAIRMAN. The committee will please come to order.
The first witness this morning is Mr. M. Albert Linton, president

of the Provident Mutual Life Insurance Co. of Philadelphia, Pa.
Mr. Linton, you may come around, please, and have a seat if you

will. You are a)pearing on II. R. 6000, I believe.

STATEMENT OF M. ALBERT LINTON, PRESIDENT, PROVIDENT
MUTUAL LIFE INSURANCE CO., PHILADELPHIA, PA.

Mr. LINTON. Yes, I am.
The CHAIRMAN. I am sorry we do not have a full membership pres-

ent this morning. Most of the minority side are either out or getting
ready to go out and celebrate Lincoln's Birthday.

Mr. LINTON. A very laudable purpose.
Te CHAIRMAN. Yes.
Mr. LiwroN. Mr. Chairman and members of the Senate Finance

Committee, this statement is respectfully submitted on behalf of the
American Life Convention and the Life Insurance Association of
America, jointly representing life-insurance companies which write
over 95 percent of the life insurance in force in United States
companies.

In making the following recommendation on H. R. 6000, the life-
insurance business has drawn on the results of many years of study
of the Social Security Act and its implications. Approximately 80,-
000,000 persons in this country are now covered by life-insurance poli-
cioms. Life-insurance coverage is particularly significant in any dis-
cussion of social security, as it represents what has already been ac-
complished in an allied field through personal initiative and thrift,
rather than through Government aid or compulsion.

The role of social security: The inflation brought on by World War
II has left the benefits of the Social Security Act considerably short
of what was originally intended to be provided. Accordingly, a real-
istic approach to social security indicates the need for an increase in
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higher bettel its for workers metfiritng y'mit's hence t han fot tose rettiig
nOW Witlli the smtilit, wage Credits. ' Therefore,. if tilie future betiefits
live' properP~ by Silitidl sicitld ttsitt'iie S1tanidards. etirremit. heieits will
lie tiEll) St11t1l., Or~ if eirlreut hlieeits Ire projs'r, futttire ones tire likely
to bw out, (of linle. It, is Wisetr anid salfer from it Cost, stitidptliit. to
Use It forla11 ntot. inlvin'ig ituttotilt ii increases. If fltttre )rice
levels Shiould V1ittingi, thi' jrogruunl Should t hel Ito reviewed and1 lilt-
jttsted inl tile light of exist tng {'itndit ionls1 its is now ting donle.

We SItronigly t'ccottndli ii' el 0itninlttionl of lie annu l ncealse
ftct li'. 'l'iss aso 51uimnotisly recotmmienided by tile Advisory
Council.

(b) Iletielit illd tamx base: It. It. 611000 womhil iitemist tlie wilge ba11se
for determining bveeits fronit $39000 to $3,600 it year. A corrtespoind-
itng 01it111gw Woutld hie effected inl tw hitbse for emiployet' and employee
tmixeui.

Th'lis pr'oposedi change is o)fteni justified as it iteans of ineretising
hettetits tol eoiiipeiisiite for inflamition. Sucll iii iiict'ease will lrca-ily
hitui'e bIK'c wiovuilei for byv the elituigo in tilie betief i forut11u11 just (his-
cuissed.- -1, ill addition, i he wage Iase is to i' t'tuisu'd, the11 result will
Siiiijiy be to give tiln extral raise ill betiefits toi thioso eaiitg over $;l.oim
a Yetar. Thelouitble ritise% Would not bw conthtted to those emtri'ing onily
$3.4600 it Yetar but, Wiould extetid iiidetiiiit ely into t(he hiigheri iteotnle
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brackets-to those earnings $10,000, $°5,0t)0, or $50,000 or more a year.
It, would provide a windfall to high-incoumt persons now in later life
but not, yet retired, heetuse (he extra taxes they would piv oil ilhe
differeicla , between $3l,000 ad $3,600 a year wolild fall far'short of
paying to; the extra benefits they would he entitled to receive at
reirement. To provide such a windfall to those in tile higher income
brackets would beiielit, a selected few whm are tile least in need of tile
lmoley.

1 am just reminded that. in the advisory council we were, discussing
this question, and I made the comment. that here we were, t groul) of
people, none of who had earililigs, of under $3,000t a year, talking atout
those extra bellefits for those over $3,000 ; each of us, perhal)s, tryilig to
get his share of the deficit.

Moreover, a change ill the tax base from $3,000 to $3,600 would
involve n11y administrative and other conlplications, particularly
because of the inierrelationship with other public ani1d private systems.

Wge urge the continuation of the present $3,000 limit instead of the
increase to $3,600.

(e) Benefit, limits: Both the present act and the proposed revision
by H. It. 6000 provide for multilme benefits where an insured worker
dies leaving more than one dependent. Tile present act provides for aInaxinlun aggregate benefit of $85 a month. In line wit h thle increase

in the mlaximium primary benefits produiced by tile formula we recoin-
mend the present $85 over-all ulaximiunl should be increased to $120.

Lump sum death benefits: The life-insurance business views with
deep concern those sections of II. R. 6000 which would turn the present
limp sum death paIyments into universal death benefits for Insured
workers. About this proposal the commiittee report says only that tile
extra expIenses of death impose as great a burden on those survivors
who draw monthly benefits as on those who do not. It is not even
alleged that a pressing, unfilled need exists.

On the contrary, a very large proportion of those in covered employ-
ment have already made provision for their funeral and other ex-
peiises of death tlu'ough private, voluntary action ill a great variety
of ways, such as savings accounts, Government bond purchases, ana
life-insurance l)olieies, both individual and group. The number of
persons having life-insurance policies in this'country is estimated at
about 80,000,000. Any effort on the part of Govermnent to provide
for a contingency which it has been demonstrated can be so effectively
met by individual and group efforts is contrary to the basic principles
upon which the economy of this country is founlded. We see 110 justi-
fication for Government ent ry into this field of insurance except under
a political philosophy which justifies its entry into all other forms of
private enterprise.

It is not a valid argument for the prol)osal to say that the new uni-
versal lump sum death benefit at tie suggested level of 3 months' pri-
mary benefit would be better than a 6 months' primary benefit to tile
restricted class of beneficiaries in the present law. It is neither neces-
sary nor (esirable to retain a lump sum death benefit either at a level
of 3 months' or at a level of 6 months' primary benefit either for all
insured workers or for those leaving no survivors inmnediately eligible
for benellts. Tile proper action is to strike the lump-sum provision
from the act. A benefit not intended to meet a social need should not
be retained aierely because it is the vestige of an original, money-back

046



SOCIAL sEi'iry IIEWISION 947

I iilili oif fu ll -tim lfe-i ii'.mlo aitt' -olesti1e io We' app rove' thlit pro.
visitill ill It. It. 6000tt Which'l wold i il~ilt ill ol-1ig ItItIIil l-viNoi'H

.1 ft ill-ti no' lift'- Iiisiiro uev snesinii'l evi t liigli it' is ill fact it self-

lie t lit til lit ife-i oso lilinct'(011 companies woulId i* th le t'ilotve'5 taOx

appl)1icablet to emplyei ll It'&5rliti' t 11111 til la 11rgrl rt 4' 1)11 'iehle to sel f-

Inl ( vtoitloll wvithI t Iiis provi~isioni ill 11 lit'll. IWe %wolid stretss tile,
p)01lit thailt full-tim li fi t- i osil l-Iivw soitesilel Awho 1i it' sel f-t'ol j110't't

hIt'cI i tl~vlelt vlie fot'l' ('2111 ft'nsoil l novr litit I tii de ,lt~'' oni i eg

Fel f-t'iilpltotl~.

Sti1th's til 0 t it'uit'lli(lt is sv421 it i ti tlit ltsi iitss tof prtovitding bvhit'tts

lfor iotil t n li'it 4 otli iin i so lilit' Thiie li t l iilu1it*v li llis

1(1115.le EIItlddh i v hard'h yl. t112221le ail tdit' blior ty Ill iil- rero
1ubetii o 111 at abui eill wo i esi ofisustanoo tili rmliks ilntnois-t

'ib'h'Y llshoI'le rtgii extmtely diiiist tadinter IlYPI thevre ois 1a14

4trofiiiItt'ly 21toI cliiilllO 1111(1 liigtill oer14 togt olt(ilt o te mdltyblei-
roils., itdd isatl i ty exere el it'. hift-ilu e 011111)tbeb l-eilin. rene

senlt tertliti ilt'le for (life lie l~tl~itlliliiti'been approved I) lltlt1
lion siittt of meargilt l1(Irsthe ll'tilt I. zil-doliteOA lima 1fgiale do
heg liirgilg by d i isablt io lt'le~liWlliIll l11included (f(11il it ill
ho 11141(10 iiliiit. *wtiiilleliX. toiilISllOo 151't-fO-

41111)14, thoe iiiolvg r illii uld iifOet114 111 tee of Ghovernent 151 1' 1V
thiise feligd oeet i2lliil'y lieilit if illlot mosibe to1( 10ViS t'0hliti(1from

linivs otirinol. o livl 110 llsotI wit10 (11vigi'tliedtha the Gotv-t
wonlil 1etremeuly noittrnt' iv to povie ltof (ll k 111111ei ditabitlity
would be whchier to b e d "ts it nuittof ight" i13 reill-of tor
tl ivleto aro taxes.pid

Pesn n h eefilll~ ivri it olls lrg lely be exp otrotl ot to god
bna d to (lrain expealy f tliei bie itrie rc of thles 11,1111
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type or if conditions have changed so that available jobs would pay
less than the workers had previously been earning. ''his result would
obviously be very costly in dollars,'but, even more important socially,
it wouhl be a strong deterrent to rehabilitation, which is a much more
desirable and hopeful solution of the problem of disability.

I might say parenthetically that I have been greatly impressed by
what can be accomplished by rehabilitation. It is alnazing how large
a proportion of people who are considered to be totally disabled can
be brought back again into productive activity. And'that. program
is the constructive one-to bring people back to be self-supporting
members of the community. And if vou start, giving those people
incomes rather than rehabilitation, they will oppose the idea of re-
habilitation, because they will be afraid of losing the income. I hcipe
there will be witnesses who will later appear before this conuittee
who have had a lot of personal experience in this rehabilitation-pro-
gram field, so that you may see. what can be done with this very dis-
tressing condition. I hope you will suspend judgment until you have
had a chance to hear the whole story in that field.

The CHAIMAN. Do you discuss the provisions in H. R. 6000 of
Federal grants providing aid to the perianently and totally disabled

Mr. LI NToN. No; we do not discuss that hele. We were not sure,
because of the situation that has develop ed in old-age insurance, that
that would be a good solution of the problem. I think that rehabilita-
tion is the essence-that is, the Federal system for rehabilitation oper-
ating in conjunction with the States. I think together they can work
out a solution to the problem so that it will not be necessary to set up
a special category for disability. If you hear the story you will be
able to judge whether that is true or not.

The CHAIRMAN. Yes. I did not know whether you were covering
that later in your statement.

Mr. LiNroN. After an extended illness an individual who has lost
his job or his business loses touch with employment opportunities in
his field and experiences a lessened skill because of inactivity. Even
though capable physically, it requires unusual effort, ambition, and
resourcefulness to get back into remunerative activity, particularly
at the same earning level he enjoyed before hig illness. This problem
becomes multiplied many times during periods of severe unemploy-
ment. Here again, the knowledge that a disability life income would
be lost should the individual return to work produces a powerful effect.
He gets a sense of security from the regular Govermnent benefit checks
which he is loath to give up for what he considers the insecurity of a
job. The incentives there ore to attempt to prove total and perma-
nent disability in the first place and then to prove its indefinite con-
tinuance become well nigh irresistible.
. The millions of women who would be covered by an extendhud dis-
ability program would present unusual difficulties. As t class, women
are hazardous to insure against disability because of the prevalence
of claims that cannot be disproved. It is frequently exceedingly diffi-
cult to determine a woman's attachment to the labor market. The
temptation to ' up work go home, and after 6 months claim dis-
ability would C so great that it would cause endless diflitilties in.
administratiop. The problems w ild be much intensified in the case
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of married wonien. Many wohill receive benefits when their husbands
are well able to support them.

The administration of disability requires a high degree of discre-
tion-a dangerouss feature in a (Governent-operated program. Easily
foreseen is a political club of a million or More disabled clients and
their relatives pressuring for greater and greater benefits and looser
and looser eligibility rules. Appeals wou Il)e made to Members of
Congress to liaVe improper claims approved.for cost ituents impressed
with their right, to benefits because of the taxes paid.

H. R. 6000 provides strict eligibility rules and no beiiefits for the
dependents of a disabled person. These restrictive provisions are not.
likely to hold up in view of the inevitable pressure to have them lib-
eralized. The whole tendency wouhl be to provide benefits that are
more and more attractive and nmre and inore easy to obtain. Tie
whole program could easily degenerate into a system administered
with an eye to its political effects and involving costs far beyond any-
thing which has been estimated. As a, matter of fact, we have no
confidence whatever in estimates of cost based upon theoretical dis-
ability rates. We do not believe that they could be realized in tie
l)oliti'il atmosphere which would surrounl the administration of tle
progranl.

It, is sometimes claimed that the experience of tie life-insurance
cOmplanies with disability benefits is not relevant because the com-
panies insured well-to-do persons to an extent far beyond Roperr limits.
-leice, it is claimed their experience cannot le cited as having a

bearing upon. a social-insurance l)rogramn. It is true that. the coi-
v)anes did lose lartge aiiiotts of. money on this type of insured persons.
However, a significant fact is that, under policies of group insurance
issued to workers on a relatively select basis, the percentage increases
in the rates of disability in the great depression were as great as under
individual policies. As previously indicated. those covered by social
security would include millions of nmarginal workers far below time
grade of the workers insured by the life-insurance companies under
group-insurance policies.

Senator LuCAs. Mr. Chairman, may I ask a question on that. para-
graphI

The CHAIRMAN. Certainly, Senator Lucas.
Senator LUCAS. In the beginning of that paragraph on page 11 you

make the statement that-
These restrictive provisions are not likely to hold up In view of the inevitable
pressure to have them liberaie1.

The question is: If the committee adopted that thesis, would we
ever have any social-security program at, all1

Mr. iAN-x-oN. Well, I thiiik that there are differences between pro-
graiis. You see, in H. R. 6000 there is tie proposal that only primary
benefits shall be paid and that no benefits shall be paid for dependents.
Mr. Altineyer, I think, in his testimony very definitely, recommended
that benefits should not be so restrietel, that tie Govermnnent homld
start immediately paying extra benefits for dependents of disabled
persons.

The Advisory Con cil was much concerned about that possibility.
When we recall that these benefits are nontaxable, that a man not
going to work is relieved of various expenses, the first thing you will
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kniow Oill 111"iiirinl workers. Voll will got their invomnes fromn tlii dis-
Ithility pro'visions5, prtty ivllIVI 111) 111 11111m,3 histiltices to the 1llulit

hycouild go ouft uIIIld e Tul lhi extra Il l olilt t hey could urit bty
going hack to work would he very SnIIIlI, and t hey would nlot wVllt to
dto it. D isability v IuSurauwe1 is 41- tervtickv lisinet'sm. wiwe ol oi oue
get at utIuII on tilh, disilhil ity roll,,s he is Ii~cly not to wanlt to ge't Ort
algalill.

SPtI1tor' 1XVAR. I t hilik t'IasIhere is uu11110i in whalt you saly.
Blut, iii your st ateutent you safy:

1f. It. 6(m)(I jirtutates Stri- vil tgtIlI Ily rules and it a liietia for the' de iutatA4 (it
it dililald 1k'r~~1.
And tlhellyott ipiovei'lloq~italif3 it b aigta--
Th'lese remitltivt provits av ut'uot lIkey to hldItp-

bect iusp of the pressure. Andl (lit, only3 mlit I tried to 0 utake wats this.
lIn other'i words, we fire dilig Moitre amt unllo wit1 social seviunity tilt
Iho ti hue, find it is hecaulso of tis 1)PeSure111. IIn ot her words, it S4cenied
to Ile t hat if this had hie'u th tn thesis oif thi' Init id Steis C oliguess
in tile) heginug youl probablY nievir wvouuld have had anyl% social secti-
rity whllts1)ever. * Beaulse t1011eri're at great man11y pol h diSa~gree
W~it it fl tow oil the exti'tisioii of t he coverag19 overI Wht we have. antid
it. is I10catuse of the n'essire that lis count' at long that we ait least. have
it hill before its, pen Amips.

Mr. IN'rO1N. 'T'hIet'i k 110 Ioliiht that thei lPIVISS11tti is t here. Illit int
this particular areiV, where the eilotiolial appeal is so great, it. is very
(Iifficltlt to resist it,

Senator TuAS. '1here1 ma111Y be i little diftemet int wha. I havwe ill
iid uis to t his 1)1111 icitla proibleluu.
Sellator 1BYltI). You jlust una1de the stalti'unint. t hat there would not

be0 muchl ilitTeren' i. many inistillt-cs betweenl the disability voill )IeI-
suitioi a1nd1 the a10tual etl-iru of certainly classes of workers. iave
you tany illustrations of tliut-1 ]low n111ch ilifterence oitld there bet

Mr. 1AN'VON. We do0 know this: Wheni a per-sonl becomes disabled,
sillyy ill times of 111 eniployilent when te pressurek to get. on the"
ro~ Is is very great, the Chancems a1re that the 111tounlt thait. the 111111 Could
t'arn if lie, Went back into eunplovielit would he ut111101 lower. loim ho
lItihlollit lie wals eakriit lit the t tuni' hek got onl the luetilelit. rolls,, which
1111101111t. would iletel-1titne his dlisaililitv benefits. lTheni if thet job im
i'OIIl go back to wvould tiot lil I15 id~iell 11's it. did before, lirst thing
you know hie would have iltos itsi much incoine corning in from (to
disability income ats h~e vi'ud get if lit diid go back into the Itumrket.

I dto niot. hatve a 8preitie case, Itt the problem beconlies 00har1 when
we Consider tile ealse of the marginal workers. 'That is the group
Iliost difficult to halndle. You could unuigine t he typms of peop)1le% thalt,
would bie umnider this pro~grami espiecially after coveragei hals beenl ex-
tended. Yoll have it very largo number- of thle most. I itiarlois risk.4
imaginable.I

Another thing to keep in winid, something imsually not stresseil
when discussing the lif-insurance experience, Ns the filet tlt. the
group-insuranco exPrienceO IvNTHiU1 just. about fig muchVII 118 the pX-
prience of the 11eOpl who were Sltlpxed to huve eXcessive insurance.
("nitica say, "W~ell, you insured a lot of rich people, and, of coluse, theoy
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Nvt'iit oil thie. iol 15." But tilet groupl iuisiirtiit't oil the lines of workers
wt 1)ito he ~i l t l e t aci ally , uviit ti pt Xi~it wotters. ~

Stpitor. Bytit. Could olt plnhorate t' tt init a ueiuornduii to h

could en rat whlenu t hev weot hi'h to Voik, t heit there will be colist nut
it'sist iiiwt to go ig ictk to wi~~ork.

' L NT N .m u t e r i I i t i t o w i l l l e p a reu i , i t t 1 l t u ' r a t i d 1 1 ' i l t t

S'tiiatttr fihu t I iiik t hit is it verin 1w nt it questions.
'liii ('1A. iliM~AN. All r-ight. You itt 1.(o t hat.

III pt. :1)
Seaor K uitl. I w~olild like' to Inure vou, if I-oil will. ini thlat memlo-

1Iiii ilu, givet soimit dt't nil its to y'our i iisuraiecmluyseprec
wvit Ii this progruuui.

,NIl'. INiII. W ith li tli' r 1t'rii111101itt1nad tti ul tIiSability3 pioglaiii
Su'tmiii* 1 it:uut. Yes.
Nil'. INTON. VVIN M-01l.
Svilut ii'l( Ka:iiu. Xs I 1ii iii-'st hild it, tilt,' i istirntice (10i1101 i it's liivt'

eithl abu1ti olot It till formi of i osirn tnt' or. g'r'utly re'ducetd thir i
t'ovu'ruit( of it. O r wvluit is t he sitinlt iollf P

'NIil. W01 r15 V'l ight at ftu' th li'iislist toits u'x jieuit't'1 of thlie

thir tie's, privi'llyv t';'t'ryodv Nvitlilrew~ fromt th lI! di'1 . Thleii thlert

a t'v ext rt'int'l high anl tOlie perstons su'ltet nId its risks nrt' vu'rv t'tire0
fillh- t'otsiulu'ed to svethalit t heir invilmts tire utot 1 ikt'ly to ?1il I otr.
''llis rt'dut'es t lit probability t litheity would he Iliktely to lipply iii
liiopei'13 for. tilit dislbilit y inicomut. *In gu'litrl, tll1w risks itasuretl
ItirPen verve rest ritted t'liss.

St',uitorl( C~aa oll yolt givt' us tilie bu'ut'fit tof in foirimation ,,,lo~vihg
%wlutt. thlit prit'iilii t'ost tl lit'istainuro' t'(iiiiliuiitts w'lteu Itey wu'ru gt'lt'
t'in11 I tct tvt ill thlit field, Itid th lit'tltert'iiu't ill cost tif thlit proiimu'
1111d tle splei'tivity notw its comitliit'd to wvltt'u t hey wetrt' gt'iierlly ill

MiV. L~iN')ON. I thilk W(% ctit gt't sonitit inforiiat ioul that woiild liw
ItelVfutl to tilit u'onlilii t'u

'11 lit('iIA11CMAN. We' would lit Very glndi to htn1vt it.
NIra. IuNrION. It, 1-01 int o huntlr11eds ot' ntillionis of dJol lii's foi' t1lit

Seuit lor K:uma. 'flt inforninlt ionl is n1'itilnble?
INi'. IAN'roN. Ytes, if you (-til girt' us it little tfillitp. 11"' t'nut't Ituuro

it for Y'oii tomiorriow, of tot'e
Tl'IM (111Iu.RiuuN. Wte Will Ili' pleasted to livi vonl (to thalt.
Setit Ior. Nivri1S. If wet t.itlud omlit foi't t'e inutuiitt or, se'paraite' tit'

qut'st ion of tflip (ltiFei in such it pwixgi'aii tilit sonit' 1~pt'til'uiiglit
lpi'tssiui't to relttl m tit r'ogri h'uetli wotei' t'a'uiu's ialtt N.
8soin'liallt. simlilar I to tilit hentk'f it if thety~ 811ould lt'tij't tilit'-rgri
if we t'ould Set'l~aitiN that$ for it miomnt, dto you be'lieve thetmrt is it
1iped i

,Nit1'. LINTON. 'riterte is ino doulbt iHbout it thalt thit distreOssing es'Of

disibiih.i.. soebing wichel we ought. to (to Somethlinug ntholt. I x

1ui'tst'itttd l1t'reI on lt, t'nn be' lone through rt'httbiijttion, esupecilly
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the perliCtagt of people who appear to be totally disathld wiri can
be brought back by proper rehabilitation ittto the status of earning
members of society. And that is the thing, of course, we all walt.
People who have had direct tirst-hattd eXperieltee with that, could give
you some interesting information.

Senator MAly' 1s. Evenl forgetting for the ntoment tihe rehabilitation
program, undoubtedly there must. be many distressing eases of perma-
nent and total disability.

Mr. LINUMN. There are.
Setator Mynrs. And if we could overcome the adininist tat ive diffi-

culties, if we could overcome the pressures-and, of colrse, I hose "i r's"
are capitalized-do you think tile collllittee should give t louelttfitl
votnsideration to inclulding in the almdltnent b.fort'e Is some help and
assistance to lose who are permanelltIh and totally disabled ?

Mr. LINTN. Well, I believe some elp antid assistance, primIiarily
through rehabilitation-

Selnator MY1as. But I an spe, asking of those who cannot be
rehabilitated.

Mr. TAINWTN. The question is wheler the States should take care
of the residual problem,[ as they are doing today: or whether it is a
problem for tile Federal governmentt ; whether those wiho Imldle those
people and know them in their cottimuit its are iot better able to do it
than a far-away Government in Washington. That is n arguable
thesis, I think.

Senator M,'mis. Are the local communities doing Som ethinig today?
Mr. LINIVN. They tire doing something today.
Senator MVlsls. Is that ill tile nature of relief, or assistance?
Mr. I,IN'roN. I think that a needs test. is frequently attached to it.

Qf course, thm wlole reltbilitat ion program could he st rengtlhened if
tte Federal governmentt woult itake Itrtger graltts to it. A lot. coul
be (ole itl thtat field wlich would ielp to title titese people over the
period during whict they are getting back ott t heir feet agaiti.

Sea1tor MYrs. You 't1en1 thatit the local cotuntttttitis might be
better able to take care of it if tile Fedetal (loveritttitt gave larger
grants

Mr. LINTON. if tile Federal Government gave larger grants ill tl
field of relttbilitation. Tlen, if there is local Itt'ed, for example,
ttntoltg tile families, tile States couhl (Io sotnethilig to iel) lleet tie
need, But the Fed'ral (overmnent's ptimtary ob jtctives would be to
get these people into a productive earnings sittitntion agail.

Senttor MrUs. But we have this problem of lit ttttl)ttlattced bIldget,
and most folks aret asking for a reduction itl Federal expenditures.
)o you ttink there is much likelihood that we might Imt able to

develop sich a program l
Mr. LINrON. Of Coutrse, the ntomtey to itiy for extenditIg disability

benefits wohld be substatital. It. is at very Itrn, item itt the hog run.
If you adopt it. you would be embarking ot a program wlich may rin
itp well over a billion dollar a year. Ei fact, I think it may aitount
to nmelt iore than that, becattse of the intangible factors we have
been talking about..

Senator Myras. Then it is youi view that these needy cases could
be much better taken care of by local' communities with soine grants
ipu aid by the Federal Governmentl
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Mr. lvo,'ni. For rehalbilitation prinarilv. Yes; I cerlainly think
that ought to he thoroughly tlisenssed. And whenl you get t he evidence
you will be able to judge for ourselves. I think it is very ini'presive.

Sellator l.jU.ks. 1 tight sliy that we had a very conlvtiliing witness
iloig that tite from tile Stlate of Alabalni. As I recall. he recoli-
Iiiended Federal aid in this fiehl to the States. But he gave us tile
hist ory of a iiiiluer of cases.

Mr., I lArNi,. I have never had aIIny personal colltict with rehahili-
tation. bit tilt facts that have heeni presented. to tile have beeii very
impressive, indeed.

Senator' lv'm. Mr. Chahi'nIan, would like to ask this question.
The ('i.mn.t.kN. All right, Sellitlor Byrd.
Setnat or Mill). voll stressed, Mr. litliot, tile rehlbilit at ion feat ure.

Now, N1ou1 would have tha it dole bv tile States. would youl I Or by tile
Federal (overnment
Mr. li n'ron. No: I tlhiik tht, Federal Government should play a

large' part in tile relhabilitation programs, Which is atil expensive otie.
Senator Rvpm. I meatin, woul the Federal Goverilent actually dto

it, Irform tile service?
Mr. l'INTON. 'lherte are flailities ill the States for teicoilnplisli ig

rehabilitate lt ion l'here are hospitals and other institutions il. the
States doing that job. They should be strengthened. I thitik that, is
thie safe way for ite, (lovertnlent to go about it, tile object being to get
lopl black to work.

Senator Byton. The idea is that Federal Governuent would make
a gianlit to the Stats and tlit States Would ititteh that?

Mr. IANrN. I at not sure about tile natehing, oti rehabilitation.
As I say, I havt not had close enough contact with the workings of
tle relhbilitatioi progranil to express ili expert judgment on it. All
I can say is that it is a tefitl that. ought to be described to you by those
who kii;w tile whole story.

Senator Bilt). Of course, if the Federal Governiient utidertook it,
that would opeti a very large field.

All. LINTON. Well, the Federal Government already is doing a lot
in rehlbilitation now.

Senator IlVIm. l)irectlv?
Mr. LIN11N. Yes, I think it is very largely directly, but in coop~el'a-

tioti with the States.
Senator ilv'u. That is what I meat. It is now done, as I under-stand it, ill cooperation Witlh tile States.
Mr. LINTON. Bit till I wanted to say is that I think it is a field that

should be vet.r thoroughly explored.
Senator lt). However, your recommendation would be that if it is

extended it. should he dotie through tile States rather than have the
Federal Govermtent directly do it?

Mr. ItNTON. I feel 1 don't know enough about, the way tie Federal
Goveint'imit goes iit o rtitubilit nation to answer tht. (let tioln directly.

Senator Bvit. Now, another question: You stated that it billion
dollars is too low for the cost to the Governmnent. Have you ay
records that would show whut. you think the cost. would be

M'. LIuNUM. The diflieulty is to weigh the political and other pies-
sures Which would enter into tile picture.
. Senator Bmtin. I mean taking this bill as it is now.

SOCIAL, SECURITY REVISION



SOCIAL SECURITY REVISION

Mr. LINTON. I think the figures which have been presented by the
Social Security Adinistration, based upon theoretir'al disability
rates, are correct. But I don't think tile theoretical disability rates
would hold up in practice, because of the other intangible factors that,
wouhl enter into the picture. And you cannot estimate them.

Senator BYrD. Oil page :1 you state that-
The first-year cost of the revised progriain Is estimted otfkllly at about

1% billion dollars.

That is not tile total program of social security, is it
Mr. LINTON. Oh, no. That is this old-age and surVivors insurance

progI am.
Senator Bvnn. In other words, that is what this particular bill will

add to tie costI
Mfr. LINTON. Well; that is not all addition.
Senator Byna). You said: "revised program."
Mr. LINioN. The total cost of tile revised prog'alm is estimated of-

ficiallv at about one and a half billions. We are already spending
abmut*700 millions. I believe the figure is.

Senator Byitm. You mean this program plus the present progrant ?
Mr. LINTO-N. The total would come out to one and a half billion.

It is not oite and a half phis what we are now s pending.
Senator Bym). I gathered that. impre sion. 1 wanted to be clear
Mr. LIN'rON. I ant glad you brought that up.
Senator ByRD. You say:
'he first-year cost of the revised program is esthnited oflhelally at 1l

billion dollars.

And then, down below, you say:
In ternis of Iollars these represent costs ranging from 8.3 to 12.6 billion dollars

a year.
MI'. LINTON. Well: that is 50 years hence.
Senator B'itt. Fifty years from now
?rIt,. LINTON. Yes. ",0 say, in other words, that by tile time people

now eitering tile labor market are eligible, tlhese figures would apply.
Senator BVnua. You mean the time at person ntow entering is able to

retire, 50 years from now.
Mr. LiN-rom That is the year to which thlse estinmtes relate ill the

Social Security Administration's projection. They estimate the costs
on a low basis'and oit a high basis.

Senator Bv-m. As I understand your summarization of cost a com-
plete program, should this be adopted, would be one and a half billion I

Mr. LINTON. TIhe first year it would cost that much.
Senator Bym). The first year. Then it would gradually increase?
Mr. LINToN. That is right.
Senator Bym. To between 8.3 aid 12.6, in a periodd of 50 years?
Mr. LINTo. That is right. You will find tltose figures tit t little

pamphlet which the Social Security Administration has plrepared,
whichi no doubt you have.

The CHAIRMAN. Mr. Linton, this phase of tle matter I am sure
you Itiust have thought, of, and it must have been considered by the
Advisory Council: If this recommendation of tile House committee,
contained int H. R. 6000, is not. approved, what will be tile effect on the
worker in a covered industry who is building up his benefits and who
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nttually becomes Iotilll" 111td lirii init ly disabled is llot able to
ret urn tot his work? lave vo any suggestion us to how we could
provide for lhe nin lt lan lce of his isui red stat us

Mr. pii n That is a very import ant question, and I think it,
should be muarely faced. If a'nin were totally disabled, and it could
be cer ilied y the pro)er authorities that he were so, then I think the
Federal (ol';,riunit might very lpropelv contilile his credits to old-
age ind survivors insurunce (Illiring tle l;eriod of his disability. And
tlhat would be a very fuir thing to do, so that ho wouldn't lose his
rights.
The Ci IIM.\. So that his insurance status wold not diminish?
Mr. Yi're.'es.
The Cii.uM. . Ie ceuhl nintain it at the level that lie was- nmin-

ailiug it when he became totally alnd periuialeitly disuhbledl
Mr. li N'ron. Som reasonablrincile could be worked oult which

I think would he fair, so that lhe disabled 1u1ui who had been earn-
ing iiC0ume in covered emplovment, coulh have earnin.rs credits niaii-

taiiied during tl1e period otf hs dis4bilitv. If theft, could be some
l)rolpvr cetrtlicat ioll to tle Social Securitv "diuiust rut ion that lie was
totlallv disabhd, tlhen I tluiuk t1w Federil (Uoveriutent might properly
give lhin earning credit during the periodl he was disabled.

The ('ii.Nm..N. And if he rIet urned to the labor market ad if lie on
ccolliiit of disability. though partially restored, had to acel)t a lower

in'oiiie or lower salary ?
M'r-. I 'i'N. Then 1 should think lit would go oil the basis of his

lower salary.
Of course, tile diterelnce in beielits for a low-paid worker and it

high-paid worker is someti hes not very great, oni account of tile way
this formula is set I .

The ('li.\m..'. V uinderstlnd that.
Mr. LuNiro.N. But I wouhl think that the problems could easily be.

solved.
The ( I think that an important consideration is involved

there.
Mr. 'NI T. It is. you are right.
Senator Byil). One more question.
The C(iim lim.. Yes, Senator.
Senator Bylfn. Mr. Linton, do you agvee with this report. nuade by

th( actuary of the coniniittee us to the cost? It is on page 13.
Mr. Li.'ro-,. That is the one we were talking ahout V
Senator Byima. I was talking about your statement, the st teuent.

you Made. Now, on pa ge 13. it starts at $1,4701,0t0,000t in 195(l. In
1955 it is $2.600A()0,000, in 1960, $1,000,000,000, and in 1970, 16,90,-
000,000. In 1980, it is $8,300,000,000, in 1,)90 $0,3o00,),000 , F nd
in Ihe year 2000 $11,300,000,000. That is assunling that there are, no
changes, as I recall, in this present legislation. Do you think that
that is fairly accurate?

Mi. Li-roN. he figures you have lust given, as vonu will see. from
tile leading in this table, are intermediate cost esthiates. The Social
Security Bnard estimates a low cost and a high cost. I think you will
find these tiures are midway between the two. That is the reason
whv they differ slightly from'mine. I gave both, tile high and the low
cost estimates.
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Senator Ilm), You gave tile high and low cost as $S .00000,000. and
12,i000,)O ait the enid of .50 years.
Mr. LiNrON. That is right.
Senator flynn. 'l'hev give it at $11,300,000,000.
Mr. WnON. Vell, that is the inteiiediate cost, you see. They have

taken halfway bet ween tlie two tigurts.
Scnlltorl Il .'l) That is not halfwav bet ween them.
Mr. I N'ron. Well. tile diterelnc, e I's that disability is ill their tictnres

anlld iiot ill mine.
Senator lvi1. Disability is ill their figuns, and for tili, yea'v 12000

it is $887,()0,00. Of course, I u1,iersta ti all of tiis is ien'Vly ani'st huitet.
Mi'. ]iAN'r N. That iS right.
Senator lv)-i). 1)o von thin k this is an itilliate that is as ii direct

Its could be lasetaliniil at this t illie, al'sliling that the legislation is
not extended

Mi'. LINxr. On tile bIsis of tlt' theo'elial disability rates, I have
no doubt that tile elaiilations are correel. lut, as I sald. I have verv
gravet doubts as to whether Vou wouhl ever hold the actual rates withiii
tile t lieoret ical rates, because of other ecoisitlerit ioils.

Th10 (.I.MAN. It other \olids, y'ou have to have assumptions.
A nld alssuilln r those asslnmpt iolls to 6e tille, to be avtlll'awe, a1d to bw
c'rrTt with tht,'mselves, then you think these tigi res aie, tile-
oret it'allv f

Ml'. LINION. I ti think so. The Advisor" Coiuicil was interested
to) see th at tli'se calculations were 'oIcl. W"e had a man1111 fromi one of
lit large life insurance companies in New Yo'k come doi\'n andi review
lie 'llellhlt iolls of tile allt il'\' of tlie Social Sectluritv dlnuinistri'atio.

lie felt that the woi'k was as'well done as could have been doie using
tlhe theoretical bases lie had to work oin.

Senator Btlran. Sow, voi' ligutes do not inelide tile disabilit v
Mr. tx'rox. T'llat is'right.

Sellator ll. Why is that I
M r. I.NToN. I dioln't illt it ill becallse we hoped yol wouldhut illt ro

ditce it into the legislation.
Senator llBl). All right. Thank Vol very iiuli'.
Mr. LININ. W i strongly' irge tlit tile Ifnited States Goverient

not enter tile busilless of providing total anld periunlent disability
benefits under the OASI program.

Federal grants-iii-aid to State assistance program: It was clearly
the intent of those responsible for tile social-seeurity legislation of
1935 kknd 1939* that public assistance based on need should l su)rdi-
n1ate to so ial-iusitraui'e bvietits granted on tile basis of covered
eillploinllet. Though n ,ecessarily extensive ill tile earl' year", of the

progr mi, it was fully expected thiat lssistaniee would iec'line ill impor-
tanice as social insuruteo increasiiglv took over the l)robleims of
dependeuiy'v and would evet nIalhy i'etazn no more than a residual role
ill the soill-seeurity field. So flr this lils llot been rvalized. Rather
it. appears that the measures taken by Congress in recent years and
tile changes proposed in this bill- would encourage tilt" growth of the
amistanlce progran.

Despite the existence of OASI mnd the relative l)rosp ritv of the
country ill last 10 or 11 years, theniber of beneficiaries of old-ago
assistance lilts gone tp itaiout i million. That was altogether different
Am 1111t. mgi ntm 1iW~ aim thint nmrcurm -,v in~a~u__l
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Two facetor's Ilirt icularlv.1 set'ni re'sponisible for this trend. First,
t'e Ft'derai ('1overiinit'nt CS shalrt inl tinanci aig tit he ssistaulct ilts irleldy

beenl iiici't'astd rellit ivt'ly to that of t lie Staltes-ilcludintg payments b3'
loi'l govt'rl Intel't (,-. 11; oild-ligt lissistituict, for exaik'll . it hits heei
iiicrest'd f I-oaii tlite origilial that .5i0 pt'rcent ma11tching basis up1 to)ia $31)
1ithtlly paiymen'lt for ay onte indlividual, to 75i percent of tile first $20)
of livt'rm' ioliti1113' jliylnt'lt land onle-hllf theii'tafter. Witlli tlidi-
viduil InnItciibit' Iixiniunlli raistd (o $.'i m onthI. As at result , manly
Sthatles hilv beenl abli' to reduct' nua1teria liv tilheir shit'r of th lt t i a
titit ll%, itpjitt' tilt' faet that such total oultlt tlalhs hteen substaIit ill l
iucrtst'd by realsonl of lite ileiicretd Fetiul a itl , . LI. RI. 4100M1 now pro-
p)oses to liit'ralizi' tilt, forlaII still fuarthter by providing Ft'deraIl fullds
t'iliI to Sol wict'mit of th in ts $D)~ of th ILn' avt'ilt month1(lyv plit'lnt iper
rtecipitent. pills ont'-lniif of thilntxt $10. plus oint-thirtd of tiit' ]text $1.

sevonilyv. lte tyja' of iniit(chiug forlaII wv~ich 11. It. 16100) would
fiar-th ia' vr IIt l izt' is out' Which wNY itd t'nconragt'ar st atts to iucert'ase thet
liituibt'i' of recipients oif alssistilc anef'its whlilte holing down thle
alVeciliit( Plivint'its or t'vt'u rt'ducing tilt-ill. This vital be ltetter Iliidt'i-
Atooil bv tonuidti'j ig thlet following" figures biased onI exist ing ]law.

A aId t liiek is aI I it t It' charIt r. or it(t It-'l alt', of I iguIIres. IlIe i.

F~ilrsi i~~ii' Naiuir o Outlazy tader e'dO tui luw
.4~urui'o muonth ly ljuyinoit of! uivrug' auged r't-Iiui. - -

mlOuuii Vill"; ~ lu .ul'~l liu

VA, . .... ....... $1 A) SItM $Axl. S400.

S ......... .... .... 5 IMl IR) 25

It isech'i t hut tiit Sthatle. 1wb v nIv '20)ia ionitii to '21) rip ients
canl for tlIt' saint' Staltt ouitl. Iy ); &o bringo twice ats m1u10 Ftterall
nIoin'y into t lite Stlt iitas by payving~ %;tit inloit Ii to ,- rtecipienits: ori itai
bring. ill lii f ats niu1cliagilit', by paingil $1)ta itnonitii to 10) rt'ciph'nit"

Fut lteiirt'. it St tte touldt rt'tllic' its vulut'it ivtl'r t litlick.
pluylliet'its. inereast'e th lit'liiliilt'i of rtecipie'nt s. illeit'tust' t bge total] outly,
antI4 lit thle slime' lthte dt'crt'ast its twn tiiny-.li beeciiust' of thle iii-

tite Ilmsillilit its iilleit'tt ill this sitilit ion couitd ltend to 'xc't'tigly
11lol~ ii 'esoilit. detvelopmenlt'ts.yo

setiitiii M1yrli. Mri. Liiit on. doelts yoiur expetrienie inictatte to yo
thalt stiitt's iivt' bt't'n following thalt p;rovt'ture?

M11. IiNTOiN. MV. 1R. A. Ilohitis. oif New York, dteliveredt an inter
test i lg ainrss inl Ohio a1 few wt't'ks aigo. Ini tiut lit' galvt eXtulpit'u4
You will fil tlt there is at tt'ilt'nt'v inl that dirtettioii, Whhi Woiiuld
bet still niort' accelerlittd if this nt'w li'ogramnll should go into effect.

Of eotnse, you know Whatt is going (in inl Loulisianall, Whteirt 83 tr-
colnt, lilplroxiilil'y, of till those' over 65 alre oil tilebt'nt'tit I-oils. Thle
aivellgt' nion1tly payit'nplt. peri pt'r~on is $47. Wtell, thalt is q1uiite iiitlical-
tiee of whallt might lit possi let.

se'illtor. Blul. Who pays, that $,47 f Whitt is tlit proportion?
Mr. LNrjoN. 'Te Fedtlt'ra Governmetnt paits 1ll) a slibstatil sharev.

I dit not. Niave' thit bicaik-down. I wouldn't be surpriisedl if the F'ederi
6 ove 'in euit.'s "Illire was atl. least 110 per'euit anti maybe more tima that,

Senator My~lus. H~ow does that $q 47 payment iLouisinai compare
with the rest of tile states?
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Senator Binn). You gave the high and low cost, as $8,300,000,000, and
$12,600,000,000 at tie end of 150 years.

Mr. LINTON. That is right.
Senator Byne. 'I hey give it. it $11,300,000,000.
Mr. LINTON. Well, that is th intermediate cost, you see. They hlve

taken halfway between th, two figures.
Senator BY). That is not halfway between tile,,,.
Mr. LIN'NON. Well, the difference is lhat disability is in their figures

anld not, in mine.
Senator BYRD. Disability is in their figures, and for the year 2000

it is $887,000,000. Of course, I understand all of this is Imlerely till
est inmate.

Mr. LINTON. That is right.
Senator BYRD. )o 'ou think this is in est itimte thit is its correct

as coul be ascertaine d it this tie, assumling that tile legislation is
not extended?

Mr. LANTON. On tile basis of the thcoretical disability rates, I have
no doubt, that tile calculations are correct. Bit, as I said, I have very
grave doubts as to whether you would ever hol the actual rates withiii
the theoretical rates, because of other considerations.

The CHAIRMAN. Ini other words, VOl have to have aSS11lll)tiols.
And assuming those assUil)tiolls to bie, true, to be accurate, 0llld to he
correct within themselves, then you think these figures lre, tile-
oretically?

Air. LINTON. I (10 think so. The Advisory Commicil wis interested
to see that these calculat ions were correct. W'e had a mun from omie of
the large life illsUrance coinll)lies in New York come Ol(wi and1(1 review
the calculations of the actuary of the Social Security A(lilinlistratioi.
He felt that the work was as'well done is coul have been done using
tlQ theoretical bases lie had to work oin.

Senator iBYrm. Now, your figures (10 nolt include t lie disabilityy
Mr. LIN' ON. That is*right.
Sellator BYRD. Why is that I
Mr. LINTON. I (li(li't lit it in because Ave ho)ed you1 wouldn't intro-

duce it into the legislation.
Senator BvYnII. All right. Thalik you very much.
Mrl'. LINTON. We strongly urge that the United States Government

not enter the business of ilroviding total and periuaent disability
benefits under the OASI prograni.

Federal grants-in-aid to State assistance program: It was clearly
time intent of those responsible for tho social-security legislation of
1935 and 1931Y that public assistance based on need should be subordi-
nate to social-insurance benefits granted ol the basis of covered
eml)loyment. Though necessarily extensive in the early years of the
progr4,,n, it was fully expected that, assistance woulh decline in iipor-
tance a- social insurance increasingly took over the problems of
dependency and would eventually retain no more than a residual role
in the social-security field. So fii, this has iot beei reilize(l. Rather
it al)pears that the measures taken by Congress in recent years and
the changes prol)osed in this bill would encourage the growth of tile
assistance, program.
. Despite the existence of OASI "and, the relative prosperity of the
country in last 10 or 11 years, the number of beneficiaries o old-age
assistance has gone up about a million. That was altogether different
from what was anticipated when thi. program was inaugurated.
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Two factors particularly seem responsible for this trend. First,
the Federal Govermneit's hare i n financing the assistance has aheady
beeii increased relatively to thai of the States-includ ng payments by
local governments. It" old-age assistance, for exalnljle, it has been
increased front the original flat 150 Ipercent latching basis uilp to a. $30
lnothly lynment for aiiVy one illlivihltuil. fo 75 percent of the first $20
of average lotithly pa'inent and one-half thereafter, with the indi-
vidual iiilit chalile inaxiniuni raised to $50 a nlonth. As a result, mauy
States have been aide to relive materillv lheir share of tit, totaloutlh, despite t lie fact that such total otil, has beei substantially

iincrilsed by rleasoii of he increased Federal aid. H. I. 6000 ]low 1)ro-

poses to lib,ralize the foriilh still frthrerby roIviding Federal funds
equal to 81) percent of the first $25 of the average aonthlily paynieit per
recipient. pills one-half of the next $10. plus one-third ;f the next $15.

Secondly, the type of matching formut which H. R. 6000 would
further liberalize'is one which would enourage States o increase the
Iiilllibelr of recipients of assistalice benefits while holding down the
average payments or even reliiig them. This ean be better iider-
Stool Iy c:cnsiderilg tile following figures base(I oil existing law.

A id there is it little clillit * or little table of tiglres., here.

Fedora simre Nii'r of Outlay tinder existing law
Average imiOnlihly initelt of vragQ li ged I ld relp- -. . . .. .

paymienti en Stale I'Meral Total

$ .......................... . $15 20 Sltot ct*t $t0
.............................. 10 IM t1) 2AM

-- - - - - --- ------- ---- 3 5 lIM ISO 250

It is clear that tie State, by Iaylig only $20 a month to 20 recipients
can111, for lie sanile St ate oliltlav (;f $100, r'ilig twice its nuclih Federal

i lly itV into he State its bV paying 4,50 a iInolitl to 5 recipients or Ciall
lirig ill half as iuchi again ats iv by paying S 3) i Imontli to 10 recipients.

Firtlheriore. it State could Iedue its ciirreiit average assistance
payiietits. increase the nIi||tilier if recipients s. increase tlke total oltlay,
and at. tile sale tile tlecrease its owll oitliy-all because olf the iii-
creased Federal subsidy resulting from the change. We believe that
the possibilities inherent in this situation could lead to exceedingly
iniwhliolesonie dlevelom)nenls.

Se111(01' MYEIS. Mr. Lilit(hi. (lSp o'ir experience indicate to you
that States have been following that procedure?

Mr. LINTON. Mr. R. A. 11olais, of New York. delivered l an inter-
esting address in Ohio a few weeks ago. In that lie gave examples.
You will find that there is a tenldeney ill that direction, which would
be still more accelerated if this new program should go into effect.

Of course, you know what is going on ini Louisiana, where 83 per-
cent, al)proxiinately, of till those over 65 are oil the benefit rolls. eh
average llolithly lyment ei- person is$47. Well, that is quite indica-
tive of what eight be possible.

Senator Blno. Who pays that $47? What is the proportion ?
Mr. LINTON. 'hle Federal Govermient )uIts tl) i substantial shaie.

I do not have the break-down. I wouldn't be surprised if the Federal
(overnient's share was at least 60 percent and maybe more than that.

Senator MymWs. How does that $47 payment in Louisiana compare
with the rest of the States?
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t|onl li etlIi ol tile li|sixtaot'e rolls to rei 'he low p|yin itis Ill order to obtain
addltioital ,tFe(leral ftnd.

Mr. LINToN. All'. 11on1s, in t1e address lIre\ionsiV referred to, cites
the example of Mlisissippi which in the sptce of 2fitontts titereased
the Federal (iovernneti s contrilit ion by $36 000 ,000, while illerells-
ing its ONii outhiyV only $33,000,000. It did this by illere'tsitlg the min-
her of rectil)iettts by nearly, 20,t)0 attd raising tile a'eragte benelt only
$1.:0, frt, $11t.8)( in Sepeniber 11i4T to $18.80 ill .1 tine 1949.

Senator MAyrs. I low would you correct, that. situat ion, Mr. Liniton?
What. would Ilt your suggest iol?

Mr. LINON. f think, of course, if tle sharing were on it 6 0-5 0 basis
it would hugely correct itself.

Senattor Bwu). 'mhat is tte otly wvty it (thl be corretet, is it not?
Mr. IAN . It wothl be t tost eietive wty tocorreet it.
m1ite eltatuge itt the ,ot ao ittI stirv ivors inlsuico l prov isiolisshould

rapidly reduce tite httrden of th(e assistance progratts. We cait see
n1ojust iticition for tite proposal of II. It. 6000 to iitcrease further the
Federal grants Sil)porttitg them.

Tat is tle end of ihe statement on Ieitif of t lie two organizat ions.
Notprolit orgtiiztt iots: 'lhetre is one mat ter I would like to present

oU My O(NtI, if I titity. It did not. appeal importiatt enough to he il-
clutled in the fortill statement by tte two orgiatizatiotts. Nevertile-
less it. is an important matter. TRtt is a needed clitge ilt the helleit,
formttula for employees of ttotptlrotit organizat iotts.

'Tlhe employees of niolprolit organizations ttttder II. It. 6000 wottit
pty the regular elttloyees' taxes uiim their earnings. Ilhowever, tie
tiottprofit. orgattizat iotts its employ t's would have it eltoice as to
whetlter or not they would pay their half of (le total pay roll taxes.
If tltev elected not to pay, thelt tile employees would he given credit.
for oneo-hnlf of their average credited wages.

To thIose not familiar with the working of the formula, this would
give the impression tiato, since only otte-ltlf of thte wages would he
credited, the benefits w(uld likewlso be reduced to oite-ltalf. 'T'ilt,
however, would not, be the case. Because it hetetit formula weights
so heavily the first bracket, of inottt, crediting One-half the wages
would result itt benefits for tle higher paid workers rttttittg u ) to
mtore tl ltitn 80 percent of the loriil hettefits that wouthi have been pitid
had full taxes beet collected. A dangerous precedent would be set
should ittN favored group of peol)ple be lble to receive excessive benefits
itt.)ro)orttt to the amouttt of tixes tle (lovernitent receives.

lterutore, itt some ittstatct's, it ttonprot, t'organliztion Inight
find it, Imlore advllitgeolts to l)trClthlse piVate pelSiOltS With tlllOlllltS
equal to the taxes they had elected not to pay to tle (overunet.
This, indeed, would beatt itttotttalotis, utsOtittd, 'sitttuatiott. ()bviotsly,
the fair thing would bo to pay otte-ialif beitefit whett only half tax is
paid.

As soon as tht basic betnefit. formula has been determined, a. corre-
SpOnding forittulh catl easily be (tvised to itpply to wilges earited il
tOtll)rofit organizations, so lit. otte-half benefits wouli be paid when
the employer did 'not. pay Ihis alf of the tax.
'Thle CiAIRtJAN. Inl other words, you woui measure the benefits

there by the amount actually paid itt, soto speak?
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Mir. LiNTON. If oIit-hlalf the tax comes to the, (o'ernment, tIln
tie benefits shllould 11P one-l f. IhNl' 11. It. 0i00t. it might, il thw
cast, of t li higher paid workers, run till to .) or S0 percent.

TII ('i.htM.N. Yes, sit'. Is t lI'rt' aiv't ling else, Mi'. Linton
Mr. Lix'ox. That is Its fili' as in'' fONrmal statetnt'nt gtos.
Senator ]liitr. 1 assault \'-u a it faiilii r. Mr. Ilinton, will thw

Brookings Institution's investigation nd1 report. Would you giv'
It,- s.:MP, idea as to that ?

Ni'. LINTON. I doll't Ikow to what eXtenit (1 lt'0onuit tt' Illtellith
ii m t\I.Ni' I'a'adI that report. It is ai extensi ye ,tatetnu'nt on thew subject
of social sit'tii'itv. 'lhey poillt out learlv how datge'ous to tile ecoi-
oMv exciessivO s'cial-sewiit v benefits oultd be if addd on to all
hi otetr txpinditures wli'hi tit' (lhveriieint is making. Tiwy gi v'

foi.' Ipossiblh soliitioiis of tlhe old-lige ilnio' le problem.
One is that hllelits should he aid onlv on a nts test. Well, I

don't helie'e that would work ill th is colilt i'.
Then they disi.it,;, as .i seionld alte.rnat i V', a lv\el lb'i'lit for ever

eligible old'perso. Yon Iniv'e alhreln hIliard ia lot llhot that. W\'ell,
I doi't believe thia wouhl evter work ill a 'ottllllvy like ours, Willi
its wide va'iations in living stanlards.

''l'ev di.t.i.,s Iii sotial-seen ny hhai flt s rise to a ilgur'e which
wonld )iit related to total earnings aml wh it-it nigilit represnt com-
firtlilh living. so to speak. ''hev feel that would I, a mistake, and
so d) we. as indicate il in out' olng -.tate'illenit.

'l'he, they discuss another suggestion which is that all eligible old
wrsoits in t lit, country sholil nei'i, a i mi'nu lhwit which shni
w t ineased at'iordi g to their wage riods up to a relatively low

inaxiiu.
It is ve'ry interesting that. a lot of other people hav' been think-

i ilong that liine. It Would tIallnl that w' would t'ell the old-age
p)riilm as a unit. We would not divide it. betw'eei ti.osto who hald
attained d age 65 before or aftei act retail (late, oi' whether or not thty
had worked in covered employment. l have bten much interested in
seeing how that could be worked out. in connection with II. It. (W1o.

h first, step would be to extend coverage to ill gainfully tm-
loved pli'sois to the maximiniii extent possible so that ttiwv would

ti to pay the pay-roll taxes.
J'lio new' ,etmenit in the p|ograin would be to extend the old-age

and sui'vivors' beiielits to all pi'esnt t'etired persons over age t65. You
wouhl determine retirement by an earnings test, its w)ltd be done
unier 11. R. 6000.

For example, those earning over a given figure vioulil Ihve their
benefits reduced b, the 'aniings above that figure. That is ono way
it. could be dtoiie. o would, of coutle, find maNy retired people who
hid no wage Credits at ill. You would give thnm, NwO wll say, the
mininiuim in I. II. lt0)t), $25. If a man had an eligib: %i,, slhe
would receive another $25, making a total of $50 for tmil aged retired
eoliplo with no wage credits or with wigt eredits wlich would not.
qualify for more tlmn the miiummmi. 'lhoso Who hail wage records
whieh would qualify for more thiia the mininiumi would receive benle-
fits determined by the formula finally adopted.

These payments, then, would take tho place of all Federal grants
for old-ago assistance.

961 ~' I
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Senator BYRD. That would be jointly administered by the States and
the Federal Government?

Mr. LUNTON. These benefits would be paid right straight across the
board on the basis of an earnings test, and would replace all Federal
grants for old-age assistance. If the States wanted to add anything,
they could do so.

The existing beneficiaries under old-age and survivors' insurance
would have their benefits recomlute(d on the new basis. H. R. 6000
does provide a formula for recomputing benefits. After a certain
time, of course, in the future, only those who had been in covered
employment would be eligible for benefits. However, with universal
coverage there would be very few such people left, and they could
be handled by the States alone on an assistance basis.

The benefits under the proposed plan would be paid out of the
.current OASI income. Rough estimates indicate that the cost of
doing this would just about be equal to the current 3-percent pay-roll-
tax receipts.

The CHAIRMAN. They recommend' the abandonment of the reserve
entirely?

Mr. LINToN. Well, under this plan there would be very little in-
crease in the reserve after it had been put into operation. And those
who are worried about the reserve could have their worries alleviated.
And the interesting thing about the plan is that its eventual cost. after
30, 40, or 50 years would differ very little from the eventual costs of
the present program. But you would take care of the present old-age
problem, which is, of course, a vital one today.

There is a very unreal distinction between the present l)rogn ms of
old-age and survivors insurance and of old-age assistance. Under
OASI a man can pay in only a few dollars in taxes and receive a
large benefit. The other man, who didn't pay a cent of tax, has to
have his benefits determined by a social worker upon the basis of his
need.

Under the plan being discussed you would make the same type of
change in the formula for survivors' benefits, both for present and
future beneficiaries. Nonworking widows with children under age
18 would be paid benefits upon application, and likewise for dependent
children where the mother is not living, all subject to the earnings
test. Of course, the availability of these as well as the new old-age
benefits would be widely publicized.

This plan would also replace the Federal grants to the States for
dependent children. I think you havJ had pointed out to you some
of the abuses that have developed under that program. You would
then have this revised OASI program taking care of the two problems
of old age and dependent children. If the States wanted to add on to
either or both programs, they coul do so; but there wouldn't be this
jockeying back and forth as to the Federal share.

The a(lvantage of the plan is that it would solve many of the prob-
lems which are very disturbing under old-age insurance and aid to
dependent children. It would remove the shadowy distinction be-
tween those who do not qualify for old-age and survivors insurance
and those who do qualify by paying a very small pay-roll tax. We
would begin to do for the present aged what we are attempting to
have our children do for us. That is one'of the worst things about this

/ - '
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program. We are providing that they are going to do for us what
we are not willing to do for those who have already retired. It would
solve that problem and at tile same time put a salutary brake upon
excessive benefit levels; because if we seek to raise benefits with taxes
being used Ul), then we would have to raise the taxes.

Now, one of the disadvantages-and of course, it is not an open-
and-shut question-would be that y'ou wouhl have political pressure to
increase the minimum benefit. The offset to that would be the neces-
sity of finding the money to pay the increased. benefits. We would
have to increase the pay-roll taxes.

Of course, there miglht b?) pressure to substitute some other taxes for
the pay-roll taxes. However, I am inclined to think that the pay-roll
taxes are now acce )ted by people generally because there is such a
direct relationship between what they pay and what they get. It is
one of the few taxes where such is the case and for that reason people
are willing to pay them.

I think, therefore, that the chances are that the pay-roll taxes could
be held But you are a much better judge than I am about that from
the l)olitical angle.

One important aspect of the program would be that we of this
present generation would have a clear idea of the cost of providing
for old-age and survivors benefits. We would not be relying upon
interest on a huge reserve fund to carry part of the load in the future.
Nor would we be as likely to provide benefits which would prove to be
dangerously burdensome for future generations.

I am inclined to think that the pressuree for some l)lan of this kind
is going to grow as the years go by. And I can't help wondering
whether it isn't something that should be thoroughly studied while
the amendments to the act are now being considered. When this act
gets set, so to speak, it is hard to change. No change has taken place
to amount to anything since 1939. It got all out of gear because of
changes in the price level. This type of plan, I think, would tend to
keep the whole program more in line with changing conditions. It
would keel) the old-a ge assistance from getting out of hand. It
sounds revolutionary, but we are up against real problems which
demand attention.

I am not here saying it should be or should not be adopted. How-
ever, it seems to me that while in this state of flux it is something
that should be thoroughly considered and pondered by your com-
mittee.

Senator BYRD. One more question, Mr. Chairman, please.
The CH.ARMAN. Senator Byrd.
Senator BYnD. Mr. Linton, you mentioned the resei-ves, which, as

I recall, aggregate something like 35 billions.
Mr. LINTON. For all the trust funds?
Senator BYRD. All the trust funds. Now, have you made any esti-

mate as to how much this present bill will increase the reserves or
diminish the reserves in the next, say, 25 years?

Mr. LINTO"N. The estimates are in this little pamphlet that you
referred to. They are on page 10. It just shows how difficult it is to
get at the facts about a program of this kind. You will see that on
the basis of the low cost estimates the reserve at the end of 50 years
is estimated to reach nearly 175 billions of dollars. But on the high
cost estimates, the fund goes into the red in 1992.

60805-50-pt. 2--52
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Senator Byam. You had better take the high cost estimates, had"
you not ? That is our policy now: to .o into the red.

Mr. LINTON. It just shows how difficult it is to get any real long-
range estimates. If it ranged from 175 billions in the reserve to a
zero reserve in 1992-

Senator BYRD. Well, we all know when we start this it. is going to
irow and grow. Those things have always happened and always will

happen.
Mr. Linton, if the program of taking care of the present aged should

be adopted, and you would not have to worry about any such figures
as are in these estimates, you think the reserve will take care of itself

Mr. LINTON. The reserve would take care of itself.
Senator Myzus. How did the Advisory Council look upon these

suggestions, particularly the fourth suggestion, which you have just
elaborated upon?
. Mr. LINTON. 'The Advisor, Conicil did not discus that report. Its

report was made at the end of 1948. This idea has been suggested
much more recently than that.

Senator BYRD. r. Chairman ?
The CHAAIMAN. Senator Byrd.
Senator BYRD. The Brookings report, I assmue, could be considered

by tile committee. If it were in order, I would like to make a motion
that a copy of that report he sent to elich member of the committee.

The CHAIRMAN. We plan to have some of te lrookings. people
down before the committee. I think that is a direct, way to get it.

Senator BYRD. Yes.
Mr. LroN. As I said. I think the plan which they favored was

one which involved a needs test.
The CHAIRMAN. They do make those four suggestions as you out-

lined them.
Well, I have not been able, myself, to give it anything like a care-

ful reading, but I am already conu eating with the Brookings
people, and they will be down at a later (late.

Thank you very much, Mr. Linton, for your appearance here, and
your contribution to this problem.

Mr. LI-TO. Thank you, sir.
The ChAIRMAN. Mr. Carton? Mr. John E. CartonI
You are the president of the Police Conference of the State of New

York, I believe.

STATEMENT OF JOHN E. CARTON, PRESIDENT, POLICE CONFERENCE,
STATE OF NEW YORK, NEW YORK CITY

Mr. CARMN. That is correct, Mr. Chairman.
The CHAIRMA. And you are appearing here representing the

conference..Mr. CARTON'. I am. And in addition to that, I am president of the
Patrohnen's Benevolent Association of the City of New York and a
delegate to the National Conference of Civil Service Employees Re-
tirement Systems.

The ChAIRMIAN. Yes, sir.
Mr. CAm.,-. And I also would like to add, if I may, Senator, that

Present here this morning are the heads of the line organizations of
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(lie New York City Police I)epartment, and we also have the presi-
dent of the Policewomen's Endowment Organization ill tile city of
New York.

'rhe Cii.\nI.x. We are very glad to have them.
We will be pleased to hear you now, Mr. Carton.
Mr. C.r~o. Senator Geor'ge and members of the Senate Finance

Committee :
On belmlf of the -10,000 members of the Police Conference of the

State of New York ill 190 cities, villages, amid towns of New York
State, we wish to express our appreciation for the opportunity of
being heard before this committee.

permit us to make it clear that we do not oppose the extension of
social-securitv beinefits to those who need them. We are here to ask
that you specifially exclude from coverage ill this bill policemen and
publlic-emplloyee mnemnbers of retirement systems.

We believe that H. R. 6000 ill its present form is tile biggest poten-
tial threat to our security which we have ever met. It is ourpurpose
here to state this for the record and to urge that H. It. 6000 be amended
so that it is nio longer a menace to us.

()ur members are policemen ill the employ of the political sub-
divisions of New York State. They tare all members of retirement
systems which have benefits far superior to those of the present social-
security program. For instance, a patrolman in New York City may
now retire on a mininmm annual pension of $1.900. A member (f
a rank higher than l)atrolman retires on a prolort ionately larger
amount. A widow of a man killed in the line of duty receives all.
aanul pension of not less than $1,900. We see nothing in tile social-
security l)rogram which compares with this.

We have always been opposed to inclusion in tile national social-
security program either by direct or indirect methods. We had every
reason to believe that omir position on this matter was clearly under-
stool by our legislators in ,Vashington, 1). C. During 1949, our
individual indil committee representatives were assured that we and
members of public employee-retirement systems would be excluded
from coverage in any social-security extension bill. Then II. It.
6000 was passed without, the specific exclusion we so earnestly re-
quested.

In place of time Specific exclusion, we find that H. R. 6000 contains
some vague language and a dubious referendum provision. Previous
experience with vague language has taught us that it leads to endless
in isuinderstand ing, controversy, and costly actions before tile courts.
We deery this as unnecessary ail(] avoidable.

A test of the H. R. 6006 referendum procedure as applied to tile
New' York City police pension systems discloses a result contrary
to reason. It appears that 62 percent or nearly all tile required two-
thirds of the voters could be pension recipients and could vote for
inclusion in the socialsecurity system with no personal loss since the
New York State constitution provides that their personal pension
benefits may not be diminished. Here we have a most, dubious pro-
cedure whei-eby men with little or no equity might vote to the disad-
vantage of other men.

The Cinur xN. In other words, they would have nothing to lose?
Those who aire the recipients now?
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Mr. (AMrO. lhat is true. The people who have already served
their milnlill tine anld those who are already out on pension could
out vote to the extent of two-thirds of the entire llenlbers of the lwn-
sioll system.

IThe Ciimi.n.%x. I hey would have nothing to lose, because under
your law their benefits 'eol not be dinihelihd, and they tiight be
persuaded to gain something by going into the Federal systeiln

Mr. CArroNs. That is what we feel, Senator.
The CHAiRM.N. Yes, sir.
Mr. (,%trro-€. We propose that, this potential confusion be, replaced

by an amendment, which needs no intterlretatioti and about which there
can be nol douht. We request thnat section 106 of It. R. 6000 he anletlded
to strike out sections 218 (d) (1) (beginning with line 10, p. 82, to
and including line 17, p. 83) and substitute therefor the following
paragraph:

(7) Ruch agreenilt shall txcllude all pollicemitel an11111 lh' etiiployees In posi-
tions covered by a retirement system, its previously defined iti subsectiot (it) (4)
of this section.

We pray that tile Setate Fillance committeeee concur with outr col-
elusion o1 this an1(d will assist ill recommending the requested aniend-
ntent as reasonable anld necessary.

In the past Ave have plhced ou contfidence iin tile promise of former
Senator Robert F. Wagner, whon we alwilys considered our friend an11d
a father of so eial security. He was awalre of 0ur positiotl ill this tllltter
and assured us that such legishltlion woul never interfere with our
pensions. The p'eset hltnguage of 11. R. 0'00 inspires us with 11o
continuation of such coifidetlce.

To Senator Herbert II. I ,lmnil for his ainoied williniess to
support 1 our efforts and(1 to Senator Irving M. Ives for his kind offer
of his able assistance, we tire most grateful. For the courtesie's ex-
tended to us before this Senate conunitttee, we are most appreciative.

I would like to give tile cotntlittee a few facts which I have obtained
from our New York office since Wednesday. I have attended several
of these tileetiigs, and a nutnber of the Setnators hive asked certain
questions, and I thlink these facts may answer then.

The CIAIIMAN. Yes, sir. We would be very glad to have you do so.
Mr. CAnTION. 'hank you .
We are the only State in the Union which has tilis provision ill its

constitution. It is section 7 of the New York State Constitution.
After July 1 of 19140, membership in dtoy pension or retirement systeii of a

State or of a civil division thereof shal he a contractual relationship, the elle,
fits of which shall not be diminished or Impaired.

This was passed by the people of the State of New York, November
8, 1938, and is still in effect.

Senator' Mi~rFS. Did I understand you to say you were the only
State that has such a constitutional provision I

Mr. CAMTON. That is true, Senator.
The taxpayers and the various municilalities in the State of New

York at the present time are required to pay from 7 to 20 percent
of pay roll for pension purposes.. Because of this constitutional pro-
vision, we feel thlat notwithstandilig a referendum they cannot deprive
us of the pension that.' we have contacted for with our respective
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Imuiicipalities. Therefore, we feel that as far as the State and tile
Inlunicipal it ies arec concerned, .It. 6;(00. ill its present foral, would
I ierelv add an additi onal burden upon the States. And we have ill
the State system 140,0(h) members. Ili the New York City systems
we have (lose to 175,000 members. So vou will see that it is a big
item ill regard to tilt- State.

lit insofar as otr individual members are concerned, we feel it
Wolil iaeriely 11(1a1 aidlitional tax upoii them, and their chances of
receiving ally benefits under social security would be remote.

A statenient was muade before the conuimittee on Weduesday to tile
effect that eivil-service employees. two-thirds of then. go out a lld then
go back into civil service., They are trying to extend protection to
them.

Now, I have sone fits ill comiectiol with tile New York City police
department. li the year 1947. 87 members left our department out of
till entire persOlIliel ot 18.860 men. Iit 1948. 65 iteni resigned from our
department. Il the year 1949. 44 members resigned from our
department.

Now, general statements have been made ill regard to tile inade-
quacy of social security wlei compared with our local pension sys-
tealis. )u miiell pay an1( have heenl paying ill .1h actuarial pension
sVstem since 1940 as high as 17.4 liercenit for a 20-year retirement.
We have a 20-, 25-, and 50-year retirenlent ill our svstein. but we (1o
pay as high as. for age 21,'17.40 Percent of our salary. And if we
desire stirvivors' or widows' benefits. the men are required to pay, ill
addition, as high as 5.75 l)erceit of their salary.

This system is an actuarial plan. Siice lW40. 8.300 men have eni-
tered tlhe system. They have a real vested right ill it. And to place
ail additional burden upoln them, we feel. is unfair, and we feel that
we represent, civil-service groups. We are not its powerful ias sonie
of these iationial organizations. It is hard for us to muster our
strength, amd so forth. But we feel that ill a tinle of depression or
reeession, even though it were to lie of a temporary nat ure, our officials
back hone are likely to get panicky aid, through this compact. eiter
till of olur lew flien, particularly , iiito social security. We feel it.
that would demoralize tile eatir-e police departments throughout tile
State of New York. and you would iot get tile type of individual that
is now and has beeni aspiriiig to tile job within0'our owni departntelit.

Only recently. 27,000 meni applied for tile job of patrolman ill the
city of New York. But if you offer social security ill lien of local
pension systenis, I fear that'you would not get one-hundredth of the
ImenI that ire now ap )lying.

Tite systems are Ii hem a. However, our local people know nthat you
olnly get just ANh-at you pay for. Policemen were tile first employees to
receive pensions. it was not granted to policemen merely for s-ervie.
They recognized the hazards and risks of life. And that is what it was
graiited for, more than for actual service retirement.

If you desire to put us into social security or make it possible for
our local officials to do it, you will materially" dellete the forces within
our city. We have at the'preseit time 6,600 men who have their time
in. We liai e 8,00 tired members on the rolls. In other words, vou
would almost double the cost, to the city of New York if we are forced
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into social security or our local pension systems are threatened ill any
respect. We have 4,26 widows. 'Flint is out of a personlnel of 18,000
liell. You must agree that they can niore thal Puat us into social
security, if 11. R. 6000 is left in its present form.

'here is another unique thing ill connection with our pension system.
During the year 1949, 255 men retired from our system. Of that num-
ber, 30 Percent retired for either service-coniectid disability or ordi-
iary disabilityy. The average a1 e for service retirement was 416.1
yeais. The average age for disability retirement was -13.9 years. The
average number of years of service imi our department was 22.9 years.
Tim average number of years for disability retirement ailloullied to
17.1 years.

So if you feel that you desire to give oul: employees some additional
protect ion over itod above what t lei i local prot ect ion syst ell gives to
their, through tile inlediui of social security, you would finld that our
peol)le have more than suflicient time to acquire the nmaximum benefits
under social security since tile ai'erage ret irement age is 46. It varies
ill niinicipalities, but most of tile systels are built around ours.

Now, the Comptroller of the State of New York just learned that in
1940 they took policemen out of their local pension systels in t he St'ate
of New York anid put them into a State retirement system which was
composed wholly of enloyees ill sheltered occiipat iols. clerical worik-
ers, amid so forth. And now he finds, after 9 or 10 vealr's* experience,
that the retirements of policemen, notwithstanding ihe fact that they
are ollv one-fourteelth of the nmlbership in thii New York State
retirement system-that the retireients of Iolicenen are five times
greater than" for all other civil-service employees ill tile State retire-
meat system.

Aud' as I say. in closing, policemen have always regarded their pen-
sion, and particularly the cont ribution made, by the municipality
toward their pension, its deferrel compensation. " Salaries of police-
mon have nev been exceptionaly high. And this has been tile policy
of our city and our State since 1857.

I iurge that ,you go ahof, with us and accept tile nineiihinelits intro-
duced in tile Senate by Ienator. Herbert 1,0lnan and also Senlator
Irving Ives. Thanks again for this opportunity to present our cause.

The ( HAIRMAN. We thank vou very much fo: y'our appearance hero
and for your contrilution to this proflem.

Is there any question?
Senator MYmts. I understood tile witness to say that there is no

system ill the State of New York that pays less tini the amount set
forth ill I. R. 6000.

Mr. CAirON. 'Fliat is true.
Senator Myt.s. That is. there is no systeni that pays less than the

increased benefits contemplated in I. R. 6010.
Mr. C\IrroN. That is true.
The CHAIRMAN. Thank you very mucl, Mr. Carton.
Mr. CARTON. Thank you, Mr. Chairman.
The CHAmi t,AN. Mr. Spradling? You may h: seaid if you vish,

Mr. Spradling.
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STATEMENTS OF A. L. SPRADLING, PRESIDENT, AMALGAMATED
ASSOCIATION OF STREET, ELECTRIC RAILWAY AND MOTOR COACH
EMPLOYEES OF AMERICA, AFL, DETROIT, MICH., 0. DAVID ZIM-
RING, GENERAL COUNSEL, AND BERNARD CUSHMAN, ASSISTANT
TO 0. DAVID ZIMRING

N'. SIM'.IIMxo. I would just like to11 state. Mrl'. Chairman, if I may,
that acCoMlPanving tie here this morning is Mr. Joseph F. Fahev rep-
resentati e of I)ivision 5,)9, Amalgamated Associat ion of Street, Elec-
tric Railwav aid 1 lotor Coach Emuplovees of America. as well as our
chief counsel, Mir. Zimring, and Mr. Cushnman.

The ('I.%IR%.%N. Will YOU 110W ideiltifv \'ourself for tile record?
Mm1'. SPH.%Dmx(;. I a1 the president of tihe Atualgamated Association

of Street. Electr ic l'ailwav :a1d Motor ('oael Emlplovees of America.
Our oliers are in I)etroit. Mich., in tile (Iriswold Building. 1214 (ris-
wol St reet. l

The (ii.\iii r. x. We would be very glad to hear fromt you.
M1r. SMIALING. The Anlalgamatedi Association of Ste et, Electric

Railwav and Motor (oaeh Employees of America, AFIl. is tie dolmi-
lialt 11iioll ill tile field of transportation of passengerss b.y streetcar aiid
mliotorbums. Our union has been a pioneer in the establishment and
extension of protection for tile worker against the hazards and in-
seec'rit. of old age. We, of course, selp)port tie general objectives
of H. R. 6000 aid the geileral posit io of tile Alnerican Federation of
Labor on H. It. 6000. It is Iy understanding the President Green is
scheduled to appear before your committee soon to state the federa-
tioli's posit ion.

The CIm.iM.%.\. Yes, sit'. lie will be here.
'Mr. SP.m.ixo. With tile substantial increase ill the'life expectancy

of American workers there is an increasing nulimber of older employees
whose needs in connection with protect ion against tihe incidence of old
age require colgressionaI recognit ti. It is important, too, that work-
erls who have not had tIle benefits of tIle old-a -e aInd sitrvivors ilisilltalive
provisions of the law should be brought within the scope of the pro-
grain. It is also important that the basic provisions of the program
be made adequate by an overhauling of tile benefit structure auld an
upward revision of tie benefits on a basis that will make such payments
realistic in the light of l)reselit day needs. It must be recognized,
however, that private pension plans will cont imilie to exist and will p)lay
an important part ill specific industries ill insuring that protection in
old age and against disability and illness will be adequate imn the light
of the particular circumstances presented in each illistrv.

We aie concerned here today with one special problem w'hieh seri-
ously affects many of our nienibers. which is not adequately provided
for by H. R. 6(00) and which requires special recognition byN tile Con-
gress. In recent years several large private transportation systems
have been taken over by municipalities or public authorities. , Some
illustrations are found in Cleveland in 1942. San Francisco imn 1944,
anid Chicago and Boston in 194T. The acquisition of other privately
owned t nuisporttition systems has been considered or is being col-
sidered by other cities* or subdivisions of States. Approxiniatey
50,000 of 1, Illemlbers are employed in transportation systems which
have already been acquired by mnicipalities or public authorities.
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Mr. CorI:,,. That is correct. Anil event ually, as Senator Lucas
pointedd out, in the course of many years, it, would go down only. to

$10. which is the tiinmm beneit fo- ait person who is fully insured.
The CHTuM,.AN. That is. under the present law?
'%[. ConEN. Under the present jaw. 'I'hat is rigIt.
The . Anl |uder 11. It. (o0 it would go down to $25?
Mr. CollEN. That is o'rect.
Senator KErr. May I ask a question at that point, Mr. ('irnan i?
The Cn,\uM.\i. Yes, Senlator Kerr.
Senator Knir. Now, if 1T. R. 6000 is passed on a hasis which covers

all eml)oyees of municipalities and similar identities who do not
lve their own retiremlet system, would t hat within itself take the
group of employees here being disctissed back under the act, so that
their history Wolil be uniinterrupted except for that period of time
between the day they were takell over by tile mnimmicijllity and the
(late of the passage ofil. R. 6000 with that language in it.?

Mr. ZImRINo. Not necessarily, Senator Kerr, because in all of these
properties the men, tlmromgh their organizations, have separate pen-
sion systems supplementing social security, arrived at by collective
bargaining. They set then up either on an actuarial reserve basis
or on a different basis, and in most instances when the municipalities
took over the private operations they also took over the collective-
bargaining agreement plus the pension agreements that existed whea
they were under private ownership and control. And the pension
systems that atre in effect on these properties not publicly owned have
been arrived at and are being arrived at, through collective bargain-
ing. So they have pension systems. Now, whether one can call
them public pension systeims-they are not merged with the State-
wide pension systems or municipal employees' pension systems: they
are separate and apart as a rule.

Senator Kmut. )o all of them have such systems?
Mr. Zi.trwwo. Yes.
Senator Kstnu. In each instance that you have referred to, whenl they

were taken over, they already had in effect a pension system arrived
at through collective bargaining, and which has been ratified and is
being carried out by the new einplo yer I

Mr. SPrADIANo. That is correct.
Mr. ZIMRINo. Yes.
Senator Luc, s. If I might. follow up the first, question that was

asked, let me ask you about the employees who, at the time of the
transfer to the municipal government, did not have the full coverage.
How eventually would their benefits be affected? Or would they be
eventually lost completely?

Mr. ZIMINwo. If I may answer that, you are right, Selntor. Those
benefits, in the ease of employees who were not fully covered, woull be
reduced zero in time.

Senate Irets. If they had not rceived full coverage. in other
words, at the time of the taking over by the municipal government of
Chicago, they would ultimately lose all pf the benefits they had put
into the plnn?

Mr. ZIMrINo. That is correct.
Senator LuCAs. What about the employees that had been hired

since the date of the transfer to the :public ownership? Do they
have any protection under this bill?
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Mi. ZiMiaxo. They do not. Those employees who have been hired
since tile dile of acquisitions of the prolel:ity 1)3' the public ageiy
would not have ally protect ion under I. R. 6000.

Senator lU(c.s. I'hen if I i1n11 correct, there are two dlist itct prob-
leis for this committee to consider.
Mr. ZiMaxNO. III Conilection with my answer to your last question,

Seltor, if a property should be acqvluired from 11w oil, that is,
front 1911t1 oil, iiew employees lired by, thlit newly acquiring ag4enIcy,
(hie pubilic tigelicy, w~ouild be atit omiat icll covered. kild you would
have th e aI.oluialoiis sit uation of t he eniiidovees. for instance, of the
'hicago Tranisit kiut horil , w which became p ublicly owiled ill October
1i.-17, tihe new employees. hired subsequent to October 1947 by the
Tritiisit itthority. nit being covered by the act. if H. R. 6000*were
not ainended; while tlie employees lit were on the pay roll of the
Chiatro siiifave li.es on the date of acquisit ion by tie ('Ihicago Transit
Aut hority would all be covered.

Selatoi' Krim. I would like to ask this question, then. As a gen-
erl thing, do these pension contracts arrived tit through collective
bi'gaiiing have it provision to pay the elil)oyee upon the reaching
(If a ('ertli age a1 certlin amiount,'less wliatever they may be at. that
time receiving from ()ASI i

Mr. Zi3t.tNGi. The pattern of pension agreements is a mixed olie,
Senator Kerr.

Senator K.:an. With reference to these partictilar employees, what
is the general pattern

Mr. Zi iiN i. With reference to these particularr emlployees we are
discussing, that changed their status from private enilloyees to public
eml)oyeesO

Senator Kit. You told us that, their pension Iprograms carried
right, over into tile new set-up.

Mr. Zni mni. Yes, they were distinct and not related to the aniount
of social security benefits. 'lhey were separate benelits.set 1l) under
separate povisi.ons. either a separate agreement. or within their wage
ag'ellellt, that did hiot state that their total pension inclusive of
social eeilrity shall be thus and so.

Seiiator l6:11. But their penision programs generally %vere on the
basis that they would receive a certain aiiount its a pension, or. that
is, for life, upon ret irenlient, at a erltaili age, irirespective of what they
might have 1mnider (ASI or aiy other programin
Mr. Z11RaINO. Aid I Might say, in fairness , that, of course, those

standards of the private peiisioli agreement were considered in tile
light of the exist i ig and expected benefits from social security.

Senator lIrm. lilt that is the general situation?
Mr. ZimRiNo. That is the general situation. In fact, Senator, in

the Chicago Transit Authority present. agreement covering pensions
there is ait additional clause 'where tlie Chicago Transit Authority
sets aside 1 penlit. its had been doie by the private company before
acquisition, and the men set. aside I pei'cent of their earnings into a
separate fitid, in order to guarantee to the men in addition to their
pension benefits tit nder the wage agreement, so to speak, their primary
social wecuritv benelits that they had at the time that they weie takeni
over by the public agency; witfi the thought that ultimately they will
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be brought uniide'r tlil' social-security program aid theln they would pay
flit taxes directly to tile governmentt.

Senator 1Klll. Is not tile general ptteri of pellsion agrtenellnt.
more and more becoming one that has this claracteristic: that tlit-
t'inI1loveI will receive it certain aniount, and that til emlpoyer will pay
that. ainoint of that certain amount which that employe is not
ing under OAS1

Mr. ZIMItINO. That has been tit' pattern developed ill tit most recent
months. But thty have been applicable largely to noneontriliitoryplans.Senator Kmat. Ani they are not features of the groUlj of emndoyees

which you represent ,
M. 4IAMltIuxo. No. Thtse enplovees reptsented by tlis union hitve

followed the policy of trying to eslablish sound plans based upon voi-
tribution b" tit euinplovet} as well as the enploytr to a reserve.

Tle (nCuim M .\. l'ha4nlC you very 11lil.
Senator KEitiI. I would like to ask one more quest ion.
The ('IAIIRMAN. Yes, Senator..
Senitor Kii. Oil theso programs, either tile comnpayi st'fs uip t'el'-

tai funds or the company and the employtes sel up cetl:ain funls to
l)ro'id for lit' payments of tile betlits thlls Specified which were ov'r
and above the anlint which both tit' employers and the emnploycts
were paying ill to social security I

Mr .ZiAitINt. That is correct.
Tilt' ('m.llit'MAN. All right. Mr. Slradling.
All'. SPRiADIM. N.I. It. 00t) does, in ia st'nse, recognize tit prollem 1

have outlined to vou. It. fails. however, to provide definite assilllce
that lit, gross it'qui ites piesentttd by tile transfers to pullic owntl.ihip
will be fully aund completely met. .As we iuderstall section 210 (a)
(8) (B) of*11. I. 6000, einl)lovets of it privately operated transit sy's-
temn taken ovtr after 1936 are covered if they vere emploved lI,% illt
private system at thel time of transfer to pul)i operation antl huit bet'nen'iil'l( prior toi that time. 10:iiployees hiiretd after public operat iou

lgan are not covtred. For exaile, ',nlplovtes of tilt chicago lt'ralls-
it Authority who were emlnpoyed by the privately operated system it
tie inctption of public operlaion iii 4T 17art' ovt,'red, but th t se hired
since that tine are, uiider 1. It. (00l, without protection under the act.

hlo result would 1w' that solne of the employees of the authorily will
enjoy tite protection of tile net and till ever-iutereasinr iiun1bel would
have iio such protect ion uilder tie law. Emlployees ofsystelms such ais
I)etroit or Se'attle, which were piblicly owned prior to 19301 would
be entirely excluded.

Moreov'er, the lrotection afforded the limited number of employees
covered( by H. It. 6*000 may well be illusory, for section 210 (it) (8) '(B)
further provides that as to a transit system acquired prior to 1950 a
political subdivision operating the trau'nsit system may exehite all of
its employees from the protection of the act'by simply filing within it
stated period a statement with flit' collector of interim' revenue to tile
effeet that it does not favor tile inclusion of ally of tile individuals who
became employees in connection with tile acquisition of tile private
transportation system by tile political subdivision. This is indeed a
curious kind of protection for suth employees.
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Thl'l( i' iet fit Oi. t iccaigittit y ill thlit Pill pdoye-es of a 03'N private
Svst etus tiel vel. bY't hvt St ate govenIltiteiita iiititit a ft etr 1950 nplpnrvl't 13
w ilIl linvtit a tit otatit' co(verage t(11. Rept . No. IA, S Ist C'ont.I st sess.,

I'Il act doess piov id e for'ia syst em of voci ttt ar ov e agI'it ill sectioni
21S by atgtveent bit weeti at State anti. thea Soiail Set t.Iv Adi is-
tuator. Ill thle opinion lot)f iiilist expert s. its with (itlie Adlvis;ca*'3 CountcilI

tile mteotid of'sit~ ilie E"-ihtieth 1 ( iiiiress* a 1tlitt tit' covetilge is
tIt1VV('55:t t'a:s oplpoasedh to 0 oil ittit(lilg~ o e. lit adiion11 ie t'et
InittitS ate- tet11initini liv tlie Adiatitist rato' foll failure of the State
to vary tin(t its tgreviiei't. ant till ttSuch'i (lists tw lemetloyees whlo en iiitt
wit hll (iIlie, l:ux'ei enit liteverl agnti cotme mttivdt' ie s'et -tp (see. 218
g) t2) antd 218 (g) (3) ). Moreover, thle St ateI iouy t erntiate ft(e

:tgi'eittiit tiii'niy reaoiii after 7 3'eli (i o etu wraci Isev. 218 ( g) ( I))

ITheY give Itoi teal a-sit tatllei that tilie etttll~iees wolil lie birouti~
w~it hin ilte -scople oif tdie son in I-110,ctt1% Pit 1014ito1r a.

lil'~ et' ul'('lili t. to lite report o;f t lie I Hlse Coilittit v oil Ways
111i1d Meztiis ol I 11. t00, ti et'iiihiv who is worinilg ill I transit

a itvi oiver' fromi .'llitit l epiolit it 1 silbidi visioi Wvltlli ittit le covieredi
eveti tligli Itis emp ~lotymtent w ith (Illitli elevessor piliblic i lst t'ttttien--
fiiiit3' Avt5 coiver'edl iilliyittetit Iii.'aii se (if t(lie fitet t hat tI l diltial-
isttttii (if thle Socmi SvvctilY 3 Act ill tile i'esliect ie Staite hull ('IItPe'l
inlto it v'olii ti'3'lr utgt'('vltetit piiovidiitg for covet'uigit of th liempijlo~yeesa
of such i list t'niittetulit N (11. it. 1:l()()$ .) 7; li8st Coiig., 1st sess.). It.
is cleari. therefore. til;t tille prit'SS 0PVoIiIItIy iagreteent will nlot.
serve t4) lt'lctiittl3 inisit'e t livese t'iilli3'ves' of litet loll.

''Ther'e is, of votfl'se. ito liasiv t'easou; w-It%- all ettplovees cetgetd ill

soiiild-secti'litv' pit'graiit. Yout' Advisoi'3 ('ottieil oil Soc-ial Sevti'lit y

sess., S. D oc. No. 14!.), Apir. 20), 19)18, Ii. l~). WI urge y'ou to tiiieitd

IThe ('iit.% BM.. Mr'. Spt'ttdliiig. hauve you1 ori vlii 'ounel prepjartl

Mrli. zim ittii. Nio: we hazve init. We' wiiiitell to ireserv~e, if we could,

oif thlese Ituit t't ill detail. 1111d1 ierlila is suggest iti' tltlliiieltts.
Tile' ('i.iiM.L. Yes. Sit'. We Wil be ]lie Ftileased" I ll lii ( 'l 10 so,

mill we would li e "ry glad!t II)ltiiie vou sliggest ( lie a itIitiiiitt thit
is. foututihit 1-v it. fill. iiii g1iltia it('( itt. least, n ulr inifoimtution.

Is there any~thintg else 30oil wish to sayt it s?
Mr. Sii~iitN.I believe tlt is till:.
T'le ('tI.AIRM.A. TIhtauik v'(i very much(l fot' your tippeuirance. and we

will le glad to hil'e youl fle I1 lesppleuieittile iivilora nlltill I that, Noll
speak of. And I would he lilelise, its 'hiiiiiin of thle colliiniittee, to

Mir. St'uAIiNO. Trltiuik y*oul, Mr. (iiltan.
The CHAItRMAN. Mir. Jmseph F. Fah~ey?
Ylu may lie seated if YOU wish. Please idlentify yourself for the

(17!"
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STATEMENT OF JOSEPH FAHEY, BUSINESS AGENT, DIVISION 589.
AMALGAMATED ASSOCIATION OF STREET, ELECTRIC RAILWAY
AND MOTOR COACH EMPLOYEES OF AMERICA, AFL, BOSTON, MASS.

Mr. F.IIMY. I 111 JoSe'ph Fai'v. Ilsitiess agent of division 5SI.I
Boston, of tile Anlligamted Assoi(tiol of St re't Eltri Railhay
andl Motor Coach Eml'o3yees of America, Anmerican Federatiou of
Labor.

Division 589 represtnts approximately t,000 ellpiovees of t lie Met -
ropolitan Transit Auithority. Most of tiest empllovees WeI'e originally
employees of tile ]loston levated Railwa.y Co. priior to August Ai,
1947. Tie Boston Elevated Railway Co. wias a privately owned and
operated company, and its employees were covered by tie old-ago
and stirvivors Insurance provisions of tlie Social Securit v*Act. It oper-
ated inI Boston, and in the metropolitan area. In 19-7 the Boston
1plevated Railway Co. was acquired, pursuant to State legislation, by
the Metropolitl 'Transit Autlorit vl ail list riunlelItality of the ('onl-
monwealth of Massachusetts. The MTA priesetly operates ilssCllgel.,
streetcar, subway, and bus service in Boston and vicinity.

Senator K.R. PIardon me. You say that tile Met roiolitai Transit.
Authority is a Atate agency?

Mr. F, ImxI. It is a suildivision of tile State, sir.
Senator KEmr. And is the transportation system, then, owned p1i-

IIariily by tile State rather than by tile city of ]hoston ?
Mr. FA HY. Yes, sir.
As a result of tile chlalge to pmblle Opelrtion, Our1 mlellbters t'iisttd to

be covered by tile provisions of tie'Social Security Act. The loss of
benefits under that. legislation has been detrimental to tile welfare of
olr mnt'mbers. Tiute statement of Mr. Spradling. our international
president, has shown how the transfer front private to public owier-
ship subsequent to 19:16 (toes opt'rate to tile disadvantlage of employees
of the public operation woile r were formerly einployees of tile private
c~iilpany taken over by tile governmental ulnit.

Senator K-Rn. Mal' I ask a question, there, MIr. Chairman?
Tite Cn'IAIIMAN. Yes, Senator.
Senator KERR. You are familiar with the pension contract which

the private eloyees had before it was taken over by the State
Mr. FAnIIY. Yes, sirW.
Senator KERR. Was it a contrilItorV contratt
Mr. FAiny. Not at that time, sir. It. was a centribntory propostio,

but it was not funded and was strictly al assess llelt matter whereby
the employees paid half the cost and tfie emplovers paid tile other halt.

Senator KRR. Then it wits contributory t
Mr. FhIEy. But not oil a funded basis.
Senator KERR. Not on1 al actuarial reserve basis?
Mr. FAIEy. That is right.
Senator KERR. Now, was the anlount that tilt' company' paid and the

employees paid at that time programed separate and" apart and in
additioIl to tile alolllt which the employees and tile com pall paid the
Federal Governmentt for the old-age ilsslistance program Y

Af'. FAIP.Y. 'That is correct, si'. It wis Sealrate and distinct.
Senator Kmt-. When you went under the operations of tile Metro-

politan Transit Authority, or sincethat tine. hits tht're been at change
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II ladle iI II t( I jKisi oil JpogliklI o!f the el I Il doces as het wee II t hem Itndt t hic

141r. Fmil m-;. Yvs. sit': thieire lilts.
Senal~tor'I' li.il. Would I-u g'. ust ile iit of fie iinformiation1

abouiit its detail? oltieIsfl )

Mr i. TAi av heie hats b~eenl a1 (olitiilit ()'pIelsioll sNvste"ll lbetweent'l
Ilie 1let lojol ita111It Trlisit Ali utrity liid thlez-('1lllJl ve'(&.,

Senator (Ii- 111ii. It has beenl worked out

k'iiit (ii' % lt. Aow itl heitll aoe ii Iict nil)V- ei a i 1 in (rye ba III bss

3i'. Fmii*:. yes, sir.
Se'it Ilk'r Knit. A it I il I t Ik iI Igvlt iatio(11 of t Ia 'llotra~ct. wats that fact

that tilie emiiloyees W('it nko hlnger' tIlikdel Soial security olie of the
('leiiekts iif (.(litttideIk io(11?

cr'eated( t his NS M A1%ki hIIIity. 1111d. (of collni5. Ourii collective ha lzrgaillilig
ceasedl withI thle priivaite v'(lilliil. and we hadt to wviiit lti thle Stakte
ladh set kijI t his alit1 litiit, to take Oveir.A

Seiiator1k Knot. lDok'S tlit' litV ((oitrackt iuiike pris(iSon fori it pen'ision
prolgritlk whlitli. oil tilie onle hiand. hlow collects from thle employees an
11ilillit s gret It 1 01, iea(i thlu that which t hey foriieiv conIl-
triblited bo~th 1tiilt lSocial secni'ity and1( to, their owikl eipioy'er-eill-
jployce ctrat tct ? And dloe's tile c~ro iit ili(t lk effect by I'isOII of

tie' eol ph(Io'eiilt of cntrei(u(ilt t'i1)lk made. both( In.leikehts?1plve
Ili'. fi. loe, iitlil 5(ill ('051's tol its muchil itsnol.Illor t a utuhe

its (te old pa3'-as-yoli-go illsioll I)II we had1( lus soc'ial security.~ III
soiiie inIstanices, it (lot's ik1lkotlilt to thle sitiiie 1beiietit.

Seiilat(Il Ki(Fu. Or- as muchitas?
Mu'. FI"Iuii. OV)i 1115 11i101 Its the Similie h~leet.
Seilat(Ii K IIIi lii5(ille inistanlces, does it ilinloulint to ats much as or

illore
Mi'. Fm.iiiy. Yes" ill somte cases,5 It does.
Senautor' KFnlt. Now, is it such1 it sitiiat toil ltow that thle heleits,

Whiethter' mlore oi' less, iare ilk pro'por'tionl to the conitr'ibiitioiis, moreW 01'

"M'. ZuIuiio Tlhev are nlot, Seluit(l. T1hle Sittuation ill tile Bostonl
Eleyitted, prior' to aic itisition ill 1947, was thaut there were ('lir'ellt
dellaltdsfo' tile estalislhimeitt (If it Sotuid pensions phiilt lieli of the
1)ik3-!I'olklg!o, 1ixe 11V(1Itli1ul1t per' mlemlber, anld it didn't fluctuiate with
seric~Ie oII' prlior eaintlgs. Theuy wvantel at sy'steml estitblislted onl tile
basis of ait iituntiial r'eser've, toward whc ll('l temloyees3Ct' W~ere Willing
to 'onltr'ibukte Illtci greater 11tlullitlts tllutl thiey hald formerly ('oil-
tribtited, Nvitit proportional increWases it the ;'oltittblttIiins f1l' the
en(kyh3el, of course. At tilet linte that thitt ))little]' was ileiliIe-go-
tillted. thle LTAgislitii'e Of thle (oininonoll'elltl of Masstlilumsetts estalb-
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wished this authority, and they took over the collective-hargahaling
fnnetions.

Senator Iama .'Took ovr all the fuinctions?
Mr. Z.laaltNO. Took over till thie fiuictions, itieltiding collective bar.

galining. ('ollective bargain ig is ",.tiIranteed in the tact with refer-
ce to our eiutp)lovees. The problem on collective hIr,gaiaing on

le sions as to al I f these properties, inchiditig the publicly owiaed,
its beenl Over the ' eal, t hut of following the stiuidards of collaitible
large operations. So they tried to establish the NIutte tyle of col-
tribtory reserve pAin as wYas already in effect on similarly oaprated
privately operated cottapan1ies.

Then they continued the negotiations with the maageient, repre-
stttiag tihe p ublic authority, and an actuarially soad lan was worked
out by the two parties, which provides for'5 percent of wige con-
tribation by the neut. Formerly it. had not exceeded more tha a
Ihlf to 1 percent of the earnings on at pay-as-yoa-go basis. So that.
proportionately theer was a tive-time increase'in the contribution by
the melt toward the pensions, Ibut there was no such cbliuage in tht'o
total aunount of benefits to the uuten whena vou include bot h social se-
curity and thenew pension that. they would earn. Bait the new lien-
sion was Predicated upon prior service, length of service. varied
pension. rte man with longer service got, it larger pensiona. h'eao
men in a claissitication earning on an average at hig aer wage would get.
a somewhat higher pension than the ones ii tle lower classifications
and men with shorter periods of active srvice prior to retirement.

Senator KFRR. Under that contract which provides for a cottribt-
tion by thae etaplovee of ip to 5 percent, did that involve an e(ail con-
tribition by the employer?

Mr. ZiariNo. It that case it involves an equal contribution ly tle
employer, although the pattern of our contracts is 2 to 1. It the
transit agreement, here, there is a provision for $8 a attonth for len"
sioas contribution, and the employer $4 a month, a ratio of 2 to 1. But
in Boston, the ratio is equal, ad it is 5 pet'cent for each party.

7The CurAnaaMA-. All right. You may proceed, Mr. Fahey.
Mr. FtHEY. Stich employees either have their benefits subastaiatially

reduced or lose their benefits entirely. It is unfair that these workers
and their families should be deprived in whole or in pait of the bene-
fits they expected to acquire when they paid siach taxes. Thie taxes
said by these employees and by the Bostot Elevated Railway Co. since
January 1, 1937, amount to substantial sums. The iuteqaiitv which
these employees stiffer is exemplified by the fact that they lost their
benefits under the Social Security Act through circuinstances over
which they had no control. Where an employee leaves an occupaition
covered by the act, and enters employment exempted from its coverage,
lie does so normally with full knowledge of the consequences con-
ceraning his benefits and contributions under the act.

Eunployees of the Boston betropolitah Transit Authority did not,
however, act of their gwn volition. As a practical matter, they had no
real choice but to follow their jobs.when they were taken over by the
MATA. Under the existing act the substantial contributions made by
our members and their former private'eunployers would be lost sineo
there is no ps ilility of transferring such sums to another pension
fund or of refunding such suins to odrt members.
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H. R. 6444) flow pending before your coninnittee does not adequiately
imeet otr Iprobhm. nint bill provides itt in the ease of employees
of tr(atsp ti't aion1 s 0ste is operated by ally Ilitical sltbdi\'isiolt or
instrument Ility of ;I State which begail is'opvertions after 1916 nd
was acqutired prior to 1950. employees of that system who were al!':)
elliplovees of the predecessor private cotIompallV shll have the protee-
tion of the oct. At the same tine, however. ft. R. 000 provides that
tile employees itay not hin1ve such protection if tile political sub-
division Wi hiit a stated period liles a statemttent with the Collector
of Internal Revenue to the effect that it does not favor tile ill-
clusion of on individual who became ln employee in connection with
the acquisition of a privilte tI' sport lit ion system by tihe polit ical sib-
division. This is a kind of now-vou-htave'-it. IoW\-Vol-dollt prote-
ion. nite Federal governmentt "previously )rotected these saie

employees. There is HO fairness ill limititing tile protection of these
e2tlhovees noW. Moreover, lile etm)loyees of tile MTA wiio becatiie
etlnphiivees sutlbseqult to Afgtist 21). 1)1. do n1ot mIder 11. It. 6000,
receive any protection uider tie social-security lp'O,.ranfl.

Seattor KEitit. Well. low, if, that connection: hey pay nothing
by tite contribltory Itethod into the systenti, do tile% I

MI'. Flt'vY. Yilt Illetll tle ellmt doveeS
Senator Kii. The Oles youl julsi. referred to, those who became

e'illpho\'ees sttl)seqeiljt ht.o Aulgst 29. 1947.
Mr. AuI:v. Th lot is Ct''ect, Sit'.
Senate. Ktn. They pay nothing 4( it, and their employer paid

liothinlf into it?

Mr. \llt~y. Thal is right. 'ir.
Sector Kp-:rit. Adi therefore they receive 11o benefit from it ?
Mr. FAIEY. That is right.
Mr. Zittnlmo. Bit tiose employees that h1d been hired the (illy

before the act was issued tire covered.
Sellator KVtRH. They W1ould 11t be Covered 1iiteSS the" ]fail paid

Contributions for a cerlli payllielit period, wotlid they?
Mr. ZtmitmNo. We ore talking about what is under the provisions

of 11. R. 600). and tlt,%- would hi' 11utomliatically covered. All thoso
oil lie pa roll tit the "dtC of acquisitions would he covered. less
the putbie autthoritv were to write a letter to the Internal Revenue
Department, which would not, cover everybody. You couldn't fn-
Cover those partiutha onies. But asittimting that II. 1t. 6000 were
enacted as it reads now. those elliployee.s who were on tile pay ioll oi
the date of acquisition woulh be covered.

Senator KFRR. And would receive mininiut benefits, although theyhadt( not made contributions, nor had their enmlove" nmade contribii-

tiotis, for thai minimunt peri(Kl which is require' with reference to
others?

Mr'. ZIMuIN. Oh, no. They were covered. Assuming that they
were employees of a private employer on the date of acquisition, they
had been contributing all alon .

Senator KERR. But if they iad just been eml)loyed the day before,
they would not have been contributing.

Mr-. ZustimIn. Well, for the period tht they were employees of a
private employer, they contributed.
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Senator KaR. But I thought you 11aid that the act. 11. I. 6000,
provided that if a man went on the pay roll the day before acquisition
lie would be autornaticali' covered for'benefits.

Mr. ZIMIINO. Yes, he would. Of course. lie would.
The CHAIRMAN. You will find that on page 4 of tile analysis,

Senator.
Senator KERR. Yes, I have been looking at it, and I have been trying

my best. to understand it.Tihe CHAIRMAN. Tile way we analyze it is this: See if this is correct:
If a transit conlmny was acquired by a governmental unit after 10.14 but

before 1 MI. Individuals working for lhe onmaiany on the (late It was taken over
would be covered beginning it 1954), ultsx tile enploying governmental unit
elects against such coverage-

anld so forth, as you pointed out.
Mr. ZiBRINO. 'Yes.
Tile CHAIIIMAN. That is coriet. But that would not be trite of one

employed 1 or 2 days after the governmental unit had taken over.
Mr. ZIMRINo. No, not after. I said "before." If he was all eni-

Ployee at the time of acquisition, and they acquired a property that
had been covered under the act, then lie would be covered by virtue
of the provisions of this H. R. 6000.

The CHAIRMAN. If H. R. 6000 is approved, lie would be covered
after J 950.

Mr. ZIMBiNO. That is correct.
Senator KFRR. Now, then, what I am trying to determine is what

the fact that he would be covered means to hin. And what I have in
mind particularly is this: He would be covered on the basis of meet-
ing the reuirements of the minimumn period of quarters of contribu-
tion by him and the employer, with tle benefits which are set forth
for such contributions for such milinum number of quarters.

The CHAMMAN. As I understand it, compulsory coverage of the
employees of publicly owned transit companies under H. R. 6000,
where the transfer or transition of the property from private owner-
ship to a governmental unit occurred after 1936 'but before 1950, \vould
continue to be maintained.

Mr. ZIMRINO. That is our understanding, Senator.
The CHAIRMAN. That is correct, is it not, Mr. Cohen I
Mr. CoHiEN. Yes. I think the difficulty that you are having. Senator

Kerr, is that he would be covered in tie future.
Senator KErr. And on the basis of contributions made.
Mr. CoHeN. Contributions made, and on the basis of his wages be-

ginning in 1950, under the bill.
Senator KERR. He would not have a vested right.
Mr. CoHnr. No, sir.
The CHIRMAN. He would not have ripened benefits. That is, lie

not have become fully insured, or anything of that kind.
Mr. CoHEm. He would not have had any credits for the period

prior to 1950, because no contributions had been collected for that
man between 1947 and 1950. But he would begin to accumulate,
then, in 1950, and as he earned the number of quarters, lie would then
become eligible. '

Senator K nRR. On the basis of tl* contributions made by him and
his employer, lut not as a matter of right nor as a matter of arbitrary

/ I
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actuality, but insofar as tile opportunity to acquire benefits is guaran-
teed to him.

Mr. COHEN. That is correct. It would put him in the same status
as any other person, beginning in 1950.

The C1AII[tA,;. All right. You may proceed.
Mr. Z13MRING. But it is clear, is it ilot, Senator, that the employee

hired after that date would not have a chance to acquire such eli-
gibility?

The CHAIRMAN. Until 1950. Because tile new system, that is, tile
system that passed into tile governmental units' hands, is not brought
under the House bill until 1950. Is tlat right?

Mr. ZMraINo. That is with reference to tile employee who was on
the pay roll at the date of acquisition.
The CIIAIRM A. That is right.
Mr. ZIlSNo. He woull not acquire any rights ill Chicago, for

instance, between 1947 and 1950, He made no contribution.
Tile CIIRnlM.Ax. That is right.
Mr. ZIMaIo. But lie would begin to acquire the right to contriblta

to tile plan and acquire eligibility rights under the plan from 1950
on. However, tie employee tilat was Iured the day after the property
was acquil:ed by the Chicago Transit Authority, for instance, not
the (lay before but tile day after it was acquired, would not have the,,
right even beginning witl 1950 to contribute to tie social security
)rograln, 1101 to acquire any eligibility rights with reference to liiS

Iwne fits, even after 1950. And you Ntonld have tilese two classifica-
tions of employees, employees hired since the date of acquisition and
employeeslhired before the date of acquisition.

The" CHAIIIMAN. Is that correct as you understand it, 'Mr. Cohen?
Mr. COJIEN. That is correct, Senator.
The CIIAIRMAN. Now I think we are clear.
All right, Mr. Fahey.
Mr. FAIIRY. We feel that there is no reason why these emnployees

should not be protected. We will have an anomalous situation if it
should work out that tile employees of the. private company would
have protection and tilose employed by the MTA itself in the first
instance would not. We also approve the general position of our
international to tile effect that all employees in State or municipality
operated transit systems shoul be aflorded the protection of tile act.

Provisions of section 218 of H. R. 6000, which propose to establish
a voluntary coverage system by agreement between a State and the
Social Seciurity Administrator are, in our opinion, unsatisfactory.
Expert opinioA is to the effect that automatic coverage is necessary as
opposed to voluntary coverage. Moreover, the volmtary agreements
are terminable by tile Administrator for failure of a State to carry
out its agreement, and in case of such termination the employees
covered by tie agreement apparently can never again be covered. tIlloe
State may, moreover terminate the agreement for any reason after 7'
years of operation. The House report oi tile bill, No. 1300, also indi-
cates that even though a voluntary agreement covering these employ-
ees were executed, the transfer of tie MTA to another public authority
would result in a loss of coverage. These provisions would not result,
in our opinion, in coverage for our membership, They are adinin-
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istratively unworkable. WVe believe these employees should be cover'e(l
in fAll by the statute witlot ally escap claus.

We urge your committee to support our position and to report an
amendment to the act to protect the employees we represent against
the los of benefits under the statutes.

The CHAIRMAN. Yes, sir.
We thank you very much for your appearance here. And your posi-

tion is the saine as taken by Mr. Spradling I
Mr. FAHEY. Yes, sir.
The CHAIRMAN. Mr. Eugene Byrne? Mr. Bvre, you may be

seated if you wish, and identify yourself, please, for the record.

STATEMENT OF EUGENE . BYRNE, LEGISLATIVE CHAIRMAN,
CIVIL SERVICE FORUM, CITY OF NEW YORK, NEW YORK, N. Y.

Mr. BYRNE. My name is Eumgeiie J. Byrne. 1 am the legislative
chairman of the Civil Service Forum of tle City of New Yorl.

Mr. Chairman and members of the committee, attempts to bring
civil-service employees within the scope of the Itnited States Social
Security Act, vere spoiisored by the former Senator INagner ou several
occasions and each time the Senator amended his bill at the requests
of the representatives of the several civil service organizations be(,ause
of the damage thaf might be created to their actuarially sound pension
system.

The Civil Service Forum and.other civil-service emalployee orgalniza-
tions, representing thousands of 'em ployees throughout* tie State of
New York who are members of soun d actuarial )ension systems, have
leen unanimous in their opposition to this legislation. These organ-
izations fully realize that such amendment or amendments were not
in the best interests of their members, and could, antd probably would
eventually spell untold harm to these employees of New York State
and its political subdivisions.
.. After several attempts and a multitude of correspondence regard-
ing this legislation, Senator Wagner accepted an invitation to attend
a conference at the office of the Civil Service Forum in New York
City on Saturday, January 20, 1944. In addition to the executive
committee of the forum, representatives of the Police Benevolent As-
sociation, New York State Police Coiference, Joint Committee of
Teachers Organizations and Post Office Clerks were present,

The group pointed out tile sections of the bill that were objectionable
because the language did not preclude the possibility of absorption
of existing actuarially sound pensionn systems. Substitution of more
precise language was suggested to safeguard the rights and privileges
of members of such existing systems. These rights aid privileges in-
elude: Retirement.at ago 55, ordinary death benefits, accidental death
benefitaccidental disabiltiy retirement, ordinary disability retirement,
without fault or delinquency retirement, service retirement options
which provide increased pension allowance for longer service, in-
creased annm~ity allowance purchased by additional employee con-
tributjons, service credit for veterans while in the armed services
during wartime, veterans' retirement age 50 after 25 yearn of service,
loans on annuity o6ntributions, withdrawal of excess contributions at.
retirement, around of interest on' contributions after eligibility to
retire, selection of lesser retiremnnt allowance to provide benefits to
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surviving member or members of family, and other such benefits not
providedullder the social-security law.

Senator Wagner assured the employee representatives that it was
not his intention to impair in any way the rights of governmentt
employees already enjoying and ll'Otevted by adequate pension rights
ant that he was recel)tlve to any:- proposal which the representatIves
of the employees felt would afford them greater protection. Accord-
ingly a1 amendment was proposed which provided that-
such compacts cannot be entered Into between the Social Security Board and the
indiviual Stnte, or with the individual political subdivision of any State where
the Individual State or Individual political subdivision has established and
m11alnfilinis a wislsionm. annuity, and belefit or retirement fund or any similar
funid by whatever unaie called, by virtue of the authority of the constitution
or statutes of a State, provision of a municipal character, or ordinance of a
munlnhiaillty or other political subdivision.

Mr. Wagner then stated that if it were possible to devise stronger
language, "I would put it in tile bill." The Senator was of the
opininl tlt this legislation was for States without retirement plais
for public employees or wit h inadequate laws. le believed such States
11d Immicipalities should be induced by the Federal (overnent to
make better provisiolls for their S er5tI a lilttated or disabled personnel,
bill that the Federal government should not interfere were existing
pensiml laws are adequate or show signs of progress toward equitable
amend,,ments.

On October 6. 1949, the lower House of the Eighty-fi'rst Congress
passed I bill known ats 11. R. 600. This bill does 1not contain tile
ilrotction reqilested over It yeas i' ago an1d agaill tihe I'epLreseniat ives
of all civil-service employees throughout tile State of New York antd
its political subdivisions'are united in asking that, this siliie aiend-
inent be eiacted before the passage of II. R. 6000 by the Senate. Wiile
it is true that legislation of this kind may be hel pfll in sonic State.%,
aiid certaiinly the public eniployees in Ne;" York State have no objec-
tion to these States participating in social security. they (10 feel tlat
this bill should be amiended in, accordance with the pi'oposal cited
above.

For the past 40 years civil-service employees throughout New York
State have laborea incrieasingly to gaii adequate pensions and havo
contributed millions of dollars into their respective pelnsioll systems.
Thousands of retired public employees are enjoying the fruits of
their labors and contributions to these actuarial s@'stemns maintained
by eniployer-employee contributions which provide benefits far be-
yond the i'ealm of F federal soial security. The benefits under the pro-
posed amendment to the social-secuirit, law are much less than the
benefits of the actuarial systems now' operating under law in New
York State. Tile organizations representing the vast majority of
civil-service eniployees throughout Now York State definitely want
110 part of soiail security.

We cite for the attention of your honorable body that over 90 percent
of the contributions of the ii;embers of the various actuarial pension
systems in the city of New York are invested in municipal, State, and
Federal securities. These investments due to their interest earnings
are an economic factor to the city government which will be eliminated
sioull the present systems become absorbed or inoperative as a result
of the proposed legislation. 'Tie economics of State finances will bo
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similarly affected with regard to the New York State employees' retire-
ment system.

The Civil Service Forum is not opposed to the extension of the
benefits of social security to employees in any of the several States or
their political utibdivisions where adequate pension systems are not
now in effect.

The Civil Service Forum of the State of New York and its com-
ponent organization, the Civil Service Forum of New York City,
respectfully urge your support anl favorable action for an amendment
to 1I. R. 6000 to exclude any State or political subdivisions of any
Stete which now maintain and operate it pension, annuity, or retire-
mnent system in accordance with State or local legislation.

I should like to point out, Mr. Chairman, that in the actuarially
soumd systems in New York City there is invested in Federal and State
bonds over $839,000,000. The'retirement systems in New York City,
which include the New York Fire Department, the New York Police
department , the Teachers Retirement System, the New York City

Employees Retirement System, hol $573,816,949 worth of New York
City bonds, and we hold in excess of $258,000,000 in Federal bonds.
The cash available for investments is approximately $6.)00.000.
Adoption of this amendment and subsequent, contracts iill mean the
loss of a ready market for almost a billion dollars' worth of bonds.
If that happens, commumnities may have to offer a higher rate of inter-
est to new purchasers of these securities in order to make them
attractive.

Mr. Chairman, we sincerely hope that the p proposed amendment of
Senator Lehnan, of New York, which I understand has been intro-
duced, will be considered by the committee. And particularly where
these retirement systems are actuarially sound we urge that we be
given the same protection that is being given to the Federal employees.
We do not wish to be included in the Social Security Act.

The CHAIRM. N. Thank you very nimch for your appearance.
Mr. BynNE. Thank you, Senatori.
The CHAIRMAN. Statements have been received from the Sergeants'

Benevolent Association of the New York City Police Departilmnt,
signed by Sgt. James A. Sheridan, president, and Sgt. Eli Lazarus,
legislative adviser, a statement from the Lieiltenants Benevolent
Association of the New York Police Depmrtment, signed by Joseph J.
Regan, Jr., president; and a statement from the Minnesota State Emi-
ployees Retirement Board signed by Ona A. Crune, secretary.

These statements will be inserted in the record at this point.
(The statements are as follows:)

LiEUTENANTS BENFVOLENT ASSOCIATION,
POLIC DEPARrrmENT.

New York.
To the Senato Finance ommittee:

GNT.MFN: I appear before this honorable committee as the representative
of the Lieutenants Benevolent Assoclatloi of the Police Department of the
City of New York, and I respectfully request that you consider favorably the
amendments that have been proposed by Senator Lehman to I1. R. 6000.

Police officers of the city of New York have no quarrel with the broad pur.
poses of the Federal Security Act and we approve its desirable endeavor to ex-
tend the coverage of the social-security system to persons who presently have
no pension benefits.

However, we are opposed to the original bill which provides that States
niaY voluntarily make agreements with the Federal Security Agency to include
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within till, terms of lip Security Act members of pension systems of political
subdivision of the State, subject to a referendum of the members of such
pemsioln systems.

We limve an adequate pension systein for police officers in the city of New
York. Afler 20 or 25 years of service, lhe choice of tile officer, he may retire
at a nlhlinniu pension of half pay. Today that means a minimum of $102 per
month for patrolmen and $202 for lieutenants. And most police oflice.rs may
retire at about tile age of 54. (NoTr.-I call retire at 42 years of age.)

Under the circiunstanees It would create a hardship for a police officer to pay
any more moneys to another pension system which would not pay him any
henoeits until he reached the age of 05.

We therefore feel that it is unnecessary for the Federal Government to extend
the coverage of Its old-age pension system to ours.

We are also of tile opinion that our pension system might be endangered since
there is no clear-cut provision in tile original bill that declares that II. R. 000
would merely supplement existing systems like ours and not replace It.

It might very well lie that sonic commnuuitles have no provision for a pen-
sion system comparable to ours and perhaps you should enable such communities
to come: within the provisions of tit, FSA, hut we respectfully urge tMat you
report favorably on tile aneanhment to exempt from tlhe Operation of FSA the
Police Venslon Fund of the city of New York.

JosEP'H .1. .OAN, Jr., President.

STATEMENT OF TilE SEIIOEANTS' IFEN.VOI.FNT AsSOcIATION OF TIlE NEW YORK
CITY PoLIcE DEPARTMENT OPPOSIN SE('TION 10l OF TIlM SOCIAL SECURITY ACT
o"F 11)49 INSOFAR AS S'UCII SECTION 'MAKES POsSIIL. TILE INCLUSION OF N :'W
YORK CITY P ',ICE OFFICERs UNDER TIlE FEDERAL SOCIAL SI'CURITY ACT

Tile Sergeants' Benevolent Association of the New York City Police Depart-
ienlt represents approximately 1,000 superior officers of the New York City
Police Dlepartment. It submits this statement to urge that H. I, 6000 be so
nmendeid as to exclude ainy possibility of its members being included under
Federal social security.

At the outset, we wish to make it clear that we express herein no opinion as
to the general merits of extending the Social Security Act as envisaged In H. R.
6000. We are solely concerned with section 106 of II. R. 1000. We strongly
urge that such section be so amended as to exclude any posslhe agreement that
would place New York City police officers under Federal Social Security.

The only valid basis for extending tile coverage of the Social Security Act
to people not now included in such act lies in the laudable desire on the part
of our Nation's representatives to increase the economic security of our citizens.
People who call look forward to a life of comfort and security in their old age are
likely to be better citizens. The psychological benefit flowing from the contenlpla.
tion of a secure future Is undoubtedly a great boon to the Individual and to
tile Nation. The Nation prospers when Its citizens feel secure.

We feel that the secure future we now possess as members of the New York
City Police Department Is seriously jeopardized by section 100 of 11. R. 6000. It
Is ironic Indeed that a bill designed to Increase tile feeling of security among
citizens generally, should have precisely the opposite result. Yet such is our case.

It has oft been noted that the lot of a policeman Is not a very happy one.
The hours are long; In prosperous tines, salaries tend to lag woefully behind
ignore lucrative private positions. The dangers are great and ever present. Tits
criminal's bullet has ended many a promising police career. Every rookie
policeman knows these things. Yet, year after year, the youth of New York
strives to join the ranks of the New York City Police Department, One of the
greatest attractions of the police force Is the pension system we have enjoyed
now for niany, many years. It Is inconceivable to us that our representatives
should seek now to threaten this system, to change it and possibly thereby d-
prive us of benefits that orighilly impelled us to join the police department.

The House Committee on Ways and Means. In Its report on H. It. (000. lists
three advantages presumed to aecrue to nienbers of existing State or city retire-
ament systems who may In the future be covered by Federal Social Security.
These are--

1. "Many employees It private Industry have the protection of both time social-
insurance system aind supplementary private plans."
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2. "The Federail prograln imay provide tyles of protection not available unler
it State or local ]l)i."

3. "lil ltillinstaees it (the Federal plan) call setroe s it baste protectLon to
l'iljthoyt-'0 wilt) shift het Wei liulile and private eliptoynelilt" (lb. 11, 1loiso

Coilnittee report oil 11. It. 10001i.
As lo No. 1, we are not eiployes I lprivalte Illustry id do not lav', tleir

power to firce retleltli of sup lielieilitary' private plalli tven when eiioyersmay,% l\vidi tol dlet lmoie sulch lansi. They hiive stlrongl nalth tonal andll intnih I linlil

unions, We have not. They have the extreme weaiom of tile strike. We have no
sueh wepli. It is iItogelther pos ible that New York City, which noW contriliutes
sut'staitliahly to our nsiont system, will object to making it farther contribution
tio the l'il-seculrity trust fnld on our lielilt'. Ecilliy-iintedl taiiyer griiups
lly well Chafe at tlis lil contrillion fill our fliture s ti'rity. They may well
teK already existing provi hions of the Newl Yrtik City pl'ei0hiliav tlo iIst oilouliie

plylileitlt to such rettrllient Systet. 'tliat law ptrovlides ias ole ieains of terlnin-
ating ielbership lit the retirement sysiei

"When any ninetber ibecoles eligible to ibartleltite i another leiblton or retire-
Ilelt systelii supported it) Whole or li paiirt l%, the illy or Stlile of New York" lll.
18, N. Y. 0. Adia. Code, see. 1118-7.0).

Iest-lid i1111114 go avry. IVe% urge velilienitly that this he lir'velithd. We siy
humlbly with the t0 iniiority iniieiiers of tli- llinse Wiys and111 Means Coninittec

"It woul 0 * 0 be i mistake tob tIke 1it3' actilon wlblh light jeolillrdire
tleso exlSilig sVstels to which coitributills have beei iadile ove' long i rlildlsoti meiil" (1t, 1.18. l Iloli. e vo lkiilifle replort till It, It. tUMl)lli

As to preslanl alvantage No. 2, "The ledleral program aiy provide tyiesi of
pirotectlol niot lvillhlille under i State or lutw'iil plii." 'l'lits Is most tiillkely. Th
New York City Pollce Department Is i ehie-kilt family. if iti eber gets rick,
li) gets frt medical service. T iire Is ia Slecial ward Net asihe at New Ybrk'm
fiumollI Il'lle Ilo ilii ll itl for lN k 1lleenten. ' i'iti'r lt' tw 1 i l'- li lla
titltiiitiiit', sto tralisitort inly sick or ijurired litli'liiUtl to suih liosital, free of

charge. llooil Is reiiilly ioniateid by fellow police bloOli donors,
A4 to lellbsilon layineits, the e ' York City retireneii systilt is ncomparabily

slperlior to the Fed' ril systemli. After 210 y rs, ii llileilln iiny titov ret ire at
$1,i25 pier aiiutiil. ('lllpare this witlh tile $ill lilllih1, llililiilili eeti under the
"'llhieilrii'' sodal setctlilY Act of li1111. (tSee Ilouse Conltlitkil' report oil1I. iMlk], it. 0.,)

A Itollcetual's willow I ilso ulily irovidll for. The ih litilil iv. iiriat'5 her
i iliilil of $125 pelr iiotiti for jwrforintilg trivial services thlia do not deprive
her family of her coilistatt care.

So as to tyles of protection, we're doiltig all right. All we ask Is ito ie let ahlie.
whatever ibrubhlus we dih fiue may, "more, easily be adjtited to * * * ethilig-

ing nieeds through local aind1 '.,,lt i o nthm" (lQlotidi fiali l hllt t'oiilliltee
ililority report tilt If. It. (010).

As to this latter of "basic protection for eliilloyees who shift bitiwe public
And private emlbloynielit." ve li )e sib ttint] 1itlisteally, sliffllig liiulivIdisii in our
police department. Our Job is it career Job. There Is io room i It for tile logger
wo hops lre'iirluali from Jlt to jtilt.

Bit It Is alleged by the aiijority reliorl o It. It. (0)t that tilt, irovision for 0
rl'eronluwi ls Ileitlh (11, 11. 9ll3), set'. 100t (dl) "No its Itb lissilre tli i', covt'rel
by alleallite exlstilig ystu'llits (such its * lislleltliil) t h aleliite
safigutirds are ilresett so that their rlsitnt llnslon Jilalls will not he destroyed"
(:o11se (ubimllmitteo liiteort on II11. it. t10o). I. it). "ro this we s a, take auway
yoilr Ihll'lit iil we'll uueed ibo safeguards. We thilo't wilit iiiy tll'li-ioof
vests; Just stop shooting.

Furtitermlore, tile bill Is quite viigue as to who will vote In tills rtferen duml.
There is io issulraite tHit only polilcuiaell will voto to deterile our eitrltiico
Iito social security. W'hat tiie coveragee group" will be Is iiot too clena
emiecllly lit vl'w of 110 lis tlelit thlit. "li lgieral, a coverage group 'oiilprlses
ll tile empililoyees * 0 of a polllial stibdlvhln of if StIlate."

A further itiportant objections to being liitnketetl hIto the Federal social.secu.
rity systeil ]lies In the facl that aillny of our iemubers, dle to pesiMlOl contribu-
tils 1iil1l withlloldiig taxei', etc., ilrqudy have 25 iercent of their earnings do.
ducted before they retelve their hike.hitite li.y. AnlOther 2-percent cut (and
lroslilltivly 8 4-see House Ctlllilltee Ileport on IL It. W1000, tbile, p. 117)wiliUl nlot be Palatablhe to it. Security In the future coiesl b lti)l hgllh wi'l, it is
putrclliiseil at thet cost of a ltrestit dletlohed lllirllilld hf liig,
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frohl th it' rttviit'il ot 111 i et i iitt il. lili f l i'e 11110iah1t Is liseat t4 a t'tfy
those Feaderal vitllitloyt'ts PXV11i'lada i tttaIhe itiit ilit Set''l 1 tausa 11 'thu
miti let Itaiir lt n1. It. thllt . 7:111ttttl Ti.) We' ttsi aotly ti aita treated lit Mvh

lit S1t 1nitial tall, We alirt ltithis %Saltti I atataill I t 14 axld tXltitaha tuatahars at
liii New Yotrk City i't'lti't Itiktltititt fritm ally pos'sile Itilisiai miler 1I. It,

(it t ha liottst' wityit atndt Mletitt Commtitteat, No t'tgittly vxpi'essi'ti lii t hi report:

areii silt''lfiv'itly teittgnetdi tilt puttittii tmloitymen't idt tire betiter' ittitiltt'i lit t(le

t'tt1St'i, thitr ret ireniattt itre gretatert iil tao tttore isity lie adtjustted tio thair

misiakt ftolak m sti tellm hcatttJoarietes .stn yil st

SERttEANT'it BEtNEVOLE~NT ASSOCIATION
tip rTim Nr~w YOiK CTY 1aL~icF

Ngt. .i,%%tt A. Sttt:ttIDAN, I're.sidctit.

1)Dilett iehrary it),1)5.

ST'ATVtMEriT tOF TIO'.IlINNtl'EOTATE E-INIPLOYM.4i IIErIIESIENI BOiARD IN Il1iARDi

H.ii Iit.ti at tlt'w btftie taitt tlarte i tatit ~Volkiitteo ani'ttretiqt itite haitil tiSt

that not itess titti t wt-t hints at tilt vtllt vointg votted hit favor tt beting it-ii'atid.

ulet xhttl 114 ttritlle tystlgthesleto tls.ohi eios



988 SOCIAL SECUItITY tIAE'ISION

(e) State legislilt1res wollid ll lel to believe soctl security was it b"argait
nd would be ltlenced frot ille slandlioinl of cost not rtaihlng I lul if elil-

111yees were t lle given tilt proetin In ol age ilitorded tem Iy Isntte t111111
loeal retiretent sys ent ill i sociullse'trul'ity llellt, cosl s wo il Iletit t 1idtot
decrease. Tse court of lleltst current ltl ultulte, 10 tl, .ilg 11111(l tilther would

by tile State, Itetitille l ('ternniot, tile vin1tltore, or x coiltil l yt of tile

() re whoie question orf retrenlent heltelt lttit s for del'Jlden . aum)
so fortil , 1 far too eo lait 1atedt for tiel avellge i nlllloyee to ea t lio tl nderl-
stand. Fronl what they urti tldl by Idw'ocactit f Ie extenshin of social svtiltliy
coverage and mIost if tilt, news itehll1s tnd ilglzll art'l clues oil tile subject they
11elett avha e d oto i ocnl security ni d Sate riluent ieei 1d
thit they can Iave all till "wlhout addell costs to ether tile erllkloyer or tle
e1111lloyet0

, 
Its oue Ingzhllt acle states It. t l4clti secttlrY. enhi to ilui11Oey. li-

lleve tiley would receive $lrK) per nMonth Miller sociall Security alone.

(c) Mt'nbers o exist in g public en11oyeo retirement syetlsr wll ilt under-
stan11d tilet effect o teilt% of extesio (fsocall security wolld lit douit iltilthl their
representatives tIn the legislatures for le slation which w ull elu lfit thenl
under social security and these representalt Ives. not huaving 1111 flh filets. woldh

lgant their petitions Wn l 'o-tirds of the oe ber of existnlg sylseml votll
vote for coverage.

(f) Thie experience Inder our retrlent fitti d act I effect Since July . 1911)
has el that State 1ilfloyees consistently Itve not inl tie election under tile
original act or as aliendle whnih was to their advantage nlod iirer When they
"eaize the effect of t1le earlier deIslon, they l1nedltely wllt tlt, lIw

chlulged i gilve te n tie advntge they woril hae llow If raey grad t e
right eleton whe11 they had tilt opio~rtn1ty.

(p) Tho Social Seeutrity Act wouldh not undt couhil not be n1ledt Ilueet fill
cases and tile tOniployees would huave to accept tilt result of thlll own volte Itl
would tile onle-thh'd who voted ligilill, t It and11 those who felled to vote.

(h) Suchal seurly lt s xllle ot aleet the lies of litty lle I ilnp oy s or
does It gi\'o those covered thle beuellI of lin'or ser\'lve credill it.& (to pulicll,,1-
liloyee retirement systenlts.

MI 11n1ler social seclrityv, single lnl widowed liersous tire ltenllzed because

they re eive substantially s eitans does fi carried p son wth t wife 65 or river.
Ths Is ret true of nbtll etnploy ret relet sysloens, although r neo er nuant of
thein optional1 benefits tire availaleh lit tittle (if rellrenllenl So that the en1111loYe

nly have 1ti . The fitted to eies rs ioulremnt oas.
M] Under It. It. WOO, periods when enmployets are not working Ilu Covered

aluplymet reduces tne aeou t of the social security benelt to which they will
become entitl.

Mk Members have nioney Investedli11 existing public eu1111oyee retiremnlet sys.

enls and over t erhod of niny years they have acquired rights which hey re
doendlng, upon. Aniong these rights Is the right to a rellremelnt benefit, the
right of refunuient lit case of termnuation of service ot' refundnueut to it beule-
fleilary u1pon1 deatth, as well as the right 111 nuiiy funds It public emplloyment is

lernated, to leave le s30s to their crodilit tte retirement fund until reach-
Ing reireyent ag when they been entitled to benolils based Ulm service and

unit benefits would lie Impaired by Integration with social security.
We earnestly request that 11. R. OW0 be amended ats follows :
"Strike out section 218 (d) (1) (W9111nnlug with line0 10. page 82, to altd In-

eluinthg le 17, ingo M,) and substitute therefor tile following paragraph :
4.(7) Such agreement shanll exclude all pulblic enilOyees in positions covered

by a retirement systinl, as previously defined in subsection (b) (4) of this seC-
tioIl."

Our request does not extend to public employees who are not covered under
public einploy"e retirement systems.

i ONA A. CaUMNE, SeeT|'ea.

The CI[AIRI~AN. The committee will recess until Monday. We ha ve
assignments of witnesses for Monda~y, but after Monday o f next week
wo will go over to the following Monday for further hearings.

(Thereuipon, tt 12:30 p. in., the comluitte reessed until Mondahy,
February 18, 1950, at 10 a. m.)
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MONDAY, FEBRUARY 13, 1950

' ITND STATE s SENATF,
CoMmI'FE ON FINANCE,

Washington, D. C.
'l'h on'0lllittee uitet lit 10it a. lll., prsualt to recess. ill rom :312,

Senate Ollice Building, Senator Walter F. George (chairman)
presiding.

P'resen : Senators George, B\yrd, am Kerr.
Also present: Mls. Elizabetli B. Springer, acting chief clerk, and

F. 1'. Fauri, IAgislat i'e Reference Service, Library of Congress.
The ('I.\mit.\. The committee will please collie to order.
Mr. )avis, von are first this morning. We will be very glad to

hear from yoi. Of course. your testimony will be of record and
available to all members. The minority side of the table is vacated
this week, )ractically, and on this side I expect some of the other
ielbers to report, a little later.

STATEMENT OF JAMES P. DAVIS, DIRECTOR, DIVISION OF TERRI-
TORIES, DEPARTMENT OF THE INTERIOR, WASHINGTON, D. C.

Mir. ]).ms. Mr. Chairman, I am not presenting a formal statement,
and the actual presentation of tlie facts and aruiniieuts on which the
case of Puerto Rico a,,(1 the Virgin Islands ini the social-security
matter depends, will be by representatives of the two areas who are
present, Dr. Antonio Fern6 s-lsern, the Resident Commissioner. in
the ease of Puerto Rico. and Mr. Roy Bornn. who is Director of So-
cial Welfare in the Virgin Islands, for the Virgin Islands.I should like to say, on behalf of tile Interior Department, that
we strongly support ihe desire of both of these, areas to be treated,
in matters of social security, on a parity with Americans elsewhere.
We have long felt. that thee is simply no reason whatever, no sense,
in an attitude which would deny to our fellow citizens in Puerto Rico,
the Virgin Islands, Alaska, and iawaii the same general benefits
from the Federal Government, the same attitude of participation in
their public affairs, the same grants to them as citizens, which we
give to oir' citizens elsewhere.

We feel very strongly that this country, certainly in the present
state of world affairs. simply cannot afford second-class citizens in
eny respect, that all of our citizens, wherever located, should be re-
garded by the Federal Government in the light of equality and with
a desire to meet their needs and to assist them in working out their
own problems.



SOCIAL SECURITY REVISION

I am very happy to report to you, sir, that all of the Territories,
and most particularly the two with which we are concerned this
morning, have made very great efforts and very great progress in
recent years in meeting their own needs, their own difficulties, more
or less under their own steam. We find in Puerto Rico a very remark-
able transformation in the economic and social life of the islands over
the past 10 years, a rapid development of education, of welfare serv-
ices, a rapid development of industrial opportunities, a very rapid
emergence into our national consciousness as an extremely progressive
and valuable member of the great American system.

The same thing is true on a more modest scale in the Virgin Islands.
They have progressed a great distance from the attitude of a few
years ago, when we could only regard them as an area where we had
to help the people to keep from starving to death. That situation
has changed very greatly. here is in the Virgin Islands today a
rapid 'development of tourist activities and business enterprises of
various kinds. There are two inlortant new hotels under construc-
tion in St. Thomas. There have been at least a dozen new hotels
and guest houses of smaller size opened in the last 2 or 3 years. There
is a great desire throughout the islands to do whatever can be done
to improve their economic and social condition.

I had the privilege of being in both Puerto Rico and the Virgin
Islands twice in recent months, in December some 3 weeks in the two
areas, and just this week, in company with the Secretary of Interior,
the Secretary of Agriculture, and the chairman of the Reconstruction
Finance Corporation, on a visit particularly to St. Croix for a meeting
of the Board of Directors of the Virgin Islands Corporation.

The CHAMMAN. The Ways and Means Committee of the House di-
rected a subcommittee to visit the area. Did they visit both islands?

Mr. DAVIS. I believe they did, in November or December.
The CHAIRMAN. I believe that subcommittee's report has not been

made public. Has it been made available to youI
Mr. DAviS. Yes. I am informed that the report was made public

on last Monday. I have not yet had opportunity to examine it, be-
,cause I was away most of last week.

The CHAIRMAN. The report has not been brought to my desk or to
my attention as yet.

Mr. DAVIs. In view of all these facts, Mr. Chairman, we feel that
the progress on the social side, in the improvement of living condi-
tions and improved care for the needy dependents and others who are
subject to social-security legislation in the islands is a vitally in-
portant phase of the general development in these islands in which
we are so much interested.
* With that general statement of the position of our Department in
regard to the matter, Mr. Chairman, I should like to have these gen-
tlemen, who are here, discuss more in'detail their views about the leg-
islation before you.

The CHAMAN. Thank you very mush, Mr. Davis.
Mr. DAvis. Thank you, Mr. Chairman.
The CHAIRMAN. I will call now the Director of Social Welfare of

the Virgin Islands, the Honorable Ro Bornn.

990
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STATEMENT OF HON. ROY BORNN, DIRECTOR OF SOCIAL WELFARE,
VIRGIN ISLANDS

Mr. BORNN. Yes, Mr. Chairman.
The CHAIRMAN. You are the Director of Social Welfare of the Vir-

gin Islands?
Mr. BOHNN. That is right, sir. My name, sir, is Roy W. Borni, and

my position is I)irector of Social Welfare for the Virgin Islands of
the United States.

The CHAIRMAN. We will be very glad to have you make what state-
mneift for the record you wish to make to us.

Mr. BORNN. Thank you very much, sir.
Since, Mr. Chairman, this is the first time that I am appearing

before your committee, permit me to state further that I have been
in the Government service in the Virgin Islands for the past 25 years,
the last 14 years of which have been in the Department of Social Wel-
fare, first as superintendent in one of our two municipalities, and
then as director for all the Virgin Islands.

I am a native of the islands. I know the islands and their people at
first hand, as one of them. I have shared their problems. I know
their problems as one does who has grown up with them and who has
dealt with them closely, intimately, and officially in directing the ac-
tivities of our l)ublic-welfare organization.

Mr. Chairman, I deeply appreciate the opportunity afforded me
by your committee to appear before you today to testify on the pro-
posal contained in House Resolution 6000 to extend to the Virgin
Islands the social-security program of the United States. I have
testified several times before the Ways and Means Committee of the
House of Representatives on this subject. Members of that commit-
tee sponsored a bill to include us in title V of the act providing for
child-welfare services, and Congress enacted this bill, effective Jan-
uary 1, 1947, over 3 years ago.

Now the House of Representatives has included the islands in all
portions of House Resolution 6000. Today I am privileged to come
before you, a part of the highest legislative body in our land, to tes-
tify on this subject, which is of such vital concern to the people of the
Virgin Islands.

Mr. Chairman, I have come to urge on your committee two principal
items, first, that you include the Virgin Islands in all phases of this
or any other social-security legislation which the Senate passes, and
second, that you include the Virgin Islands in all such legislation on
the same basis as the rest of our Nation.

We should be and we want to be included in the social insurances,
the public assistances, the child" welfare and medical progrilms, and
we should be and want to be included in all of these on the same basis
as other Americans living under the American flag. It is very true,
Mr. Chairman, that our economy is poor, but we seek no special tax
exemptions, no special consideration, no special benefits. But we also
urge and, plead and press that no provisions be inserted in or be
permitted to remain in this bill, or in any other bill, which would
deprive the Americans who live in the Virgin Islands of the full
protection which our brothers on the mainland enjoy when old age'
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or blindness or other handicaps overtake them, or which would deprive
the American children who live in this outpost of our Nation of the
protection provided for our children who live on the continent. We
are ready to share the same responsibilities that all other United States
citizens carry to make this act work, and we also seek the same pro-
tections that our fellow citizens will enjoy.

Detailed justification of our plea has been made in the several tes-
timonies I have made before the House, which testimony is available
to your committee. Consequently, I shall not take your time to listen
to all of these again and shall touch here upon only the most salient
facts.

First, Mr. Chairman, the poor economy in general of the islands
results in much unemployment, in low wages, and in low family in-
comes. In 1947, the median family income on the island of St. Thomas
was $430 a year and on the island of St. Croix $339 a year. In St.
Thomas it was less than one-fourth the median family income of
small southern cities of the United States, while in St. Croix it was
less than one-fifth. Under these adverse conditions, savings for old
age are well ni gh impossible. Many of the aged are totally destitute
and helpless. Our Government is now giving regular public assist-
ance of institutional care to 41 percent of the persons 65 years and
over. In the United States, approximately 35 percent of this age
group received assistance in 1944, but one-third of these received their
aid through pension systems, leaving only 23 percent receiving public
assistance and institutional care. In the islands, partly because of our
poor economy and partly because of lack of the social insurance, nearly
twice as many aged are dependent upon public assistance as in the
United States.

Second, the same poor economy that creates a great need for public
assistance and health and welfare services makes it doubly difficult
for the islands government to raise the funds needed therefor. We
pay real and personal taxes, inheritance taxes, luxury taxes, the Fed-
eral income taxes, and many others. But the total funds raised are
grossly iniadequlate to support essential Governmental services. Conse-
quenty, we need Federal aid through the social-security program as
badly as, or worse than, any other portion of the United States.

Third, in our 1950 budget the Virgin Islands devote to health, educa-
tion, and welfare services 56.4 percent of their total expenditures.
This is approximately the same as the percentage of Government in-
come in continental United States devoted to these same services.

Besides, citizens of the Virgin Islands add their volunteer efforts t,
improve the picture. The Community Chest of St. Thomas alone
raised $56,000 in the past 10 years which has gone into countless serv-
ices and assistances for the needy. 'Churches, the Red Cross, and
several smaller benevolent societies have added their efforts to meet
the problem which is widely recognized and greatly deplored in our
islands.

Despite the best efforts of Governmefit and organized charity, and
despite the high percentage of Government expenditures going into
health, education, and welfare services, the total result in aid to our

qleedy people falls far below the minimum required for a minimum
standard of living. The average public-assistance grant in the islands
during October 1949 was $5.90 per person. I repeat that figure: $5.90
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per person. That is only 191/2 cents a (lay. We are telling people
thev must live, must pay rent, buy food and clothing, for 191/2. cents it
day. Please stop a moment to think what it means to live on 191/
cents a day. That is the over-all average. The old-age-assistance
average, the highest in the group, is $6.77 a month or 221/2 cents a day
Can you picture, Mr. Chairman, the hardship and want a 75-year-old
must'suffer if he exists on 221/2 cents a (lay? The average for children
is $3.63 a mnonth-12 cents it (lay. Twelve cents a day to feed and
clothe a growing child.

Mr. Chairman, can 12 cents a day keel) a child growing, keep it safe
from the evils of undernourishment and disease and delinquency?

The December 1948 old-age-assistance rates in the United States,
the latest figures I have, range from $16.38 a month in Mississippi to
$78.13 a month in Colorado. It is to remove inadequate rates like Mis-sissippi's $16.38 it month that H. R. 6000 provides the favorable match-
ing formula it contains for the States of the Union. But that distress-
ing continental low of $16.38 a month is 21/2 times the average rate in
the Virgin Islands.

You may be thinking, perhal)s, that the cost of living in the Virgin
Islands is very low, so that 12 cents a day call buy more there for a
child than in the States. Unfortunately, Mr. Chairman, that is not
the fact. We have in the islands some welcome savings, because we
have no costs for winter heating and winter clothing. But food and
clothing prices are higher than in the United States, for we must import
most of what we wear and eat, and the cost of freight and handling
is added to mainland costs. A recent survey indicates that imported
foods cost in the islands on the average 61 percent more than on the
continent. Lower costs on the insufficient. supply of locally produced
meats, fruits, and vegetables do not offset this huge differential.

We are especially happy, Mr. Chairman, that we are included in the
social-insurance provisions of H. R. 6000 on the same basis as the rest
of the Nation. We believe we can make the retirement and disability
programs work successfully in the islands on this basis.

The CHAIRMAN. Could you give the committee an idea of the aver-
age wage paid? How are your wages regulated? On an hourly
basis?

Mr. BoRNN. The Minimum Wage Act of the United States applies
to all interstate commerce. At the present time, there is an industry
committee group of rates under that Minimum Wage Act of the United
States, based around the 40-cent minimum. There are some down to
30 cents and 32 cents and 36 cents, and so on. The local minimum
wage in our act-we have a local act in St. Thomas and St. John-is
40 cents an hour for common labor. There is a special rate of 30 cents
ami hour which applies to workers in the domestic type of service.

The CHARM3AN. Hours are limited to 401
Mr. BORNN. Hours are limited to 44 hours a week.
The CHAIRMAN. Have you any idea about what percentage of your

workers gainfully employed would be able to qualify under the Social
Seemi-ity Act as it passed the House, H. R. 6000? Or have you given
much thought to that?

Mr. BORNN. I believe that about two-thirds of them would.
The CHAIRMAN. Two-thirds of your workers would be able to

qualify?
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Mr. BOnWN'. Two-thirds would be able to qualify. Much depends,
of course, on whether the act finally covers agricultural labor.

Tho (IHAIRMAN. Yes. A large part of your plpulation is agricul-
tural labor?
.Mr. BORNN. We have 2,075 workers in agricultural labor out of at
total of 8,500 workers.

The CIAIRMx. About a fourth.
Mr. BORNN. About it fourth; yes.
Tho CHAIRMAN. All right, sir. You may proceed.
Mr. BORNN. We in the islands feel thai the social insurances are

the best. long-range method of providing for the aged and the disabled,
and our employers and employees have declared their intention to
support and cooperate in these programs if Congress acts favorably
on! this measure.

At. present. there are about 5,000 to 6,000 persons in employment
which comes under the retirement program as proposed in I. R. 0000.
In addition, there are 1,120 persons in the municipal-governlent
service who would probably elect to be covered under the Federal act.
We do have in operation, established under local law, a retirement
system for these, municipal employees, but with our limited funds and
h small size of the group covered, the benefits are necessarily inade-

quate. If the act. is eventually amended to include these workers,
these workers in Government service plus the 2,076 farmers and farm
workers, our Virgin Islands total would be in the vicinity of 8,000 to
9,000 persons.

We are hoping very much that the act will include agricultural
workers, for ourVirgin Islands farming population want very much
to be a part of the program. The small total of employment in the
Virgin Islands would be absorbed, without even being noticed, in the
big Federal program. But how important it would-be, Mr. Chair-
man, to each one of our workers and their families to have this protec-
tion when old age and disability overtake them and how important it
would be to the general economy of the islands to have the burden of
caring for this large group removed front the public-assistance
program.

As I pointed out a little while ago, we have 41 percent of the aged
on public assistance, as compared with 23 percent in the United States.

The CHAMMAN. H. R: 0000 provides for assistance for that group?
Mr. BORNN, It does, sir.
The CHAIRMAN. But on a 50-50 matching basis; does it not?
Mr. BortNN. It only provides for a 50-percent matching basis,

instead of the 80 percent that is provided for the rest of the Nation.
If the retirement provisions are extended to the islands, in a decade

or two the struggle to carry the public-assistance program will be-
come easier. Until that time, however, our public-assistance burden
will be about twice as great as on the continent. This is another cogent
reason why we need in the islands now as favorable a matching basis
for our ptiblic-assistance program as is provided for the most needy
States on the continent,

Let us see Mr. Chairman, how the public-assistance program would
work out' i have some schedules prepared here which;-Mr. Chair-
man md members of the committee, yo might like to look at.
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Schedules A and B show that we have an active case load of 1,248
persons and a wait ing list of 529 persons. or a total of 1.777 persons to
be aided. If you turn to schedule D, this shows what the prograin
wouli be if t-l;e even matching basis provided in H. H. 6000 were re-
tained. Because of the need to ic,-lude the long waiting list tile
average grant per person would be only $7.55 a month. That would be
a ga'in of only $1.85 a month over iho present rate of $5.90. We
would still betelling people that. tiley must live on 15 cents a day.
W~e woul be expecting clients to exIst on about 33 percent of tle
minimum basic requirements of life. The minimum basic require-
nients are estimated at. about $27.50 a month.

But. if Congress provide instead that tile matching basis shall be
the same as in the States we could achieve a program that both you
and we would be immensely happy and proud about.

Schedule C shows what this program would be like. In the social-
security categories, 840 aged, blind, and totally disabled persons would
receive assistance averaging $16 a month, and 875 dependent. children
would receive assistance averaging $12 a month. Tile island govern-
ment. would, of course, care for the partially disabled and for the
children in foster homes at comparable rates, entirely on their own.

This, Ml. Chairman, would not only be a happy program; it. would
also be a realistic one. Tile local share of $7,578 a nonth, which is
about $90,000 ta year, could be met. from hwal funds. The Federal
share would relresenit about $230,0,t0 a year. less than a quarter of a
iiillion dollars. The a-'sistance iates. averaging $14 a month, would
be very modest. But these wouhl be a tremendous improvement over
the existing rates. They would relpreseit approximately ti0 percent
of tie binimmi basic meieds for food. clothing, id slielte'. We would
achieve an iuprovemet from 33 to 60 percent of tihe minimum budg-
etary needs of our relief families. It is perhaps of paying interest to
remark tlt practically ill of the quarter of a million dollars the
United States would coiitribute to tills program anna1ly vould find
its way back to tile United States within a few inoihlafter it. was
dist riluted here, in increased purchases of food and clothing from
tie continltnt. However, in passing through our islands, those-dollars
would have left a rich blessing in their wake.
Mr. Chairman. Virgin Islanders are citizens of tile United States;

they long wanted to be Americans and strived earnestly toward this
goalI for -No years before their transfer to tile United Staies from Den-
mark in 19f7; after 33 years of experience nild t utelage in tile Amer-
ican way of life, Virgin Islandens are mianiious il their desire to
remain American. N irgin Islanders fought and died for our coun-
try in th great, war to preserve human rights and liberties only re.
cently eiled.

As in many other pieces of legislation, the Virgin Islands were at
first. forgotten whein the Selective Service Act was passed for lroSpell-
tion of that. great war. But. Virgin Islanders camlipaigned actively
for congressional action to extend that act to tile islands and, whei
this did happen and tile draft, calls did come, we answered them fully
and entllushlstically.

Today we are pleading that Congress no longer forget the Virgin
Islands in carrying forward its social-security program for tile people
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of our great Nation. For 15 years we have been excluded from these
privileges enjoyed by other United States citizens.

Mr. Chairman anil honorable members of this august committee, I
ask you to end now that long period of neglect and omission.

Again I urge the two principal items of my plea, first, that you in-
clude the Virgin Islands in all the phases of this or any other social-
security legislation which the Senate passes, and second. that you
include them in all such legislation on the same basis as the rest of
our Nation.

I thank you sincerely, sir, for the opportunity to appear before your
committee to plead our case.

I rest it now in the hope that your committee and the Congress in
its wisdom will act speedily to bring justice and help to the Americans
who live in the Virgin Islands.

I thank you, sir.
The CHAIRMAN. We thank you for your appearance here.
Senator Kerr, do you have any quesiionsI
Senator K-RR. No questions.
The CHAIRMM . Thank you very much.
Mr. BoRNN. If there is any additional information that you would

like to have, sir, i would be very happy to present it.
The CHAIRMAN. We will be very glad to call on you if we find

that we need sonie additional information.
Mr. BORNN. Thank you.
(The material referred to is as follows:)

SOHE.uULE A.-HRxisting pubtic-asaistanco program: Virgin Islands of the United
States of Ametica, October 1949

IThis covers regular monthly giants only and does not Include medical assistance and emergency aid for
fnod, clothing, rental, etc.]

Numberof Average Total
persons grant graIts

Proposed soeclae.urity categories:The blind:
63 fears and over ..... ................................. 47 6.73 6. 3)
18 O6 yert ............................................... 18 6.36 114.60

Total blind ............................................. 65 6.63 431.00
The gd: M years and over, oxclu-ive of the blind listed above.. 5710 6, 77 3,860.25
The permanently and totally disabled: 18 to C )ears of ago .... 112 6.42 71.75
Dependent children:

Children In own family homes .............................. 3,0 3.63 1,31260
Relatives curing for children ............................... . It 6.14 67.-0

Total in propo .d.&oclalsecurity categories ................ 1,1 3 5.68 6,420.00

OategorIc not covered in H. R. 6000:
Part ldly or temporarily disabled: 18 to 61 years of age .......... 7 6.,0 600, 73a
Children in foster.famuy homes ................................. 43 10.35 445.00

Total in categories not in H. R0.000......................... 160 7.88 M9,75

Orandtotal .................................................. 1,248 5.80 7,3,. 75

31OT~tAverage monthly expondtitur sm $7De 00. Municipal appropriate ions for 1960 total $8S6,0 or
%40 ofV 37,0.33 per month. DIfference of approximately 0 per month is contributed by community

est 100 a month) and public trust funds ($150 a month).
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S cn.iLs B.-Perons eligible for public assistance: Virgin Islands of the United

States of Anleria. October 1949

Now re- Additional
cViving 11s- number Total

sistance eligible

l'rolk.-.'l social-security categories:
The blind:

6% years and over ......................... ........ .... 5 52IS to 64 years ......... ..........-.......... ........... 2lt o 6ter a I 2 2

Total blind ..... .................... ............. . 7 2
The aged: 5 years and over .......... .. .. ................. 511) M 6M
The permanently and totally disabled: IM to Ol years ............ 13 125
1 hqwndent children:

Children in own ftaily homes ............................ 370 396 766
Relatives caring for children... ....................... it

Total In proposed social-se trlty cteg rles ............ .... L 494 1,6 2

Categories not covered In 11. R. 6000:
l':wt falty or temporarily disabled: 18 to 64 years of age ...... 77 1 94
'lidren In foster-family homes.......................... .... 43 IS 61

Total in categories not in II. It. 6000......................... 120 35 1,

and total .................................................. 1,24S S- 9 1,771

SellainuL (.-PropoSed public-a8alstance program: Virgin Islands of the United
Mtotes of Imerica

10n same matching bsis as provided in II. It. 6000 for the rest of the Nation]

Case Average Total pay- I lo-e Federal
()roip load rate per nient ier slrelPer share Iler

month m nonth nonth Inton0t1

Social-.scurity categoilea:
Aged, blind, and totally dibled ............... 840 $16 $13, 440 $2, &;8 $10, 7S2
Dependent children, including about 60 needy

relatives caring for children ................. 875 12 10, 50 2,100 8, 400

Total ...... ........................ 1, 1 23,10 4,78 19,12
Local program:

Partially dL.abled- 18-64 years ............... 120 12 1.440 1.440 .........
("ludren in foster homes ....................... 75 18 1,370 1, 13'A ......

Grand total ........ ........................ 1,910 14 2r 730 7, 57b 19.152

Nhs.-The case load above Li larger than that shown on sehedile R because with the racing of rates.
It would be practicable and desirable to include some borderline cases not now cilgible.
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Dr. Ferlitks-Iset'll? W ill %-%)It lit, -wilted, plemm" sirl
Yoll it tv ( lit, Hesitimil ( '(111111lissiolim. 4 1 111m.1 o Itivo, littiv
Wilsili lig( twit I

STATEMENT OF DR. A. FERMS-ISERN, ]RESIDENT COMMISSIONER
OF PUERTO RICO

Dr, Frlmk*ls l8mm Yes, sit,.
0I.%IItm.% N. %%'it will lilt glild to livill, voll till 11. It, (loot).

Dr. Mr. (Im irlimil, I wish tit 1111111k the volmllit(ve
((it- gra lit illg III(% I I to opporl It I% i(v I o I ttslify wi I It refelvilkv (it I I. It. (lot )o
likid Willi slit,6111 IvfvlvIlvt% to (filit parl ol (lit, 11ill. whit'll Nvolild vx1vild
CkII-Illill fiflk 80( tht- S06111-Stwill'i(N. lvgisilitioll Ill I'likirto Itivo wilviv it is
Ilot Ilow ttliplivable. Tho litivkgi-ollittl (if plesoll evolloillik. 1111d sovitil
41011(li(iolls ill (lilt ishilld that sit 111-gellily p1slify tilt, twellsioll of this
Itt'slatioll (I) I'lledo Itivo wns tho mllIjk%,j:4 (if lll , lestillioliv last Mitivil
I It4ore lilt, 11ollso W livs alld Mealls 0 111111littev. M this i1ofill, I wish
it) pmSeW 1% volly (if 111111 lestilliolly its till nplivildix tit lily le-46111olly

0 ImlI.w%\. Yes. Yoll p1liv 411) so. Ftivilish it it) 111v roporktV.
leslimolly voferrod it I is tis followsz)

Tvm I I NioN v tiv, Ill#. .It, 14--totwx v Com mIARtw"wil 41Y 141vtoo liltv, om
11, It, vit% It, It. 21%112 Stwim. Swilim-N rom 114twavo Itivo

I wimit it% Njiltak lit skipporl tit tilt% Ilk-1110111i'm whiell itispire It. it, 14145 1111d IL It.
lit 12, Themp Milli NV411111k 1111111y ettritilik litles %if Ivalmittlit'll lit

1111m.11% Itivil whiell lov 1111t m1w 11111111vidlits lit 11tivi'lo IW4).
I will 111,1110111kily oilkvi'm Itlyst'll' Willi tilt, I will"will lit I till tit t1kimil (nom W11101

Will itive tim tilt, litickitivimil lit tile 111,41selit i'44111mille 111kil Swint i'4111111thm" lit
11tierlit Rico. sit 11111t fill, l1rolit 11tvil fill. lilt, 411tillit'lithm %if Itilm lvillmlitt hm 141
lltltvltw Itivil may Ilk% ill4twilively collsittvivil,

*IVH, (101HIM11111. 11111VItIV klf 11111111%, mvirlikv Ill Ilklerto Hh.I), witt, Is veltily tit tmify

litive, still"williviltly, will makt% ivi'vremv tit lilt, spiwille prolilvim witit-li (tw NwItim,

prognitil tit olt% 11441111kV glIV411'11111011 A4 I'jjtk'IW MOO k41116111014,
Thtt IwI11410 itt' hit-Vitt Itit-1). It (4111111111111ty tit ovAll, 11AWM) A1111krivall vithuslig,

livil W111111% lim 11111(od Stallsa 11011111'111 ijiltl VV01101111V KV81011. lit It t4litill'011100

I"llold Willi till lively %if "UNAXI 8111111tv 11111vii, W1111111 lilt, vilillikillit WrIty, friv tradt,

IN 141114TAIN141 lit VIllst IWIMT11 Ow Islittitt 4111d lilt' 111101111111d. 81101 wilpt Ow tividelit
Ilitmil tit 0%1lg1,t\4?4 wilt'll It lit'st t*11tillislivil Ill IIXX). 111tisit limile %villitillile 1,011.

litilmlillis 111%tweell flip 101111d 1111d Ilm 1111111111111d whielk linvit IllvVikilptl Air it 1wriod

Of IM111,V 60 V01Md. IAjjlHl1ktIkk1% tit t1likk kmd wit" tirmt mitieleAl 2 ymrm ll(wr ilut
evskiltill tit lilt, 11,14111d ill tilt, 1111tilvAl Siniv,4 mi I% vtimll it( l1w

Witt% whielt ttxik 1111wo lit 1.04
A vviwd I till it% I till legimlitiltm, Ilklertki Itiol frikill villitilrik's

tillivi. 011111 (he 111111vil 81IM41 lkilo likiltillilklivOly KIII&A-1 Ill lilt, witilts ralt's 11?1 It
111111tirletl 1111t) 11111 Ilklift-11 stiltem, Nil dittlem tirt, Itlipiw4l till tilt, velin mll tit, shiplitwil
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rate of tax, as the case i y be, li order to nake It equal to Unlttd States Itertill
revenue taxes as pati on the nlunhtnd. Of course, they are also subject to Stte
t1xes lit the n jalihitd Just ns 1otal goods sltpli .d to i'lerto itlco pay local
taxes there. Evident)tly It was Intended to recotcmle fret trtde within a cotmot
tariff, with the principle of "11o taxiltion without represent htion" lit Puerto Rico.

It should be noted that In accordance with our organic act tihe government of
Puerto Rico nust be supported by local revenue. No Federal UpproprIttilon for
the Sullport of tile loWal government such ais provided for Alaska and lhlwaii,
imt ever been made for l'aerto tico. Only Federal services are federally paid.

Lately soime grant-in-aid laws have Iwcnt extended to Purtlo itico 1Ut ha1ve
hellied the insular government bear its burden .

liesides, Puerto iico Is included within tithe coastwise shilppig laws. We
pay freight both ways, at dtomestIc rates. We ntty not ship to or from tht imii-
ind using less expeiisive foreign vessels.

Since the ectnotlty of Puerto Rico In 1t00 was exclusively agricultural, anid
Puterto hico Is a tropical island, the benefits of this free trade arrangeulv for
Puerto Itico, were iln practice listed botht by nature aund by economic law to
suci agricultural products its were wanted in the tnalnitiud which tcoathl he
raised l11 i tropical climate, in an area of 3,tk) square miles.

Tite wide variety of Industrial products of the naitlth1n1d found it prote tcd
nitrket in Puerto tiho with no more limitation than Puerto t1ico's purehi.titg
power. In 10(I0 Puerto tico Iad Just begun to feel the effects of ihe duItrlti
revolution. It wits in tio handieraft stage. It wits only natural t1t our Iami-
crafts virtutilly dlisapptred under the impact of U1iteid States Industrial lanS,4
production with which they could not coitpete.

Puerto tican export products up to that thue were tnainly coffee. stigtir. itd
toitcco., in first, second, and third place respectively. When Puerto Rico atiie
within the United States tariff system, Its coffee lost a privileged iositiotn which
it had theretofore enjoyed in the markets of Spait and Cuba. where It foind
preferential treatment. It found only a free unprotected nuarket 1in the mtithit111d,
slltee coffee in tile [itted States was and for a long tilne has been on the free Wi1t.

lit order to offset this loss to Puerto Itican coffee producers and the Pi'loro
Iticlln economy, an exception was made In tile application of the Utuited Stlles
titriff rates to importations Into PuIerto Rico; a customs duty wits levIed by
tougress on coffee imiported Into Puerto Ititeo, but not Into the intinhd. l'huis

the coffee Industry of Puerto Rico saw its protected h itarket shrink to tlt' duineit-
slows of an ilshIlnd of 1,tK),000 potential consutners then and of 2,tM),t0) today.
Its surplus production would have to b. sold and has hal to te sold tver since in
tile free worlt market without possible reciprocal concessions of any sort,lo be
extended to ainy urea of the world which might offer privileged treatment to
Pierto Rican coffee therein. Under there circutnstances the coffee Itdustry Is
ia slowly dying Industry. Yield per are is very low at present. Thert Is Ito
caLiltal to Iltprove methods of cultivation. Waies are luw. We tire i1purting
coffee now frot the Doinican Ifpubie. The Puerto IticU coffee lauds are
today an economic vactun.

llenefits of free trade with the mainland, however, flowed to protlueers of
Puerto Rico's tobacco and sugar. Tobacco has ever since found it darker in
the mainland, mainly as much as may be needed for fillers, but the United States
pulley of preferential treatment to Cuba has greatly i;uited tile poteltihlitles
of the United States market for Puerto Rican filler.

Sugar found a market under the protection of a high tariff ant It rapily
developed Into the largest, and for that matter, the only substatial industrial
export product of Puerto to. hut sugar land Is not coffee Itaitd. The owner of
sugar ind received real benefits; the owner of hilly coffee land, now buying it Itil
oxpenslve market, was left to his own devices.

Products n of sugar In the island has a natural linitation. It may not be
cultivated In the hilly coffee land. hut properly only in the lower and level
coastal plains. Of Puerto Itco's SAM10 square lies. only half Is arable and
at that much of It is hilly, not quite suitable fqr sugarcane but only for tobacco
and coffee. Besides, the market for Puerto Rican sugar in the mainland, had
other limitations, those Imposed upon It by concessions to Cuba. As the tariff
against Cuban sugar was lowered and as Cuban sugar shipped Into the United
States Increased In volmo (Cuban sugai may be produced at much lower costs
than Puerto Rican sugar), the prices and te market for Puerto Rican sugar
decreased.

When sugar was placed on the United States free list In 1018, the Puerto Rican
economy went Virtually bankrupt. Under the spur of the then threatening First
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World War, however, the tariff on Cuban sugar was restored and Puerto ItIcan
sugar began to recumerate from the heavy blow.

1linee U910, statutory law has further limited the production of sugar In
Puerto itleo. The Sugar Act of dlt) did so; the Sugar Act of It-S does so.
Under present law, 'uerto Itico is allowed to market a quota of only 910,0W0
tons oil tile mainland, but restrictions do not stop there. Puerto Rico may
reline, out of the 9101,M0) tons it may market in the continental United States.
not mhore than 126,M) tons. Thus the free-trade arrangennt of IW), which did
not take care of coffee, which did away with most of our then existing Iandi-
crafts, whih hbenefited tobacco to in extent, and sugar to an extent, has been
further curtailed for Puerto Ithco by statute find the sugar economy of Puerto
Rico has been frozen at 1110,M00 tons of sugar, most of it raw. May I add that

pll to recent years the best half of sugar lands of Puerto Iglo were piossessed
by absentee owners and the island received from them little more that low
taxes ind law wages. Moreover, In the last few postwar years sugar was the
only product upon which a price ceiling was maintained. Per contra, rice,
Puerto Rico's staple food, was decontrolled. lit 1147 It took almost 

2
1,I pounds

of raw sugar to buy it pound of rice, the normal rehtionship is luore nearly
1 for 1.

Htun has found a litnited market on the nminland; except for tile war years
whtn it flourished. It is back to prewar levels now.

A snall but Important nmtiework Industry has developed lit tie Island. It
nmust compete in the manland tnarket with the low-cost production of the Orient.
Tile tariff on mnedtlework Is very low.

Our population has Increased since 19)1) for 1,00.000 to 2,0(10,t)00 now. Eco-
nonie pressu re has forced t large migratlon of Puerto Itieans to the nahlniad. If
economic pressure continues, there cannot be iny oilier way for tile existing
Puerto RIcans to survive than to create new jobs oil the Island or to leave the
Island and conme to the mainland in ever-increasing numbers. If tilt' existing
population is to stay on the island, lest Its level of existence be further depressed,
reaching socially dangerous levels, production nust e increased in Puerto Rico
aud the income of Puerto Rico must be Increased.

As It Is, Ilupoirtations front tlt nnllnd last year (amid this itelans food,
clothing, slis, building materials, fertilizers, machinery, implements find
tools, stationery, cigarettes, and so forth) reached the aniount of $t7,0000K0,
for goods which the Island does not produce and which the Islid's populitin
C0ll811liieS.

Stiles of Puerto Rican products to the mnlainnd (and this include sugar,
toliiieco, rutm, cigars, and ioedlevork) reached the amtiount of $200K),0(0) last
year.

The gapl between imports of $33T,000,000 nod exporis of $W0a00,00 wits tIlell
by limynitlitett derived froii salaries earieid hy employees ili t le Federal services
in Iliioro Itiho. from lilt result of othe- Federal expiilittures, such as ili tie
nillilry esfrabtshioients, from outlays to vteriiiis 7')50() P'uerto tihittns served
durig til' Secoind World War nidr tihe Aierician tilg) iinil from), roughly.
$11.00t.t)t0 11iti by tie allied Stat es Treasury (o Iitero l1ito uier such graint-
in- laws is u

I
p to the present aplty to Pterto io; also. froin savings

aeeumintla'd during tlhe long wiir Years whet searclly tit neieled imierials lre.
vented lirchtases. Part of the gilt Is covered by it rapidly iicculitling debt.
Sleh it Nsis for tin etiononly Is fundtlantentally instilile.

" 01it11h1l lit noted thu1 if the income of lueto Richo were eqltal to the average
on the mainland our purchasing power would lit' tripled: we coiud triple our
lilrcliiistes t hey would pas tite lill-ion mark. As It is we have oflen riikut
higher ns it hurchiser front tile United Staites than atly Lattin-,unieihtan etni r3.

The average jtr caplilti hiciue in Pllerh ItIho is less than half tiat of Mis.
sissiplit, the itlowest ineoine State. Tito cost (if living iln 'd,,rto htih', however, im
2' pet-ceuit higher thin tie average In tle mnlahinnd.

We hiive nore thini T M.t) f hrollnleally iiienliloyctd, i diig tiln ltilt et'ollnile
level of existele of lht' ellpltytti, most of whonm art' in fact llereniohttl,
They ire it drig iso till the re'venliues of Itie 0ternument of iPnerto Hico while
moust lirovId it it a relatively v'ry Jirge scale, free schools, frtee medical services.
iiec'ess urily inieiger direct assistance to tie unenililo'ed fnnt it % t ite iderenillyed,
to the ol, whlo in their prthtuctive years could never save for ai rainy day, to
the orphan ehltrn, whose parents could not provith Insurance for thentio tho
1blh and to the hundlattll d, I ht'l hiled liavtle or no-itn.ne t ile i l work in an
economy where there are too few chimtiees of work even for the abie-bodied.
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It wolld he0 only fair if toffee were helli'd Into evoollolic rltilliilt tt loll. it
('lot lit titlle. It should Ibe' doll. I hopt it will hK' dolit soinletilt' ly providing
Il, Iiil' 'es'try ttsqialitli t'.

It Would be only flllr it the slglar qtoli of Piterto hti'o were raised to to less
tht tilt, axitit pstsbleit, performnc lin It' foreign importallioI of sugim'a
[llt) United States were t'orrespondingly redu.ed. It wotiid he tnly fair if
I'tlerio lio wter allowed I i'iiilt' its own m'g a' ant if tit' tll't'ti diserltlla ll-
tion against Atnericitm l l li 1'iterlo Rico were removed by allowlngi lthltl
Ito ewage in hli i hldltry Wlli ih sailt' fredol whihl nu mmld eii;0e.ls
enjoy.

It would ls' fair if 'uerto ito's Iteetlhwork whivth Is subject to the I'lilted
Stalox lliill-Wlnmwge law were prottm'led again t compellit iol of low.cost pro-
duing emintirh's il which tlhe United Stlates iniluntl.wage ltw Allis not apply,
ilt willi whose ouptt w, have to eontpt, il tilt uainlal i tl Ulrke .
It IN only fair to extend to I'llrto toti' all Fi 'tl grllt-i-aId aid soiAl-

security laws, Ii order to give every citIz , In I' P Ith MVo Iti' llllltl hat. i
life ais Is given to every clilsen In tin' States.

If our imntlribution to tllk I'itiolll ,.onomyItIV is Ili l. this wollhld seeml to ti,
tih' policy i't follow ill order Ito i'lilt uts to iItirtaas' II. Ihip should o l t tie
ilUetitured by the abllity to coihilllule, loll precisely by till' lll llllly to do so.
\hvll otnly Iinians tilltlly to 1leet u1nassisled i1he' t,.t'1nth ltInl'ls of life'.

All these t measures would 11t1ve it decided effct Ill lligilng i'urto Itico Into a
situtio e loset ito the ia li1lltin stiillards of lift, mld to it higher lllrulllsilig
Ilsuw'e' whilh ti tUrn would have ljiclctllii rl*,pAlt,'rl ,usolls inll Ii 1tiiIaid e o'noyi.
No chain it; stronger thlan its weakest Illik. A chron ally detprestid Plerto

Rico Inlls a chronically deltressed ll-ell within llh eotitle syste it of t, lnithd
States. The repe'rcttslons of this situation do Inot tolitillte themselves to 'uerto
Rico.
Bly thls philoso1phy as applid to uritole, til, Marshall pl11i was Inspired. ''1iIs

sanie philosophy Inspired tih l'rtsdt'nt's iitaugural addrt'ss w'eril lie referred
to all depressed areas of the world. Butit In loth iiltaest lilt' reference wits mitde
only to foreign couittrles. By a1plylng this philsolihly to l'uerto Ii i, we wonilu
W giving thought to the needs of follow eltizells, timing under UItedt States lawe s .
serviigj under the thtg in tiutes of cotott leril. prodttcing witlht tto Illiltpd
States em.'lo1i11' systemic, loyal to tilt%, prinliples lloh hIch Ills Natlon st htls,
and deserving of tlt% beneltts of deltrtey and the certaity of s curity which
this Nation should offer its all.

Industrialization should htave starttl iln t'rto liu'o lolig atgo. It Is emily
lhrouligh indt strilli atlon, ti'bamisltll, highu1er stuaditrds of living, it stake lit
life, it lange lit social patterns, that the birth rate of iy area may biegin to
decllne. alhd Industrialization started li Puterto IMto lI years ago, we voli ilot
be facing now ili lterto Rico time poptlolii-lrtssul't, lrobletm we arte falcig. Will
u1nmilstakable relwrcusslons on tlt, i hiatid. 'li' birth rath voulh have
dlellned as, In recent years. the death rate htis decllited], iltmk% to thte iilllltiitthun
of modern scientific health measures.

ltttt tlte transforation of a purely agriciltutral eottonmy Into tit Industrlal
Economy does not tako pln-.e overnight and without ditlnlultles. 'r'o dv,'elopmnaet
of Itdlstrlailstion Ill tilte linlaltd-this nost lidttsiritllzed Nattlon il tilt
world-did not take place overnight. 'lte dilltieltlthes Iiilt beset 1fitflnt lulls-
tries lit their x'gbiitimii lit the United States dh not allows for lt sitt' lperfort-
aince, for eutl cleletey, for equal cost of production its in tlt%, \'wll-developeld
IndIstrit\ of threat Britain lit titose iibys, Uiitlr ettOrlt t imdieils wo tior
soberly and steadfastly trylmtg to Itidustrlize tov. t

Vo hole to suteeed lit our Ildustrhlization programtm, W except itce ,i
If sitc) til obstalo am the appliatlon to Puerto ltco of it lithm1tltuit1-witge law tll
the sanie level as is appropriate for the mtaltland does not patralyze our efforts
antd lit fact place an eitbargo ott the nmarketlng ti Ilt, nanlltad of our Indlstrial
o1ttput. Vo would pr ,fer that otur efforts wero so ticc'ssful tliit ve would tik
care of ourselves, of otr handlicaped, of ownr WIv Nlyv olde'tr lphl,. of otir
orphans, or, better, that we could contribute to the case of t1i t1iedy ill otler
areas within tite inatiotal dontain. lut s tch Is ntot tilt eis, , low. Hither wi'
got F'ederal cooperation for this pttrASle so that otir workers can prolpArly car)
for tl1ilr ftmillle, youitg antd ol. o ouir old litp'lo alid ur o'phiiis ,,iid
our laitdlialpped will contintte to suffer privatiom-inled slow, progressive,
starvattion.

lit aunt, I wish to state In the ttnnte of the people of Puerto Rico, that I
endorse fully the prielples involved i 11I It, .l-15 tind It. R. 28t2. 1 wlsh to



SOCIAL SECURIt't'y REV-ISION 1003

ext t'od to C'l~liI 11 it ioliilton andu Conegressman01 Flortiutlilt expressioni of diep,
gratitutit' toi bkehalf of the tie ilile of Puerto Ittvo. I eairnestly hope ithat his
coiittee wilt favorably report wtlfitrt Iegtshiiio of tit% type ow Wifort' thle
ttiimiittt--welfare leglisla Ition whlich Is so urgently eetd t Puerto lik).

Drt. F)1llN6.s-hlItN. Asp~issed by~ the IHolwe, 11. It. wootlt would ext end
old-aigi' atnd survivors, iulsuratu't'. as well Its dlirec't 11sSistzllce. to Puerto
Rico. TI'l'0 is lIto qulestioll that this Woultd 1w' it godsend~ to thte Ileojph'
there.. ('rui betttswr as' ht i ilwitsdtebit lite fort'
the H-ouse of liepreset tit ives. Alhoughi the 11loe failed to smtstaiii
tlliso. opposing views, I should hike iiow to otri't' Its lloithe liippeliidix
to iuv testillioiv,' tilt exteulsioti of ImyN reiiiztrks ill thle C2ongressionial
Record, Octobver "), 19)491 ill which I Idt tiptcd to lulet'those' objiwctiols..

11'I0 CHAIRuMA~N. Thianik y'ou, sit'. We woutldtlhe gland to hazve, you
furnish thait, to the' rei'prtilr.

I'. l"E1N6S-ISEIIN. TIhanik volt. Mr. Chirmantiu.
(T'he tulaterial refetied to is ats follows:)

l~imi'l the~ ttigres'tomial ltec~ord. thloiitr 5. 11111

StVlAL. 18VUlIITY FOil PU1ERT Rit)lit

E~eIF, Ie'IINo r t e miof Miitte.e l ll.. A l'ii'tt'i.Retelit C III'eeiilei1'deiie lfl
I 'iteit ilRico. illt tle'1 teetisi eof 11lesv tlit Ivets. Wtet liethey. (1101et eIel' i 111l

Mr. Sterakee, Illter lave to e'\te'oet MYv e'iei,1rks Ill the' tietee , I Stez Itt sutt tle
folltointilt0 tit maetter orf social security for Poe'rto Ittco.

Wit li e adoption by thlt House oft 11. It. tOXi. there teas eni uniliiious retog-
ittioo of Piterto ltr's nted for the iltrect-asststiie feat ures of social sevulrtty.
Tthere lits atso lcet t'ffivttve recogoit on tif tile tied for et'veiitting oliliege antd
suervtvtersitlp tinsurancie to Puerto Rict', althotiugli not umnitiously ats to how it
should lit, extentled. miug, 10) years after tlt- sti-ilitsetirlty systt'll wt'll Itot
vet. Piuerto Ilo npls'ars to Ili'o title reat tto stilititil Itieisei it It. This
Is atteigetliel jlst ttlt'tl aind troper ail to litt very grittifytig. Many I e~liress miy
thee cks lit tit lie ot'if 2tt,(K),iX Auitrien t Otizelis'

etttite House bill. its ImIssiM, reirtesellt 5 prtigress foer P'ue'rtoi ltlt'. I'o s t'letts will .
ovter tlit' years, tieltp toi rentetr tilt% tslaot it lieeie' whvlteesiot soeloil ctelililllty.

It was suggestett. although such stiggest Ith iis neel llettt, Ill ii lit h mattr
tof cihitagt' tosuralict', at separate q4chemei be st for thet Islandl.

It was iiatueie'et t111 mtllerl I lit'v11ltll systemil -
A. 'tit' real lienefits of otlagep 1w1151ii1 wotutld lee, greiater til Ite Islalle than)1

oil thle ieaitnd.
It. A largi' numblier til the Islando wtouldl liy Into tilt littsur imiv fiil wvtthomu

rt'apligj benefits.
V. Manly wotultl collect their soctal-s'eturtty lwnls~ls t otilittlilt' t' wotrk,
1). It would lie all unldue bulrdlen tilt eeis tif thle liilitilt.
Thtitse four tetetots lilt',o lm y iay of thtikinlg, iilumlitcl lin e'lrrr As to A

Hotuste hilt ats lissttl, ho Ill effect for the htilit s for (lit, luallllalit. 'The facl
thaiiita larger raio of low-tincomie persons would le t'ovt'ree4lt Viterto lItvo 11ha1n
llt tile States Is tif 110 momenl~t. Tithentltrial iultsst' tof this Inisuranlce' Is prtectiton
of ellizens, as iueiters of iat11ion, noil of litlrttclihir tlottIIrs within thit lnlatiollil
evtiotule vysleni. It Is filr thiat liii liew-ticeoiiie workers lit' coiveret't New York
olt 10 I&sslsslppI, or llt Puoerto URILN. If there Is justlle'it titi ftr ii mittoial system
(if sieltil stwity, thitn there Ist little just itltatltn ftir tllselmttlon tll e it regtionial
or Iteent basis. Ite higher tilt-. lteollle, regeirdelt' where it pellstontr lives, tile
ltess nleed for coverage; the lower t~n ileuIoe. rt'rtless wtitrv it i eiistetr livtes,
thlt, greater thle iecl tof cov~eragte. Low tiit'tiioelitel Puerto ItItti are at tribtutabele
niot to low cost tif livig tor to tnullfferellte tto wo-ik op~porttili hut t) lack tof
tht tcapitial whIch ailki's for higher llrtilue't vtty awl1:, coulitlellt ly, high iueiut's.
'['liIslani workers tern onily enioughi, Itlit ter vlgureezs years, toe gt along. It
wt'ihlI lit' t'lhtriiry to. soeiallusuraliev, lllilelliv tto tinst 111511 nott the llllelllil-
1111 ref Wvant Ill tild age, hult tie Ctintinuial h(tl auel ligirilvail Ill to ilutigi' tf thle
liaioslOtp tit early at11iltidle life. It Is prtefterabele Ithat thet loluvoti'ellt workt'r
be not meltrely asslrel of thod direct itsststiot IlilhIls oldil ige bilt retlit'r of it
Illnitlhl which, t large nieautre, lie ticks pttI ftir.
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Precise measurements of contributions and payments are fruitless for tile pur-
pose. For years Puerto Rico's consumers have been paying for most of their
foodstuffs and other consumables at maluiland prices, which surely reflects social-
security taxes for initiiland workers. Their case is the same of tile farmers all
over the Nation who are not covered by social-security benefits. Surely, if the
burden of security Is a social concern, the Iicidence of that burden, as exemipliild
above, inevitably becomes social and the- distributlioii of socihl-security funds
becomes a matter of social values and pllcies. Social security is as much a prt
of time American way of life as tie free school, and as much a proper concern for
all American citizens as military security. It would not be equitable to live and
work, and consume, within the American econolic system, and still be deprived
of the economic security which such system Is supposed to offer Its collponent
parts. And Puerto Rico has te a citompoent piart'of tie United States economic
system since 1900.

Tie Puerto lican worker will pay. ns the law calls for, for any worker who
earns as much as he does. lie will get the same benefits as any other worker,
who pays tile samie dues its he jmys, gets. That the Inconies of Puerto Rico are
low would call for help to Improve themnl, nol for further iggravation of the situa-
tion through denial of insurance c ctau,e of a large proportion of iow-icomt'
workers iln that particular area.

The nonagricultural worker in Puerto l{iai earns about one-half as Itmch its
his counterpart iln the State of Mlssissippl. Iut the wage earner it MississiI Pl
earns only two-thirds as much tas that of the average State.

If it were Justilied to keep tile Amerhian citizens it Puerto Rico out of iis.irance,
this title of reasoning might lead to Justify that the workers in lo-incoie States,
be excluded. In this way, only States with average or above-average Incomes
would be covered. National insurance based uponi local, territorial, or reglonnl
considerations would quickly vitiate Its own fundiimental philosophy.

The other bases upoi which a distinctive system of security in Puerto Rico has
bee t propounded are no less tenuous. It lis been alleged-see B abov-tltat
old-age insurance taxes laid it Puerto Itico would lead to payments by a number
of workers who, because of irregular work opportunities, would not eventually
qualify for a pension. This Is so, but it is quite its true for mainland areas where
work opportunities are not first rate. Thoroughgoing acceptance of this objection
would vitiate the social-insurance concept quite its uchit as would acceptance of
tile first objection-see A above. Oit the other hand. thinking it the concept of
the particular are, this adds to Puerto Rice's contribution to the fund and com-
pensates for objection A.

As for the contention that lit Puerto Rico many workers after 05 wmld cot-
tinue to work and draw pensions at tite samte time, I should observe that the
exiguous circumstances of tile iged it an econoiny which provides too few deceit
opportunities for the young and tile middle-aged worker, would not allow it. Tite
chances of a (1,-year-old worker getting or keeping a jolt ilt Puerto Rico. when I
worker out of 10 is chronically unemphtyed and another 1 mt of 10 Is chronically
underemployed, are just too slim to worry about.

As for the fourth contention, that inclusion of Puerto Rico would create an
undue burden upon tite Federal insurance fund: Puerto Ricans as consumers are
dependent upon the mainland for most of their goods; they now indirectly pay
Into that fund. Not to extend Insurance means a burden iln behalf of Insurance
without the benefits of Insurance. Besides, the products of workers in Puerto
Rico should bear the burden of social-security costs ott it scale, sufficient to add to
tite pension fund a sum substanttially large enough to pay for pensions meted out
according to the national schedule of payments.

I appreciate that time opposition to time extension of natitmal Insurance to Puerto
Rico has been made in good faith and lit a wholesome spirit. Iii tile same spirit.
I feel It my duty to take Issue with them. Hope that for the suffiient reasons
given above, no further opposition to the extension of old-age Insurance to Puerto
Rico may arise.

Dr. FFRN6s-IsF.RN. In the late fall of 1.49, a distinguished and hard-
working subcommittee of the House Ways and Means Committee
visited Puerto Rico. I might add,-parenthetically, that Ptierto Rico
always welcomes such manifestations of interest on the part of Con-
gress; firtM, because of good fellowship; and, second, because these
visitations bear the sustaining fruitof tru3 and real understanding.
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Tihe sunbconmnittee of which I speak salw and studied and camne to
ulnderstand~ mfy people andit our island home. They held hearings.
Thley (delved deceply and carefully into economic and social conditions
inl Puerto Rico. 'h'ev saw tile fwrobleins and the job to be (lne, anid
they came back to render it report embodying their recommlendat ions
to hielp) solve some of these, problems. I offer IIow~as another ap)pendix
to my testimony, at copy of the subcommittee's report to the Committee
on1 Ways anld leanls.

TJhe VuIA1nM.AN. That will be entered inl the record.
(The report referred to is as follows:"

IIEIORT TO THE COMMITTEE ON WAYS AND MEANS, PROM TIlE SURcOMMITTEE ON

EXTENSION OF SOCIAL SECURITY TO PUFRTO lICO AND TIlE VIRGIN ISLANDS

LETTER OF TRANSMITTAL

COMMITTEE ON' WAYS ANI) MEANS.
IOUSE OF REPRESENTATIVES,

l" ashington, D. V., Febraury 6,1950.
"lion.1. ItonRT L. l)On7|ITON,C'hairman~il, (Comm~littee ' oil Waylls find( Me"ans,'1

W|ashingyton, 1). V,.

DEI A Ms. ('IIAIRMAN: 'rransinitted herewith is the report of the Subcomnittee
on EXtenslon of Social Securlity to iuerto Itico and the Virgin Islands.

Retspectfrilly,
A. SIDNEY CAMP,

'lairmian, S lbeommilci oiil Extension of Noial ,Sc'tirily to Pucrto Rico
and the Virgin 8l slaids.

EXTENSION OF SOCIAL. SECURITY TO PUERTO RicO AND TIlE VIROIN ISl.ANDS

PART I. INTRODUCTION

The purpose of the visit of the Sul coinnittee on Exteilsion of Social Security
to i'uerto itico and the Virgin Islands was to obtain flrst-hand information oil
the practical operation of tile provisions of 1H. It. M1t0, the Social Security Act
amendment of 11)49, whhih provide for the extension to these areas of the United
States of both the contributory oldlage, survivors, and disability insurance pro.
grains and the public-aslstance programs of the social security system.

Although it was impossible for the subconnittee to make Its investigation
and study prior to the passage of If. It. l000 by the House, it was considered wise,
ai( Indeed essential, to obtain this first-hand information for tile following
reasons:

1. To assure that in its application to Puerto ico and the Virgin Islands this
far-reaching legislation, as finally enacted, will be as sound and as effective in
achieving its objectives as It Is within the power of Congress to establish ;

2. To make certain that there are no matters or elements peculiar to these
4IreIs which would cause unusal administrative problems: and

3. To provide factunl material essential to the Intelligent consideration of
the effect of subsequent amendments oil the operation of the system in Puerto
11ico andl the Virgin Islands.

The membership of your suhconnittee consisted of the following: A. Sidney
Camp (Democrat, Georgia), Walter A. Lynch (IDemnocrat, New York), Hermall
P. EHberharter (Democrat, Pennsylvania), Stephen M. Young ( Democrat, Ohio),
Thomas E. Martin (Republican, Iowa), John W. Iyrnes (Rtepublican, Wiscon.
sin), with Resident Commissioner A. Fern6s-Isern iis ex officio member during
the hearigs and the preparation of that part of tile report on Puerto Rico.

Hearings were held In San Juan, P. R., on November 15, 16, and 17, during
which 20 witnesses representing the various Insular government departments,
together with private welfare groups, business Interests, and labor organizations,
testified. These hearings have been printed and are now a matter of public
record. In addition to tile public hearings, your subcomnlmittee held nunt, -ous
conferences with Government officials and representatives of various InInst lial,
labor, and agricultural groups, and Inspected various industrial plants, govern-
ment projects, and farming areas.
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Ilearings were also held in Charlotte Amalie, St. Thoumas, Virgin Islands. on
November 22. Accompanied by local government olicials, your subcolnnlittee
imatle a visit on November 2W to the Island of St. Croix, where conferences were
held with the administrative officials and interested ltersons of that Islnild.

PART It. SUMMRY OF RKCOF.NIATONK

As a result of the information furnished by the wItitesses during the public
hearings In Puerto Rico and the Virgin Islands, and as a result of our study and
investigation, your subcommittee subinits herewith the following sl'ciiic reconi-
mendatilons relative to the extension of social security to these two areas:

(A detailed analysis of the reasons for these revolnilelldttions is conlinicd
hereinafter iln this report.)

1. That tIle contributory Insurance, system of let Socil Security Act (title 11)
and that the public-asqistance programs (titles I. IV, and X). together with tile
snew title XIV added by II. It. M00D, be extended to Pucrto tico and the Virgin
Islands as provided for ill Ht. It. (1000 except as hereinafter indicated:

2. That title I of the Soclial Security Act and nuldnien ts thereto apply alike
to Puerto Rico, tile Virgit Islands, and cointlenltal United States;

3. That tile requirement for a quarter of coverage under OASI (old-age and
survivors instlranee) for employees is' inalitliled tit $50), its under existing htw,
rather than Increased to $100 i1s provided for it II. It. 6000:

4. That under OASI tile $25 qualification reltirelenit ill II. It. W00 (whliclh
marks the polilnt at which taxes are inposed) for donesti, service and owl1r
service not lit the course of tile employer's trade or business be raised to $,-) per
quarter;

5. That the nilinil imonithly primary benefit under OASI provided for In
11. R. (01)0 be rtluced froln $25 to $20. together with such technical adjustments
Iloessary to result In equity an1d consistency ill the benleilt fornlula mid tile con-
version table for existing beneflchlries;

it. That 11. It. 0)0 be amended to provide that Fe ,eral ilattching be inode avail-
able to Puerto Rtico and the Virgin Islands for pillints to tile lotiler or other
relative with whon a dependent child xecelving public assistance is living, as is
provided for it II. It. 600) for the continental United States:

7. That tile pubhic-assistanee matching basis for Puerto Rico and the Virgin
Islands contained ill I1. It. tO0 be ailnedted to provide Federal funds its follows:

(a) For old-age assistance, aid to the blind, and 1id to the lrniilneltly
and totally disabled, four-fifths of the first $15 of average monthly payment,
plus one-half of tie next $0. plus one-third of the next $9, with Ilndividual
mliximlllis of $30;

(b) For aid to deindent children, four-liftis of the first $10 of average
monthly payment lS, r recipient, plus one-half of the next $4, plus one-third of
the next $3, with Individual maxinlis of $17 for the mother (or other adult
caretaker), $17 for tile first child and $12 for each ldlltional child III the
filmily.

The effectiveness of a soctal-security system under which benefit payments are
geared to length of employment and amount of wages binges ill large neaisare O
the appropriateness of tile provisions of the law to the economic environment ill
which it operates. Accordingly, the goal to be achieved through the establish-
ment of a contributory social-ilsuranc system can easily be defeated as the
result of too high qualification requirements and other provisions which iare not
geared to existing economic conditlonKS In order, therefore, for your sutbcon.
mittee to make a constructive evaluation of the appropriateness of the provisions

-of H. It. 000 to Puerto Rico and the Virgin Islands, it was netessary for u-s to
examine at close range their economic pattern and structure. Our findings are
discussed below.

PART Ill PUERTO R0IO

W Rconomo strecturc.-The economy of Pucwto Rico Is agricultural, and its
lifeblood Is sugar.
. Of the total labor force of approximately OWS,000, the sugar Industry employs
approximately 150,000 workers; of these, 138,000 are engaged ill actual farming
operations and 11,000 in the 80 sugar wills throughout the island. As a result of
the growth of the sugar industry and sugar-bant products, the economy of Puerto
Rico has been able to move forward. Sugarcane acreage now cnstitutes about
85 percent of all landmOi which agricultural crops are harvestel, iad sugar, to-
gether with its byproducts, constituted 00 percent of the total value of exports of
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Puerto Rico In 1948. The total value of sugar-based exports was $115,000,000,
while all the other nonsugar exlprts taken together amounted to $7T,M00),0).

'nder the Jones-Costigan Act of 1934 and the Sugar Act of 1937, the processing
and nnarketIng of sugar front ill regions supplying the United States were lIniltetd.
Although the Sugar Act quotas were suspended In 1939, quotas were restored lit
1940 but were suspenIed again lit 1942 as-the result of sugar shortages developed
during the war.

The Sugar Act of 1948 reestablished quotas for the 5-year period from January
1. 1948, to December 31, 1952. Under this act, 1'uerto Rico's bashc sugar quota is
set at 910.tM) tons, only 123,X3 tons of which can enter the United States as re-
fined sugar. That tills quota lImitation Is having and will continue to have a
restrictive tnilmet on the ['uerto llcan economy Is Illustrated by the fact tult in
1931-32 the island produced 992.M) tons of sugar, and hit1 produced as inth as
1,148,00 tons in 1941-42, and 1.2,118,OW tons i 1949.

We learned that the sugar industry consists of more than 13,000 separate farm
owners and that the cost of sugar production Is very much higher In Puerto Rico
than it any other cane-suigar area because of two reasons, one being the fact that
the land having been Int cultivation for centuries is depleted making it necessary
for the farmers to use large quantities of counerclal fertilizer, and the second
reason being that these farmers refrain front Installing labor-saving machinery
In order to give as much employment as possible to the people of the Islanl. Tile
unemployment situation would be further aggravated by the installation of labor-
saving devices.

The next most important agricultural products of the island expressed In terms
of the aitount of land cultivated ind the gross Income to the Island from these
products are tobacco, coffee, coconuts, lneallples, papayas, plantalns, anl bananas.
At the present thne approximately 111,000 persons are engaged In agricultural
employment other than sugarcane. In all, therefore, agricultural employment
accounts for 3t6.7 percent of the total labor force.

Only a small part of the island consists of high productivity soil. Approxi.
mately 72 percent of its total land area of 3,435 square miles Is hilly and almost
niountaltious. It Is estntated that Puerto Ritco has 22 persons for every 10
acres of tillable soil its compared with tile conthiental United States which has
three persons for every 10 tillable acres.

As sugar Is the life of the agricultural economy, the hand-craft Industries are
the backbone of IPuerto RIco's nanufacturlng industries. Of the 109,000 workers
engaged inn inatfaturing enterprises. 54,(X) are employed in ihe nttlework
Industries. Increasilg competltlon from the Philippines, and to smaller extent
Czechoslovakia, Is already cutting Itrt this industry, which delends prhuarlly on
an ahundante of cheap labor.

lit addition to the nteedlework and apparel Industry amid other textile manu.
factures, Iuerto Rico has recently undertaken the manufacture of leather, clay,
glass, plastics, anti chiedcial products. These, together with the manufacture
of rint froth inolasses, the processing operations of the agricultural products, and
fruit cannig and fruit packing constitute the primary manufacturing economy
of the island. A table showing the distribution of the labor force by Industry is
contained lit the appendix (table 1).

Alost all the manufacturing units have to Import a substantial amount of
their machinery and most of their raw materials. The only Industries which do
not Imt)rt any of their raw materials tire sugar, cantning aial preservig of
fruits ani vegetables, tobacco-stemming and redrying, and the glass, cement, and
pottery enterprises.

The bulk of Puerto Rico's export trade consists of sugar, tobacco, rum, and
needlework, and the over-all economic welfare of the Island depends In large
measure on the available market for these products arid the competitive condi-
tions. In the calendar year 1948 exports from Puerto Rico totaled $190,000,000
(of which $184,000,000 were to other parts of the United States), while Imports
were $362,000.000 (of which $338,0000000 were from other parts of the UnMted
States). However. Inconie from the Increasing tourist trade tends to offset thl
unfavorable trade balance.

The cost of living nit comparable standards is higher In Puerto Rico than In
continental Uni4l States, and the large dependence of the Island on Imported
goods coupled with the rise lit prices of such goods has given Puerto Rico's post-
war ecInoiny nit inflatioary character. The greater Increase In prices In
Puerto Rico cotlpared with tie rise on the mainland during the war was dno
to the fact that the shortage of goods was more acute on the Island and that price
controls were Initiated later. The highest advances In prices were on such Items
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as rice, salt pork, anti lard, three of tie most Important items In the food bill of the
i'uerto Rican wage earner.

(b) Employment atid wagcs.-The estimated population as of July 1, 1948,
was 2,185,000. For an island with a total laud area of approximately 3,435
square miles, this represents a density of more than 630 persons per square tile,
or more than 12 times the present density of continental United States. During
nit average week of fiscal year 194-9 the total labor force was 686,000 of whom
610,000 were employed inid 70,00) unemnployed. Agricultural emiploymemi ac-
counted for 30.7 percent; manufacturing, 17.4 percent; commerce, 14.S percent;
ant services, 11. percent. The average age of employed workers was 34.6
years; 3 percent were under 25 years old and 3.6 percent were 05 years and
over. Table 2 in the appendix contains a break-down by age of the lersons
employed In 1948-49.

It Is signiticant to note that according to the 1940 census. lit Puerto lth'o 41
percent of the population was under 15 years of age as comparetd with 25 percent
lit continental United States. and only 3 percent of the tiopulatiou in Puerto Rico
was (L5 or over compared to 7 percent lit continental United States. 'rile annual
rate of growth based on the excess of births over deaths is approximately 6,000
per year, or 3 percent relatively, so that on this basis lit a decade the increase III
population will be about 34 percent. This annual rate of population growth Is
one of the highest it tie world. Considering the already exist ing high population
density and the fact that the death rate has been declining rapidly In recent years
and now stands tit less than 15 per thousand, or very little above the figure tit
continental United States, this presents one of the most serious and complex
problems facing Puerto Rico.

The lowering of the death rate has been accomplished by tile combined effects
of better medical care, distribution of milk for children, school lunchrooms, and
general Improvement it living conditions.

As a result of the increase in recurrent revenues of the insular government
from $25,400,000 In 1113-49 to $91AMMt)0) ill 1IMS--41l, public services have eell
considerably expanded. The proportion of children aged 6 to 17 lit schools has
Increased front 52 percent in 1940 to t0-415 percent now, and every effort Is
being made to provide additional educational facilitihst for the remaining children
of school age. lit fact. such a program Is essential for Increased productivity.

In addition to the high rate of unemployment, which threatens to muagltify
unless the industriallation program of the Ishnd is able to move forward lit
a steady pace, the Puerto Itican labor forced Is also ciaracterlzed by seasonal
etuploytient. A large percentage of the workers tire uinemployed part of the
year, and nity work on a lkril-tinte sts. The major cause for this seasiinal
employment Is to be found lit the sugar Industry. Other seasonal trelids art-e
the result of the rapid increase of eitploynent lit tobacco and coffee ditring the
late fall months, with a subsequent downward trend during tht spring.

Wage rates are generally about 35 percent of those prevailing tit coitinlletal
United States. Table 3 in the appendix shows the current.average number of
production workers, gross hourly earnings, attd weekly hours iit manufacturing
industries In Puerto Itico.

Wage rates have risen steadily since the middle 1930's. Puerto Rico has a
minimum-wage law and the insular government is making a vigorous effort to
have all groups of workers covered by the inhinumin wage and to ralse ittiituit-
wage standards. Over 260,000 workers in 15 Industry groups are already covered
by minimum.wage orders. Table 4 li the appendix contains a break-down of
the decrees Issued.

(o) Induaiutal prograa.-In nit effort to meet the basic Irohlem of inaintalilug
economic gains lit the face of it rapidly growing poptlatlion where already there
exists a dense population aid a land of limited natural resources, the Insular
government has adopted a progressive program for the idustrIallsAtion of tIh
Island. This program is supervised by the luerto Itlco Industrial Deveiopment
Company owned by tle Insular government. This company wits organized lit
1942 and has made a citrefully planned study of itlo e industries which appear
to offer the greatest potentialities for development lit the Island. Local resources
are currently being utilized by enterprises started by the Development Coipalty.

The Development Company owns. through subsidiaries, it cement plant, a
glassware plant, a Jute paperboard mill, and a clay products plant. It also owis
and operates a small artistic eeraitic shop (How closed), a small fllbr anl
textile shop, and a yeapt pilot plant it whilchwe arp attenipting to develop an
economic proess for tpe productlou of food yeast for human consumption. It
also owned a shoe plant which has'been sold. The others iive been offered Io
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tile most reslonsItble olierators i their respective lines. Although there have
ien active negotiations for the sale of the remaining plants, no definite

agreements have yet been reached.
Trhis policy Is well explined by an excerpt from the annual report of the

u'llerto ico Indutstrial Developmneitt Colmpnly for the year eudting June 30. 1948:
-This intrtnebshii of government andi private capital in the development of an

ihimistrially backward area lited perfectly into tile best American tradition. Tile
history of the United States biegani with the activities of three government.
Ohartered corporations: The Londol ('01pa1111.', the PI.Vln1oth C0tlupanVy, and the
])utch West Indih Company. As soon as private enterprise was able to go along
by itself, once tilt I1ky task of ground breaking was accomnilisheid, tie govern-
inenteihmrhtered corporations stepped out and let the entrepreneurs take over."

Tie )eveloplent Colalpamlly program is designed to encourage the develoin'lnt
of those industries whial ln best utilize the competitive advantage of tile lower
wage scales in Puerto Rtico.

Time obstacles to any extensive Industrialization of the island are great, but
the cooperation between tile various Insular government agencies and tile realistic
alproach ti the problein arte factors tlit afford a hope for substantial progress.
We believe that there tire ulttdoubtedtly liotelatiltties for the development of $1a11l1
industries ili Puerto Rico whlicl will develop and utilize lotal resollrt't atd
will assist iII supplying till outlet for Puerto Riho's expandilg labor force. Ade-
quately trained labor is t ecolning lore abunnlt. and th ito'lty of tile Govern-
nieat Is to encourage tilt Investment of private funds Itoe IIew enterprises.

(d) T'x lslstf'.-In 1NK, it yealr prior to tile tedillg of Puerto Itico to tilt
United States by the Treaty of Paris ill 1898. Slain grallted t eonsiderabht degree
of self-governlnllt to tilt% l'nerto Hicans tulder a charter of atlollonly. A result
of this fact has beem tilat Puerto ico. mllfell tile Virgin Islands and other
United States areas, his always had its own tlx system. Tablt 5 lit tile appelldix
contains tile base provisions of the Puerto Riclan Ilcome-tax laws. Tile pri-
llary source of revenue Is tile excise tuxes collected (iln a variety of articles
SIcIh is alcoholic beverages, cigarettes, gasoline. atlllololees, and electrical
eluipnlent alld accessories. Il fiscal year 1 48-4t1 revenues from these taxes
Ilounted to 40.7 million dollars.

Tiho second nost lillortllt source of revenue is the Puerto iican IlLOllle tax
oil individuals a1id coriorations. Ill ilswal year 19418-49. 26.4 million dollars
wis collected front tills SOlIre. 'rilis tigllre Is broken down m, follows: 11.8
mnillion dollar,' was collect from Indivldnaht {21.tW0 taxable returns) and
ilplroximnltely 13.2 lmillioll dollars front corpi'ratlolls (094 taxable returns) and
liartliershilis (40-1 taxable retlrns. Tile relallinder, or approximately 1.4 t1l.
imo) dollars, clme from withholding taxes.

T'he third mo1(st illlortallt slollree of Inetllt is tile tax 1t11 real and personal
property which provhhei 3.3 million dollars lin revenue. and titn adiltional $TA00,.

00 it prolirty taxes ws collected for tile ulllieilllitles for tile support of the
14K.111 goverllllnllts.

i addition it these taxes there wits covered Into the insular treasury approxt-
llately 9.0 illlitlon dolltr. front euslolls duties and taxes illmosd ulpl products
shipped to tile miiillltnd to offset tile Federal taxes pmld on such protcits when
lrolucetd In contnilt'lltllalted States. Of this amount 7.4 million dollars was
ltld by local ilrotters of ru anlld tolmoeo oIn tile prodttts shipped to theil laill-
land. Tablt ti ill tthe lipellx coltllls a break-down of the Federal taxes covered
Into the Insular treasury durilg the past 10 years.

For 1-1 years Puerto Itico his had at worklelt's compensation Inllsuralle fund
deslgi,ed to llrotect worked,' againltt tilt', hazard of aceldlents ill tile course of
their elploynellt. Prelnitls totallg 3.9 million dollars were assessed on total
pay I oils almollunting to $227T.0T),AX) In 194T-48.

Tho provisions relative to the unemployment lIsirance law designed to protect
sugalh allt workers against seasolltialllloylllent became operative last year.
The lululiar treasury. Il cooperation with the sugarcane Industry, evolved the
utessary pay-roll atd tax-retulrn forms. Til law u1d retlaittiolos provided for
lllonthly tax 111'tnlents oi taxable pay rolls accompanied by tilt% weekly pay rolls
(Iurilg tlat ilonth. itetween Janlulary 1 and Octotber 31, 1949, the pay-roll tax
collteted amounted to 1.8 million dollars. There were 5,414 reporting employers
during that period unit over '2,000 returns were proces, d.

We call attention to these various tax programs It order to subtautlate our
position that existing Ilsulr tax progratnq have already laid a foullation for
tile collection of the lFederal elnployinelnt taxes. Il our opinion the collection
of these taxes will present 111 Ilstlrnlntable administrative diffielcltles. antd
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the experience of the insular treasury, together with familiarity with similar
taxes by both employers and employees, will be of great assistance.

As part of its program to develop wider industrialization, thp insular govern-
meat has recently granted a tax holiday to newly established industries in Puerto
Rico. The exemption runs until June 30, 11159, and covers income, property, and
municipal taxes, as well as the excise tax on machinery and raw materials. Tax
exemption for new Industries is not a new policy in Puerto Rico. In fact, such
a policy goes back ns far as 11910 when new industrie.; were excmlpted from the
payment of insular taxes. Similar laws were enacted in 1925, 1930, and 1935.
Inasmuch as Puerto Rico cones within the provisions of section 251 of the In-
ternal Itevenue Code, the effect of the exemption from Puerto Itican taxes Is to
offer definite Incentives to engage it productive enterprises in the island. It
Is expected that this policy will aidll it the expansion of tht, Puerto Rcon economy.'

Assurance was given your subcomilttep by reslpolsible ofti-lals in i
1

,ie'to
Rico that great care would be exercised by then to avoid any action under this
program that might be detrimental to Indu,;try on the mainland. The policy,
as recently stated by the president of the Puerto Rico Industrial Development
Company, in this regard is as follows:

"'uerto Rico's so-called tax-exemption program was initiated In 1947 and
provides a 12.year period of exemption from local income, property aild municipal
taxes to certain qualified new "industries." It does not Imply a blanket "free-
dor from taxes" In any snse of the word. Neither does it apply * * 0 to
any stateside indastry or factory rhirh "closes shop" on the sminland to take
refuge in Puerto Rico.

"1 * * While certificates of exemption have been granted to more than
a hundred firms, another 50 or more have been denied or the applications have
been withdrawn."

This policy has been formalisa,l by resolution of the Executive Council of
Puerto Rico as follows:

"It is the Intention of the Executive Council to administer the tax-exemption
act in such a way as to encourage and promote Industry which will benefit the
Puerto Rican and United States economies. To this end, the Executive Council
will use the powers granted to it In the "Industrial Tax Exemption Act of Puerto
Rico" to encourage those industrial enterprises which represent an expansion of
existing industries or the development of new fields of industry. Tile benefits of
the tax-exemption program will not be used to encourage any industry to move to
Puerto Rico at the expense of Injuring United States Industrial comniunities by
closing plants or curtailing productibn in those areas.

"In passing upon any petition for tax exemption presented by a petitioner which
has closed down or which proposes to close down a plant in the continental United
States and which proposes to establish a new plant in I'uerto Rico, the Executive
Council will give due weight to the following factors:

"(a) Whether or not the decision to ('lose the old plant was maade prior to the
time Puerto Rico was considered as a possible site for the new plant;

"(b) Whether or not the decision to close time old plant was the result of local
factors having no connection with the Puerto Rico Tax Exemption l'rogrum, such
as the zoning out of the old plant, inadequate factory space, inaccessibility to
market, excessive freight on raw materials, or other similar factors;

"(c) Whether or not the nature of the business, the volume of production and
the employment thereof Is such as to affect materially the economy of the com-
munity in which it is located.

* "It Is not the purpose of this Council in the exercise of its powers under the tax-
exemption law to induce the transfer of regularly established industries or part
thereof from any State of the Union to Puerto Rico, but to induce the Investment
of new expansion capital In the Puerto Rican part of the American economy,
where It Is so urgently needed to prevent permanent dependency on some kind of
a dole system and to help the people of Puerto lco to get omn their feet economi-
cauly on a par with the States."

S I See. 251 of the Internal Revenue Code provides in general that it during a period of time
within the 3 years immediately preceding the clone e the taxable year, a taxpayer derives
Inlcm within a United States possession he may exude suchlincome received during tho
tallxoe year from him gross Income provided (1) 80 percent or more of his total income
tor mltcpeitod was deriyed from sources within at peloemion and .2) that Si0 percent or
wort g his n total incomq for such period was derived from the active conduct of a trade

9!uln as within the emeaum
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(c) The ox'istinig socal-ascisrity pIroi'isioas in Puerto Rico.-For many years
Puerto Iico has had a compulsory workmen's compensation insurance program,
and, as mentionedd previously, a seasonal unemployient insurance program for
workers iit the sugar industry has recently beetn enacted. Neither of these pro-
granls would, of course, he affected by the e.4ension of our social-security system
to the Island. In addition to these two programs there tire In existence retire-
nent plans for certain groups of government employees.

Iii the field of public assistance, Puerto Rico has had its own programs for
many years. Beginning in 194:1, the public-assistanve |jrogranis were altered
in order to conform with the standards of the Social Security Act so that there
would not le tiny legal impediments for Federal grants-li-aid, if these were
niade available. In addition to the present three categories of the Social Secur-
ity Act (old.age assistance, aid to the blind, and aid to dtpeindent children),
Puerto Rico has a fourth category termed "general assistance" but which in
reality is similar to the new fourth category established by Il. It. 6000 for aid
to the permanently and totally disabled, since only physically or mentally hiandi-
capped persos tire receiving assistance under this category.

Puerto Rico, with considerable fluancial effort, has made available $3.000,000
annutaly for public-assistance grants. Currently, assistance from this source
alone Is being given to about 33,( K families, represetig asout 58,000 recipients.
Under the basis now established, each family on the roll receives a uniform
amount of $7.50 per month. Eligibility for assistance is determied on a very
strict basis. In each case budgetary requirements are set up, and if the tidivid-
unI (or family) has an actual Income of more than 15 percent of these require-
mients, lie is not eligible. In addition, even though this eligibility test Is met,
there Is a large waiting list because of the limited funds available. Thus, cur-
rently, the waiting list comprises about 41,000 families composed of about 72,000
Individuals, and It Is likely that the vast majority of these would be found to
be eligible If funds were available. Accordingly, it may be seen that the waiting
list Is about 25 percent larger than those on tit assistance rolls. If all eligibles
were placed on the roll by eliminating the waiting list, the rolls would be more
than doubled.

The 58,0 recipients on the roll are subdivided into categories as follows:
18,000 persons age 65 and over, roughly 20 percent of the total aged population
of the Island; 600 blind persons or about 12 percent of the total blind population:
30,000 children under age 18; and 0,000 physically or mentally handicapped
persons over age 18 and under age 65.

The fat family grant of $7.50 per month represents an average payment of
$2.90 per child receiving assistance, $6.28 for old-age assistance recipients, and
about $7 for aid to the blind and general assistance.

PART IV..THE VIRGIN ISLANDS

(a) The econohin 8trdtttc.-The economic life of the Virgin Islands, con-
slsting of the islands of St. Thomas, St. Croix, and St. John, is based on the
cultivation of sugarcane, the manufacture of rum and bay rum, the servicing
of si1ps, a few handcraft industries, and tourist trade. Sugarcane provides the
basic raw material for the production of raw sugar and rum which are the two
principal items of the export trade. For the calendar year 1948 exports
amounted to 1.7 million dollars of which 1.1 million was to other parts of the
United States, while total imports amounted to 9.5 million of which 7.7 million
was from other parts of the United States. Most of the Items of common use
such as food, clothing, machinery, fuels, and construction materials are iniportL
from continental United States.

St. Thomas, the capital island, Is only 12 miles long and 3 miles wide, and
although Charlotte Amalie is ai excellent harbor, the Island Itself Is both hilly
and unproductive. At one time the harbor was the principal calling station for
ships in the West Indies, but with oil-burning engines, electric refrigeration, and
modern communications, ships no longer need the refueling and servicing facill-
ties of this port, and accordingly the harbor .- ivities have been greatly reduced.

-In our opinion growth of the tourist trad, -,'ers the greatest potentialities for
the island. It Is being actively encouraged oy the local government, and addi-
tional hotels and facilities are nearing completion. The Virgin Islands Corpora-
tion can also be utilized in promoting tourist trade.

There are also, we believe, posibllltles for the establishment and successful
operation of additional small industries, and for the use and consumption of
local products and the development of local projects.
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Sugar production has been abandoned in St. Thomas, but in St. Croix, which is
less mountainous and more arable, the Virgin Islands Corporation, which was
Incorporated by the Eighty-first Congress and succeeds the Virgin Islands Com-
pany, Is operating 500 acres of land and employs approximately 1,000 workers.

Unlike Puerto Rico, the Virgin Islands are seriously handicapped by Inadequate
rainfall. Droughts are frequent, there are no streams, and the drinking water
Is supplied from the rain gathered from roofs and catchments.

The purpose of Public Law 149, Eighty-first Congress, approved June 30, 10-19,
which Incorporated the Virgin Islands Corporation, Is stated to be "to promote
the general welfare of the inhnbitaits of the Virgin Islands of the United Slates
through the economic development of the Virgin Islands." Despite this state-
ment of purpose, Public Law 149 prohibits the manufacture of rumn or any other
alcoholle beverages, which In the opinion of your subcommittee is, utterly con-
tradictory. The only 2 years In which profits were nmdo by the predecessor
Virgin Islands Company were during the war years when there was an excellent
market for rum. The result of the prohibition Is to deprive the Virgin Islands
Corporation of a substantial source of revenue and to limit time potential tilIlza-
tion of byproducts of the sugar Industry. We recommend that Congress give
consideration to the repeal of the prohibition of manufacture of rum at the
earliest practicable date.
The economy of the island of St. Croix is entirely dependent on the Virgin

Islands Corporation and deficit contributions to the municipality of St. Croix
by the Federal Government. In addition to Its activities In developing and main-
taining the economy of the Virgin Islands through agricultural pursuits, soil
and water conservation, establishment of new Industries and development of the
tourist trade, the law creating the corporation provides for $5,000,000 being
made available for loans where time money would not he available from private
or other government sources. The Virgin Islands Corporation Is the largest
taxpayer on the Isltknd of St. Croix. It pays all the taxes that a private corpora-
tion would pay.

(b) lmployment and wage.-The population of the three islands consists of
about 30,000 persons of whom there are currently approximately 5,000 persons
employed in Industry, commerce, domestic service, and professional and other
self-employment ani 2,000 in agricultural employment. In, addition there are
some 1,120 persons employed by the municipal governments which means that
one out of every eight employed persons works for either the municipal or Fed-
eral Government. The following table contains a break-down of the types of
employment and number of persons employed in each category at the present
time.

Number Weekly Annual

Occupation employed Income income

Tadustrial .......................................................... 1 09 $ 40 64804 2,400
Commercial ........................................................ 2,106 -0 I0- 2,400
Domestic ........................................................... 43 5- 10 240- N0
Nonprofessional and nonagricultural self-employed ................. 38 20- MI 910- 3,000
Profession l and self-employed ........................... 24 75-100 3,00- 5,000
Municipal government ................... ............ M .......................
Farmers .9.......................................................... 9 ........................
Farm workers ...................................................... 1.317 ............

Total ........................................................ - 7. . .. ..........

As will be seen In the table, wage levels are substantially below those existing
In continental United States. Turn-over In employment is slow as time result of
the fact that the sources of employment are considerably limited.

Although the demographic characteristics of the Virgin Islands closely parallel
those of Puerto Rico In regard to a high birth rate, a relatively low death rate,
and q generally young age distribution of population, the aggregate problem is
not so great because of the relatively mall numbers Involved. Density of popu-
lation is not so great.

(c) Tax, eystem.-The Federal InconWe-tax laws are enforced In the Virgin
Islands, and the proceeds of such taxes are payable Into the treasury of the
Virgin Islands. The machinery for collecting taxes is the department of finance.
For the calendar year 1948, 1,885 Income-tax returns were filed In the Virgin
Islands yieldlig a total amount 6f $810,850. The total number of Individual
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returns was 1,707 of which 311 represented returns of self-employed persons.
'rite nunler of corporation returns was (0 and tile number of parinershlp
returns, 22. Individual tax yiehls amounted to $225,050 aind corioratlons, tit
$SM,800. In addition to our Federal income-tax laws, there are local property,
excise, and trade taxes. Tile Federal estate and excise taxes do Pot apply In the
Islands.

Not only have the people of time Virgin Islands had experience with the Federal
Inconme-tax withholding system, but there Is in operation In St. Thomna a retire-
ment fund for municipal employees and a municipal insurance fund created
tinder the Workmen's Compensation Act of 11)41 which provides for employers'
c'i ntrilmtlons of premiums based on types of employment. In tile light of the
existing tax striictire in tin' Islands. parthularly tile familiarity of tie people
with our Federal withholding, It Is clear that the collection of the social-security
taxes will present no dliffculty.

As In tl case of l'uerto Rico, time Virgin Islands ]ils recently enacted Its ow;
tax-holidly law designed to encourage the estaldislinient of new Industries lit
the Islands.

Persons and corporations meeting the requirements of the law are exempted for
an 8-year period from all real properly taxes, excise taxes on building materials
ind equipment necessary for the construction and operation of new industries

and all annual or specific license fees excepting those applying to liquor and
automobiles.

(d) 'lh existilng social Aceuriti proii8ionq in, the Virlin Ismands.-Sinc 1%.13
the Virgin Islands has had a publlc-assistance program paralleling tile three
categories in tile Federal matching program. In addition, laments are mnade
In the Virgin Islands to tile permanently and totally disabled, to tile partially
or temsorarlly disabled, and to children in foster-family homes. The first of
these categories correslmonds with tie new fourth category of permanently ind
totally disabled! established under H. R. M00, but there would be no Federal
matching for the other two categories.

.' tIr ,te eneim t line tlie Virgin Isliids Ii:s ia i ive c:l.s load of 1.248 iieroins
and a waiting list of 529 persons. These now on it, irlis are divided approxi-
mately as follows : Old-age assistance, 675; aid to the blind, 05 (including almost
50 aged 65 and over); aid to dependent children, 3T5; fiid permanently and
totally disabled, aged 18-414, 110.

The over-all average payment In public assistance in October 1049 was $S.0
per i'rson, or 45 percent, or 191/j cents a (hay, higher than the 1148 average of $4.03.

Table 7 ii tile appendix contais a break-down of the existing public assistance
program In the Virgin Islands. The total amount available for public assistance
Is $90,000 per year of which $4,000 copies front the comimnity chest find public
trust funds. Individual grants tire figured oil a budgetary basis with deductions
for nimy Iicoie received. .

PART V. DISCUSSION OF RECIOIMFNIPATIoNH

If iln Its application to Puerto Rico and the Virgin Islands our soclal-securlt..
system Is to achieve maxinum effectiveness, It Is essential that the qualification
requirements permit tle greatest number of persons to be eligible for a scale of
benefits which will afford a basic floor of protection'atind at the same tine not
serve as a substitute for Initiative and thrift. Among our alms also should be
the placing of tie OASI program in tie same dominant position In Puerto Rico
and tie Virgin Islands that has been our an tind objective in continental Utited
States. It would be exceedingly unwise In our opinion to provide a social-security
program to these islands which, because tie qualifying conditions are not appro-
priately geared to their economy, literally forces the people under public assist-
ance for their social security protection. We should, therefore, give particular
attention to diminishing the future public assistance cases by Inclusion of as
many persons tinder the contributory program as Is possible. These principles
when realistically applied to the economic life of these Islands move us to ike
the following recommendations which are sumnmarized in the opening of this
report and are now discussed in detail.

1. That the contributory system of the Social Secutrity Act (title II) aid that
the public aesistaoice progrh ne (titles I, IV, and X anid the new tic1k XIV) be
extended to Puerto Rico and the Virgin Islands as provided for in H. R. 6000
(except'as hereafter indicated).-tl. It. 0000 provides that the eASt system will

be extended to IPuerto Rico only when the people of Puerto Rico so express their
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TAlaaaM 2.-PIentolls 0111u401j01 fia Perto Rimo, by3 age, 11senI years 1946--47, 1947-48,

ianaZ 1948-41,

Ago 1944 47 1947-Il8 1943 49 Ago 19441 47 1017 48 1917 419

TotalII 14 yvaM9 2N loll 1I M 1I1M 164
mid) over ... 1111 012 old 35 Ito 44 ... ... 11K lit) 119

1410n19 ........ KI m 79 55 Io (A :M5 :11 33
W1 11)24....... . . 117 11.4 124 11. 111111 tier ill) 7) 22

TA'I.AE.11 t.*-l 'APOT i awaba'rN Of Swoducimi~b 11ivikells. 9riIas 1eoIrl1 c~aiaheL,.l, mid
weeklyj haoist'asaIIl/I~ali li aalaja1811iia Its 'uaclto Rhco. byj maojol' goruilps aad
~1industries, fit 1048-49

Average Averao O'I10
lillmlblr ofI gas A eri

workers vrraldligs I 1111

11)01 lilt klmirtI'I lprlollcld....... .. ......... 1IN. "I %i No I M. 7
hict-tIy airtidailo. ................ .... ,09 )

I$1117.1-0 9, .177 6.4 it W.

Tolimt ouct lO11.. ............ ............. 4,71. 71 7 34
VIr..... I...........5 711 :i$ 1 3.1 H3

To l I Ilal i 'll i llil l 5r,~ylR ....... .. .... 111 *A 4 32 J
Cldrils~, ttlM-I, and1 allicill lprloitliO................ Il 4,3. it 31 A

Niv1o~irl).............. . .. . l3I' 21

hl eitdo you111 ' mod11 rlo ys m101011 farllwrk . . . . . . 217 41,11 itill

%%ybrall i vilt .....1 Il I . . .. ... . . I ... 321.11 31.
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Li-irlr ro w(ld ploliduts)....fiml.......... 4.217 0:.v 3.m
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I.11l ry ................... 2411 8M .7 47.

1,111p101 lfrte tll iAtI)..dut................ Alp 40.1 34.

blI tioldflgie rll lm payi fonelilr y ..V ................. 17 .( 3.
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the 1444144414', 41 n hei te ivrkers' gj.'a;.lg inconiii'

Numbe444r cre

lit 14,rke4
I II 4' IV. rw444 h.. or 4I i~~ II v"sI 1 1 it

No445detit 111 i4~

41 A 44 54 11 ('441 $444.r 1.41,4) 3, I'd Is. to444 25
114111011:1 Id 4o 11., 4411 4414111 24
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5 S4ar4I 1J.11,111 v w ll4 I'4 diiki-.. ... 1111. 1111114~l44 1. 4I4M4, 44 44
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44 Jly A. 4115 4Ikoiles will4 04114444 444444444s ........ 4.44 Six ,44 I4A.:43
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I4 IJily 4,111 01444i41rl 11-1144 . ......... ... 110.411441 844,I ) 411) 444M
42 re44 1). 44444l T~il '444411144 444........ ... 4444.. . 1. X 2. 7,,,. 114441 243
1 3 44 4,4444 1.441 tills 4 I.t4s 4:44.. .4444 ... . 111 4,
14 Se. 1% 44944 4"4444ll4 44444 444444 %kn ..444..44..ut .... 4.1 4. V444 41v 24
14A No4v. 24, 4i44s mi,44.4r44 ...... 14M11) :441) 44441 M)4
44 4 4vt 4,444411 1444,4.4W44 4444444,............... 5.4I4I.4 Pll 1,11,114 204

T44444....................:4.. 44il k)W 31:47.41111 1744

TA41.4 IS.-4AR444 1'444V14444N4 (OF INCI'454 TAX LAW (4F PUERTO4 114IV 1*4 UFFMI
'I'Ax VcI: 4444144 44 4.r 74,. A4444444v4:4, /444,444444 14, 19425. 1t4Jr444.44E'rv,1,4 JANIIA4Y 1,
114, A44 AhtFNI,:N4y4 T11110110441 MAY 15I, 11111111)

1. W4414 111444 WILF,' A 1W.T:U44N

A. Initirfil1tiol1
1. Willi4 44ON4 Inv44444444o4!$.41N) 44' 4444144 4'414l (or 444444'~ mill4 4444444 11%ig Wil 44.7 po11 1444444.
2. Will ON44, 144144444 444 $20M4() It' 444444444441444441 I44'I4g Willi4 Sp44o4se4 or4 It' Join44 44't

1441444444 44f 44usba44444444 and 44 Wife Is ver $2,M).
:4. Willi4 gross44 Incom44e (it $504M) reg44.rlr4I4'44 of4 ne4t in4444444 4r It' 3441414 4744441 4444'444

of 4444144444 44444 Wife' to4 over $2tM).
4. Re4gardless41 olf amount444 of! g(ross4 1441444444 fromil 44414tit liI Pite4rto Rico It 444411.

44 444444 I44 44 nourem'44444nt,4 not44 444ze (it'4 lIP''4 1144'.
(Nit4 Income44 befot4re pe4rsonal44 e'xempt44ion4 4444d evei14 f4r depent4e4444'48)

It. All co4rpo4r44t14nit
0, All po4rlcrit4hil48

I) IVU4lu114'a
1. Acting for~ an4 Individual444 If 4144' 1Idvidual44 44444414 ha4ve hall4 t4o file it re4turn'4

unde44r (lip abo44ve p4ro4visions4.
2. Av4iltilc for4 lil4 estate444 Or trust It 444't Income444 It' $M7)) or gross4 1444,44444 44 $5,M44).
:1. Actin4g f44r 444 ('144444 or IruwI an4y benefi4ciarI4y lif Whi4ch 4Is 44 444.444'444444'4,

44044(744 4X471 (of 1'(44'4t RI1co.

It. PYR:I4ONAL 4rXEMP41TION, DY4U4N4447NT CREDITS'4, 4V7C4'4.14 8 ANDII 441441T4r0N44
FROM4 01110844 OR NXIT INCA)MV4

A. hnildunla
1. PermonnIi exempti44on (fromn net 4Icom~e) :$900) for unimi44rrh4l $241444 for

malrriedI or head of faintly * not allo0wed( non44res4iden't. notivitlice44 of Pueirto 1141(4.
2. 144'4.o'44lo'4t ceit: $444X) fo~r va41,1 thi4'44v4414'4t 04444'r 444444 14444444444 or4 WIN:

not allo0wed4 non4remid4eflt. non4citt141 of Pue4rto4 114070; dependen14'4t 444144 14 un4d4er 18,
orI ph4ysicall4y or 4444'444444y 4444f414. 44o Or tit uni4vers'4ity 444n4 und4i4r 254; e'xcept4 44444 If
a4apae IsX44344 444 44 en (

4 ~it family's onily 144'1,'444444 l44, 444lls (lilt)441'4t4 o444f s4uch1
dependents4'444 8144441 440t 14. allo0wed.
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3. Exclusions from gross Income: Life insurance proceeds from denth of bcl-
ficlary or for educational policies up to $10,000, return of life, endowment, or
annuity insurance premiums np to amount puid ; annuities except for 3 percent
of total premiluns paid iln; gifts lind Inlheritances; Interest onl obligatn s of tie
United States or other tax exempt interest; ucehlent or health insurance pay-
mnents or damages received; other minor exclusions.

4. I)educlloiS from gross Income : Ordinary expense s Il connection with agri-
culture, business, profession or compensation ; loss on side of proltrly or calilli
assets; Interest paid on Ildebtcdness except on debt incurred to buy tax-exenmpt
scurities; certain deductible taxes sluch as property tax; Uiiisurel lIsses Ulder
certain conditions; depreciation oil incone-prodcieng proiuertlesi; naiijor repairs
to iicolne-prodaing properties; contrlbutlon to religious or eharitabh%, ecls.. Insi-
tutiontis p to 15 percent of net income; professional ndical services up to 50
percent of payments; $500 deduction for vteterans of First iumd Secolnd World
Wars ; in the case of a nonresident of Puerto Iico a creutit of $5 isr day for ca-
day In Puerto Rico.

B and C. Corporaifns aithl ptrlitcrshlip
1. Credits: 5 percent of net income; interest oil obligatims of the people of

Puerto Rico or its Instruin-ntalitles If issued for crop loans; tMe anmount of the
normal tax in calculating the surtax; total Income-tax exenption for orgatiza-
tons established for nonprofit puri)oses such as labor, agricultural, or horticul-
tural organilatlons; mutual savings bunks without shares; fraternal societies;
donestle building and loan associations; cooperative banks, cemtnetery conpanles,
cot mllllliiity ein s, etc., Clililllers or -oai elnce. t ,l,., civic tellglles. etc., tia lltltt
etubs, agricultural marketing associations, Federal land banks, etc.; all of thu
foregoing depending on their nonprofit status or nonslaring of earnings with any
private shareholders ; income-tax exceptions for "now Industrihs" its dclled by
Act 184 of 1t18 its amended Ibv Act 52 (if 11141).

2. l)eductions: Ordinary atnd necessary expenses of business, interest, or it-
debtedness; certain taxes, uninsured losses; bad debts; reasonable depreelat loll
and depletion ; certain special deductions for Insurance companies ; donations to
clhritbleit Instltahulms, c., diviindis front denesIt corporaitions or front for-
eign ccliioritlons if i pl-einl of Ihtiters gross Incoic is derived fronm sources in
Puerto Itico.

IlL TAX HATE8
A. llmviduale

Normal tax-7 percent of net taxable income, plus a surtax rate ranging from
5 to 72 iercezit of tict- tuaialle I t ii ne t Ill ti - iv 5-orcnt r a te- apply ing to till, it 'st
$2,000 and Increashlg by an additional 2, 3, or 4 percent for each additional
$2,000 up to $22,000; then Increasing by an additional 2, 3, 4, or 0 percent for each
additional $0,M00 (oat- step of $4,|HO1) ip to $50,)(MI: th-en itlriastng by an addi-
tionail 1, 2, or 3 percent for each additional $10,000 tip to $100,000; then in-
creasing an additional I or 2 percent for each addiltional $50,000 up to $200,000;
with a static surtax rate of 72 percent for Incomes of $200,000 or over. Except
that in the case of nonresidents of Puerto Rico the norinal'rato of 7 percent find
the above surtax rates apply on net Income derived from wages, salaries, pro.
lesslonal fees, or other compensation for personal services performed in luerto
Rico and a 20-percent normal tax and the above surtax rates for Income received
for other reasons,
B and 0. ?orporaffoni antd partnerships

Normal tax of 20 percent of net taxable income if authorized to do business in
Puerto Rico and engaged In an industry or business In Puerto Rico and 20 percent
otherwise plus a surtax rate ranging from 5 to 20 percent with the first $25,000
of net Income exempt from surtax; the 5-percent rate applying to the net income
between $25,000 and $50,000 and increasing In rate by 5 percent for each additional
$25,000 until the surtax Is 20 percent for net Income In excess of $100,000.
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INDIVIDUALS-SURTAX RATES

Net Itn one Amount )tite ''ax ARl rogtto

Perrent
Not over $2,000 .......................................... $2,000 5 $to $100

000 to $4,000 .......................................... 2, 000 44 1CA) 20
$4,00 to $14,00) ... . . . . . . .... . . 12 240 600

t.0 o ,00o ......................................... 2. t 4(8o s o
',000 to $1,00........... 2, 440 1tt 314) 1, l1
1O0,M0 to 22,0. . . . . 004 23 460 1.44
14400 to 14,00 .. . . . . . ... 4 2 O 26 50 2,1464
t4,48X) to $,m4)..... ..... 2 000 294 w8 2,7401

$t1 o,44 to 144,w4....... . . . . . .000 32 0tO 3,3MA)
$t8,00 to $20, 0 ........................... ... 04. ,o IM 4,00
$20,W80 to $22,0M) ................................ .. 000 47 740 4,80
$2?,048 to $ol,48 ..................................... . 488K) 40 I, 4040 n, 4(w4
$24, 8) to 2 ......................................... 4l8 ) 44 2. 610 10,04o
N4WM8 to 4,x).... . ........ 48 48 2,404 I1,"I44
$,d)(8 8 to $41,488) ...................................... . 4884 404 :4 4), 2444 , 101
$44,04X to 00,M8 ... . . . . . . ..... 48.. 0 0... ., 44 4 144621)
504.o4)) to $0,00 ..................................... .(884 544 5. 4( 24,320
5400,4) 44 $70,4oo .. . . . . . ... l..8 )..... .4 4,48 .) 400,321

00 ..................... 10 84 '4, 4(44) 413, 221
$I h0,8) to) 1148,M ................ ..................... t (0 4)o 70 35, 7(0 49,6 )

2),04 an)d over .. . . . . . . . . . .. 72 .......................

t'AIITNIll8)l 'H AND ((lI0ttItA'F4%)N-4t'RTAY t4A1E44

(1) There still be to Surtax ott a iet Ineomnle up to $25,000.
(2) Oi It nt 114lt440 ItOn exCefts of $25,000, b4ut Ilot i exc.s4 of %'40,()0, 5 percent

(3) $1.2504 oil n ntet Itcomtte i1p to $50,000, nll( oil if 11141 Income It 'xes8s of
$50,(00, but not It excess of $75,0, fin alddiltloni 10 I)0rtent ott full(] excess.

(4) ,M,7150 otn i net lucomo 11p) to $75,004): and on( 1 Iet Inc t(, Itn excess of
$75.0K4). but not It exes.9'o of $I00,000, tl llhadditi l 15 l)i4en'tl oi still exce8.

(5) $7,500 ott af net Income tip to $100,000; nltitl oit 11 net Incomtte Itn excess of
$100,000, 11 fai ll 4lonal 20 iercent on said ex(c..4.

TAIm..: (.-[tt4rt1t r'vt'it fopR -r fltttlla r giOvcCt l4)CltI pu rpol42, PItiertO Rko,

1099-$0 to 1.948-4f9

lii rullionsl

Federal taxes relm.
burse1 to the Insular
treasury Total rm

Fi.sel year (July I to Jun 30) current

Federal revenues
Internal Customs

r e11eU03

1 -40 ..................... $2.7 $1.0 $284
1940-41 ............... 4.4 .8 29.2
1941-4 .................................................. 48.9 2.0 49.7
1943-44 ...................................................... 13.6 2.4 8&81943-4........................................................05.7 1.9 117.81944-4 .......................................... ... 37.7 2.1 91.7
194-4 ............................................................. 8 4.7 8.4 99.7
194 T4 ....... .................................................. 19.6 2.8 927
1- .. ..... . ..... ........ 2.9 2.a 89.8

Total .................................................. 20. 20.7 74.
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T.\111,t: 7.-Existhin! putbtlie. u oist re, o'tirap, Vi Isl is of ';lit't! SjottsxOctob.b, 19)9!

i'Iulmlht11 suteiii-.-cu rity calteporih'4

I5I)ye rs likid ow " ....................................................
1 it) (it )%l1 1 S .........................................................

Total lnd ............... ..... ....................
Fmle ir.t,i: 115 yeIrs 111i ovcr. lrl'lld'wiv of tilt, huMind Ilitl ill0 . .Tiio owllilllll lll totally tif~ialed,: 18t hto 6 '4 yerit', uhget .... ...... .
Dli'luicdllit C1ilh1 mn:'iidrll 1 o lIltilly i .1111Cle . . . . . . ........

ilaintie earbitilg for b liurn ....... ........................

'Tota li ilroi Xltl sIKwi-i'trliy cuilto ....................

Categorile Iis t cownd hi II. it. rcm)41:
I'alfiiil' or tolmloruliliy i ls:elhb,1, 114 to itl yeai ul iage.. .

Il idtll lit o ni ' ......................................

Totill il cftegori, Hsot lin I!. It. M0.. . . . ........

(Orsud total .........................................................

NoTC,-Average l 0lolthly ex'pe lI111ts ar11i $7, h4t. tkinllip: )t lp t lilltll it for IM,5 tolut S',4)0 or
RlVtrlagre of $72 ixr liult it. DI)Tero iv (if aproxImntly $,. tier moth111 | oitnributlc om mu(' i tyllt~llliy
Chest ($ 0 i nlonth) i11111 111bIIc trust iulds ($1701 IlllOl|l).

NOiE. -T1|1 v'oyers regular , 1on1l1y grlils uly and d1'i not Iliud 111edioNl| M.sIhInc' aind 1 ,1111 11Cy
uld for foo t, clothing, I 111iaI, tc.

Dr. FIEnN6s-ISErN. I al humble in my gratitude to Chairman A.
Sidney Clullp lind tle other (list jiguislictl ieiers of the House of
Repsresenttit ies whoI accompanied hiln to Pt'erto Rico as members of
his intbclumittee. It is it conscientious report. It is also a noble
report. The report is eloquent nuod truly descr'iltivo beyondt anything
which I nillht add.

rwo 1iion American citizens cmprise the poulation of Puerto
Rico. T'ey tre needfuilly eager, as Almericis to share in the benefits
of the sOtill-set, luit program. Exttension i old-ago a1111 survivors
insurane to Puerto |lico, as well as public assistance is important. All
of Puerto Rico, the people and( their chosen leadership are ei ged
ill alew type of life struggle. We eall it, "oprat ion bootstrap.' We
are trying to lift up ourselves by our own elforts. We tire doing our
level best to raise the stan 'ard of living in Puerto Rico and to create
new opportunities of elnploynent, to increase production, to create
an ecOlulie sittu1tion wherein fewer t111 fewer people will llive to
depelpd on public issistmce for survival, test they wither and die of
slow stiuvat ion. We are doing this with our fullest determined effort
iundl with tle total resources lat o111, C0tmt111(l. It. is it steep uphill
elimb. It. is a tremendous task. iltit we are doiug it, allod we tire going
to tie it.
. Since they are doing their part, I ask of this committee in the nnmo
of my 2,000,000 people and in the nilme of Christilan prillciples thllt
they belgivyou a helping hmd ill their "bootstrii o1 eration." It is not
only public assistance which we need| and want. It is a share also in
the old-age and survivors insulance system.

As this system develops in Puerto Rico, unl as our "operation boot-
strap" succeeds, andt as our industrialization program accelerates
ahead our nteed for public assi tnce will lessen andle en.

1022

Nlumbuer Averunre TotlIS lllill

47 fi 74 $114. 0O

1.1 Is 6_4 
1 . 410

-~ 1.11 -1 4 4.11.4kil
412 44 42 71S. 75

:170 4 . I 112.
i I 6114 17. 51

1. 121 54t1 (. 4 0.21140

77 ). 73,

4:1 t0.1:45 4,15 04)

121 7.*M 9M1. 75

1. 24K S.1v(1 7. 365. 75
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Senator Kmilt. I want to ask, right there, if you would give us a
brief 1,suii6 of what you refer to its your "islndstrinlizat ion prograln."

)v. FFHNn6s-Is8ItN.'Sir, I'erto l6vo trtaditilonally has hid n agri-
cul~tuIral ev'oIllily.

The ('i. t.\x. Sugar is Nt'1 umii product of exportI
])r-. FrjtlN,6s-IsFN . At present yes, sir. Formerly, in the past ei-

Ilry, it wis nultitul ' coftee. ('l'ee was our1 main export and sl1gar was
]lit so importlit. With the eliaige of sovereigntv a1d the ehitige of
ecotnol liv relahtjotnships a Id coiiterei'il Iel atioslps, sigar hecamo
tie iist itimportanti. and coffee hits beconte Iilther uniuportalnt.

BIt for itI v ,ea1's we IhIIve coIt i IIIed to he ait itg ItiIral coIIt 1',
dIeIIling 1111111tv oil stga1P, ol soll tult-eco, sotme fruits, atid soit

Sellatol K EIllt. Wh'lat is (lite Ii'ea of l'uietIo ltivo
)I'. I 1N05-l,,4'nIN. Th i rt v-tive lhtt(tunred .ilnire Illil-s.
Ihe (CH1,111 N.\x. ('1111 ,ou give 1ts. here. lite nulmber of people gainl-

fuillv etiployed Appr'i3n'tely. anywav I IuIdei1,stald Congress.
111111 ('ap s coming over to alIar"lier, followitig your' test tioniy.

I)1'. Yes. srax. Yes, ,ir. I thiiik I recall. but I would like to
look up tle figures before I say I t positive.

Tihe CIIARMAN. Perhaps Mr. I)avi,, 1ee can sUipply you with that.
Dr. FMIIN6S-IstiN. Tle labor force, including the armed forces,

wo"Ild li t 81,Ot9M: total nounlilittaly employment, 12,000.
Now, we have been apiypviug in Puerto Rico fot' 50 'elts Iioder

tuet lolls of nllblie Ilealt I, directed towat'd tile ditiluislitltg of disease
an1d tile oweilig of tile deat Il rate. Und therefore. wit i a slustailled
birth raw and it decleasinig deatli rate we lave had a great inereasoill poplahttion,

Sellitor KFtll. What is Voll' i'tt lyoplult iolt I
)r. IFEiN64-l8IMN. (tur'l).'esent 1iittioii is 2,000,000, sit.

Senator Klalnt. Was tltat the 194( celtslls, or is that estitulted I'
)r. FmNxs-lsmrtn. ''hlat wis the 1141) estilute. I wotll( say it

would now be a little over 2Ao)0,000.
T'10 ('.IRMAN. ]How lilill3y of your people gailufully etttployed are

i agrictltu're
I )r. I,1RtN68.IsII N. lit agriculturt'e. forestt, aild fisheries. there are

251,000; in snga1'eane, there are 139,000; itn'toiicco, 7,000; il coltree,
11000; in other fa'ms, 92,000.

The CHAIIRMAN. Thank you, sir.
Sottor K t. Your )olhult tion is between 575 and 600 to the square

mile-
Ii'. F.ttN6s-IMtIN. It is about 640, 1 believe. It is a very densely

populated Island.
jSeIiinator Kratl. About o11)e p)e1'son to tile acte I
)r. Ft1Nos-ISlFiN. It is slightly less ppilated. I would say, thtat

Rhode Island ind ('olilectieut, but very close to it.
Sent or Kii. Yoi were ibout to !ell me1 about. wlhat yoi1 meant

when you referred to your industrialization prograll.
)V. 'FRNos-s.lIN. N7e4, sit'. Well, we reaVIize tlat it is iUposible

to sustain a large polulation, tin increasing population, ol land that
does tnot inielei -, where the area is the salme. Therefore, we realized
that we had to industrialize.

Of course, we have industrialized in sugar, for instance. We have
slgar mills. We raise sugareane, and ve ttmake mgtl,. There, still,
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we are limited by law. Under the Sugar Act we n1ay not produce
more than so much sugar. And this year, for instil ne, we have1 had
I tite a problem, because our lp'odutin went. way ahead of the quIota
allowed, and we find no market. And lay--al ill this we had the
very vahlualle help of my friend Congressmuan ('am and his Col-
heagues-we were able to sell 220.000 tons it the world market through
ECA; of course, at a lower price than the domestic market. Thati has
meant quite a reduction in the illcolle for Plerto Rico its compelled
with what, Puerto Rieo wouhl Have received if all sugar had been sold
in the does ic market.

Senator Ksnii. Bit, by reason of that smti'plusage over your' allot-
11eit, act illily y'our total" income wits increased, was it, not ?

)r. FFnv6s-smn. That is right. Bit I inean that the income that
we get front sugar sold in the world market is less than if sold in tile
domestic niarket.

Senator Kern. I understand. But both the regulation with respect
to limitation and the agreement of the producers with reference to
limitation is calculated by both to limit, that, production to where that
sit Ilms does no exist, as f understand it,?

lr. EiiNoS-IsEIN. 'lThe way it, has worked, sir, is that the growers
could never know what amount of sugar they would be able to sell.
Because they know that. there is a quota, lull they also know that there
are deficits In the other areas, and that those deticits are to he filled
with surpluses from other areas. And as a matter of fact, during
the 3 years that. the present Sugar Act has been in effect, tile other
domesiie areas have always had deficits, while the Pueito Rico area
has always had surpluses; the reason being, in our estimation, thit, our
quota was determined, tinder the law, below our producing capacity.

Senator K~nt. Is not the very principle of the quota based on the
assumption that the production would lie less than it could lie from
any given area of production? Otherwise, wiy woultld there lie quotas?

Dr. FnnN6s-IsFnN. Well; the quotas are, of course, aimed at de-
termining -

Senator Kmi. Are not the quotas aimed at. reducing production
below that which call be produced? Thtat is the lrposo of then),
is it notI

Dr. FznN6s-Issan. That is right.
Senator KrRr. So that when you produce, you know that you are

going to get a certain price for your quota, and you know flint for
what you produce above tle quota you have no such assure, in tle
absence of a shortage somewhere which would let your surplus in,
and that otherwise you must calculate that you will sell it in tile
world market if you sell it at all. Is that not correct?

.Dr. FFrN6s-IsnN. Tite law, sir, contemplates the existence of a
carry-over.

Senator Kriln. Who carries that over?
Dr. FF.nN6s-Iern.N. Whatever area has it.
Senator Kr.nr. The producers?
Dr. FERN6-IsRaw. That is right..
Senator KVr.n. So that if you sell it at all, you have got to sell it ill

the world market.
Dr. FERN08-IsF.Rn. Or keep it. for tile next year's quota.
Senator KEtn. Then you would not be selling it.

10241



SOCIAL SECURITY REVISION

)r. FEI.IN6 S-ISEIIN. Not. that year. You would have to wait until the
following year. But it. is so di flIult to determine e What tile production
ill each area will be that it is safe ill the national interest to expect.
that. Somie Iarea Illa y always have a siirjplus. Otherwise, we would
have, to draw on (,uball slugal to fill in any deficit in any otle of our
alrells.

Senator KI:il. But its far its I ant concerted. I do not concur in your
line of reasouiig, there, tfhai the selling of tlie stirlplts in tlie world
IIIIl-ket irollght about a shortage of income.

)'. FERn-6s.-IsFIN. It brought il aut iconlie lower than we would
lhi\'e had if our qiuot a was larger.

Seuator KFuln. And it also brought in un inconte greater than you
would lav'e had if your production had hee limited to your quota.

)r. FEIIN-ISIFIN. That is right. That is why we lprefer to sell
rat her than to keep t le ecirry-over for next year.

Sellitor KsIIlI. Now, thtl, do yoll w'illit to answer tile question I
asked you about What you mean when you say "our industrializition
prgrlum" "

Dr. FNIN6s-I5F.N. I Wiis saving tht we have industrialized, and
we had ii1ust realized before, on sugar. We have established rehineries
for sugar reflluing. although there, agait. We iire limited to refining
only 12I,00 tons oilt of our quota of 910,000.

Seliiator Kitin. Is Inot the gist of v4-11 ii i1list rializat Itto progrill
that auIyhclv who coules down there'alld establishes an industry lis
the ,haldalage of not paying an Federal income tix I

l)i'. FEiINcis-Isrn,. I would tot quite express it that, way, Senator.
S6ilit ur l.iu. How would youi express it?
Dr. Fu:Iixs-lsr1lx. I would say t hat Federal income tax does not

apply to Puerto Rico.
Setiator Kv~il. Well, does that mean they do not have' to pitay it
I)r. FzriN64S-IsERN. That is ri ht. 'hIe Federal inelu-tax law

does uot apply in Puerto Rico. We have an instilar ilcoinle-tax law.
Senator Kzaa. Is your industrialization proglaun one where the

island lls been huil'iulg tile plants and theu leasing them to irivatte
iuidustiy., whieh has tie oportlltitv of operating tllem td sellinur
their l1oduetS ill tlie Auerican unairket without, either paying tariff
or Federal income tax on their profit v

DI'. FlHINs-Is1N.,. Well, the island is-
Senator Kznmu. Is ly statement leellrate?
l)r. F:UN6s-IsAIiN. I would like to give a little explanation.
Senator Kzmil. I do not. care how nmueh you explain it. I would

like to kntow if it is accurate.
Di'. Fu 1ms-IsF1N. Wtell, I will put it this way, Senator. 'Ie in-

sular legislature has passed a law providing for tax exempt ion for
new industries coming into tle islud for it numher of vears, so its to
give facilities to expaundiug capital front tile mainland to establish
itself iIl Puerto Rico. Of course, Piuerto Rico is within tile tariff
system. Our market is Puerto Rico itself and the mainland, in tile

mine fashion-
Senator Kmiiu. I am not complaining about the arrangement. I am1

just trying to get tl acueurate statemneut in the record.
)r. F.lNim-Is.m. Yes. Therefore there is it law establishing it

tax holiday for new industries after tile executive council of the is-
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lad, whiVh grants theHo eXeilil)t ioI, is satisfiedl tlint it is I new
industry ad that it is going to ormito now opportunities for work ill
the island.

Semntor Kr.H. Does that exomptioiu from taxation ha'vo to do with
taxiltioll within the isliid, or with the Federai i|lcoIul tlaxl
Dr. FEWINos-151 V. It is taxtloll Withlln le island, but, sili|c Fed-

oral oiime tax does not. apply to tlii isliid, auy industry whether old
or now in Puerto Rico is urter tiue insutiu inlleoe-tax faw Wit is ilot
Ulder the Federal income-tax law.

Sentator K'm,. The iusuhlitt i1ncom-t.talx ltwml lxplaill to the voln-
mitteo how that works.

SDr. FRIul.eISFN.'N Th11 i1sulr' law I? Or t he Federa law ?
So11.ator Kllim, You said they wereluder ti, ilelilar ilcoum,-tax

law.,
)r. Finnx6s.Tsom. The iistilar iiioiit'-tix law of PI'elto 1tif iik

very muich like the Federal. It applies thero lUlider the rates tis do-
terniied by the insular h'gili itur . Now, in the oaso of these unew
industries Coming in, they lre exellmpt fromu that. tax as well as from
the other hisular taxes.

Senator Ksrim. Then the gist. of the idtlustrinlizatio|l pIrgr.lu to
which oyu refer Is that inthtstry has the Opportunity of opelatil
there Nvitluoutt paying either whit. we would refer to as State, or Fo(T.oral taxmVY

l)'. FMIN'-e-TsE1N. Yes, sir.
Spnator Krim, Auud what. part. of Your industry is it, where the il-

sulr goverlillelt has buiilt t, plant, or 11 u iande th a l)ital iuivest-
Inelt l11d Jlts leIlsed it or rented it to the olcritors i1 it yeir-to-,VIitr
or term basis

. Dr. FnllN68-T8annN. Sir, lt the lleginllihg of tilts progrumt we knew,
had sre frolm experience, that private capital wail very loath to start.
new industries li Puerto Rico. 'Tluere seemed to bi a1 idea that, no
industry had a chanee there, exce tilig HuIgIIrcaI 111101111yheP, t)INIhC01
and coffee. Thorofole the insular goverlol t created a govern-
mont agency to show the way. Ald at first they established somui in-
dustries themselves.
, Senator KvIt. )id they operate themi theus ,lve, or did they build

then tmd lease them to ot here to operated
Dr. FIi a-IN6.lsilm. Tile first of tho11 were operated by this agency

itself: the Cement plant, the bottle plant, iold some11 few others. Now,
there was a shoe factory oatablishtd. It hs already been sold. Tito
other rs are in the process of heng sold, now that private industry hasa
seen that. theso idutrliescan be dl developed il Puerto Rico. Of course,
that was juslt the beginning. Later tells agency would just help tile
now industries to establish themselves, maybe by building the plant
ld leasing it and letting private industry go ahead.
S onatortu.. Now, tohn, can you answer lay question as to what

percent of the present industrial structure there is in connection with
plsats which have been built by the insular government and leased to'
private operators I
Dr. Yj 11N6s-ISrI. I couldn't ansWer that question accurately.
§.NA'rolN KRa. Could you answer it roughlyI
Dr. FRFuN68-8IKRN. Sir ,
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Senattor R(E11H. Could volt 111olilte anst inlitteI
DV1. IelINOMi-18sEHN. I bt ilivl could sayv that. I (-ail ment ioi t hein.

tlioii ha11 liven estil 4is it, iiiayboi, tuittor slightly iitoreont volit ions,

14i. FEFiN(11- ISEIIN. We ha ibout t110 1t'ilt y-filveodd.

DV.F~~ Isa. Nono of t homil. 'liit is not a niow industry, yolu

St'iitoa' Kv.111. Ml of thIwil won'o built by privilt capitilalI
Dl'. I"E:ii6s. ISEN. 'I'tliat is r-ight.
S1.niitorl Kr~ii. D o iiiiy of t ht'iu ply V itiy jllsitla1- r 1' rl I ('lti x's?
DV). l"EiiN(IM-1 $E1iN. T1l'y till d10. 'The' .1igil 1111115 till do.
Seoiitor Kcnin. Do wilat. t
D)1'. FIMi6IAEiiN. IV.
sto1i1tor. Icv"Ii. liy %N~'tit V

St'miitor. K. -uii. EA-ery t ax. I asked you if any (if t twin paiy ilnstilar

I )'. I"EiiNt'i- IHM. Federal?~ No, ~i.Ioits it eea n'ii
tuixes tdo not apply to Puer01to Ifivo. sr.Bcilote edi-1 lclo

Seilittor Kri. "I'hii 11011 of theinnly tia'ny Federal inleonie tax, but
till tlie' sugar mills d ivnsort ix?

Stoillit (i Kmi. Now, whtat other intdtstries do youl liv~ell
Dri. 1l'lIN(IS-1s1iIN. WO hlavet tigilr tiiikiiig. *Thbat. is ilot it. now

itidust ry, oiletr. 'I'll lt is nott eXt'lllt'. itctoultln't. le exuilipt. We Ilave
two veiit'it factories.

St'nator Kyima. Whlo bit thitn?
Dl'. lKHi4INFUssN. ()lt) of then, the first. O11o, was built by the

Fetdtral (loveraninelt. It. is now being rkin by tilt- insuhlr government.
The seolld 0110 wits est illialed by priv'at3 illist ry.

Seuntor Initit. Witt built it I
D~r. FE1iiIIS-ISEiiN. 'iVittO illtllistry, It piivitt' cotiii, a lecal

prlivalte concern.
Svilaitor Kcima. Otte of theni is nkov opiitott by tile insulair govern-

illt'it andit tilt, (itheriby 1it p1rivate operators
DVr. FFiIN68-iMFiN.' Yes, sir'.
Senaitor Kanit. 1)003 the p'iviito opet'rtr of the evlileit lanit hinly

ally inlnrlll taxeR?
Dri. 14i"MIsMuIER. Yes, sir.
&)uator Kr~it. I thought. you saidt if they were it now inittstvy youl

Oeemptedl t bein.
D~r. lia~sIs .tn tis case50, it is Ilot ii notw inlist vy, bteallse we

already 11111 thuis industry thir.
Seiikor Kutin. All right. Thanel wihat is (lt, e 1w industry that, does

not Paw ingulai taxes?
Dr'. l4'EUN6-I5EiN. A new ilndistr13, aoriiig tol the intei'petit 1111

of the law there, is anl industry tiat ldl't exist before.
Senator KvlitR. I am not inllitersd ill tilt, inlterpretit it) oif tue law.

I am asking for an examnple.
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Dr. IFEIRNo-IsAItN. For ittatlanc, \e have now no factory ill plahtie
production, and somebody who wishes to come downl t lere to est iblish
it factory cold do so.

Senator Krim. Is that, lit eXalple of oate that hits bheeu estahlislud'?
I)r. I mtN6s-smtsN. No; it. is one that we have not established.
Setlator 'h r lel. no you ave an1 slch industry
Dr. FIiN6.- INFUN. 1 d u1t get. Volill quest toll, it'.
The ('11A,\MN. lie wishes to know if av new industrv which is

exempt for it p eriod from the ilsillar t ax hits ;tI uilly heen e'st hlished.
)r. FERn6S-lsrlN. Yes, sir.

Setautor K nlt. Aiud il operation?
Dr. FF11NOS-lsERtN. Yes, sir.
'T'he (I01A1MAN. lio is asking you to eitulerate those.

)r. FU:rN -IEIlN. Yes, sir. "1Tere hits heun a textile pllt (-Stlh-
lished at Ponce. That is stlpomsed to be exempt. It is new.

Senator K( nhn'. lowil manly people does it employ'?
Dr. Frnw6s-lsiolN. I understand it employs 250.
Sellator KEl. 'Thio'lae th examples that I would like to have You

give ns. if you know of them.
)r. FmlsNs-IsmtI. Yes, sit'. There is another otne.

Iiepresettative ('SA'. I have a list of every 0t they hatve there.
Ve welt to see then all.
The Clu.(ut RMtN. Catmgre.S1amn Cnipc headed a slhcomnllittee front

the Wt'lys ind Meitts Conlnlitt ee thatnt neattllv visited tlie island.
Dr. IEIN6s-ISFItN. A alew illthistr' there would be shoes, fot' it-

Statace. There isl shoe factor now there. It is a new iidlstrV, there,
and we ne'el- hld it before. So it is exetpt for it pet'iod of t ilte.

Senator Kvina. How long a tiltel
Dr. FERN6s-l HE.N. 'Twelv'e ye1rs.
Seattor Kviti. )o vou have n list there of the So-called new itduhs-

tries exempt, froa both Federal and instinr iteonte titxesl
1)r. FERNOS-IER. I have a list here of the industries that would

be eligible, hee'ltlse we did itot have them there.
Senator KEti. I utnderstood the (Conagressm11an to say that that Wits

a list, of those that lie had visited there.
Represe1ative CAMP. That is taIken from their exetl)tiot liaw,

which ran 12 years frot a e1'tain date. AN, tite durittg tlitt tihe if
t new illdtstt'y applied their executive coulieil might grilut that tiew
industry a tax exception. That list there is it list, of factories tlhat
fire already o1 et'ait g oil the island, which, of otu'rse, includes sugar,
Sugat'eane mills, cigar factories, and so on. Of course, any otto of
those coming ill would, not be titnder thit law its it new omie. So anly-
thing other than that list. might, under the law get. the exempt ion.

Setintor Kuma. I was just trying to get flom1 tle doctor or fl-ott1
anybody vwho has it an itecurat list of tile industries now ill opera-
tion in the island, or being built, for operation in the istnnd, which
are exepi't, front either insular or Federal taxes .

Mir. DAvis. We Shall he very glad to supply that for the record,
Senator Kerr.

l)r. FvnTr6s-TsmApn. The actual list, of the factories now there?
Senator KVRR. Or beino consttytcted.
Dr. FtRN6s-IsE..RN. Or being constructed. I will be glad to furnish

that to yOU.
Senator Karnt. Fine.
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(The mile l.er referred to is its follows:)
liots or II'tVil.HFNTATIVER.
a8hiflto., I). 0., March . , 19.O.

I loll. IbWIlIIT S. KFuts.
Unitcd Sta't's Senate, Washitaiton, D. 0.

l)a:Aa SKNA1I O KFiuta: In fIcCOI'-lti'o with the retltst yout nite during Ily
lipliap rilllae before the Stalto 1illtillie 'oi111alttee In colintoct Ioli with soclail-
security legislati, I till% forwarding herewith the following d.olillents:

1. Copy of ilhe re.olillioll of the l'ureto Rican l,]Xevmpthlon 'ouciil with refer-
cllve to tilal eXvlillhilliX.

2. C'opy of the tlax-exeniption law of P'uerto Rico.
3. A list of hihustrhs amul firins operating ili Puerto Rico which are exempt

from Insular tax.
4. A list of ittimstris operating il Pu lerto Rico which tre not exellipt front

listUlar tax.
5. A list of inluastries which may ho contemplating establishig themselves li

the Island Umdur tax exemption.
Very sincerely,

A. lauN4S-l114.aN,
Re'sident (o0ntijisslot('r.

IN TIEi FXlKt'I1'IV COUNCIL, O1 eUl.IiT) RIC)

RESOLUTION

.'rATMNT OF PoI01me r. TAX ExvMPriON

WVheras the Executive Council of Puerto Rico is deslglautel hy law a1S the
Agency Io adnnillster the "Industrial Tax ,xeunpi1oat Act of luerto Itlho" ,

Whe'ellrs it Is the desire anld Intenlotu of the 'outacil to alh1huister the Act
i mitchi a aiinaniur as to promote the industrial developlmuent of Puerto Riico, to
rdse the standard of living of the pecople of 'ucrto Rico and to elucollrage the
deveioiment of ildustrles which will he nlliutialliy belleficlal to the eeollomy of
Puerto IlIIo and that of the United States;

Whereas the provisions of the "Industrial Tax Exemption Act of P1uerto Rico"
give tile Executive C(oucllll ald the governor of Puerto Rico certain latitude for
administrative discretion In the administration of this Act ;

Whereas It is the belief (it the Executive Council that the policies of the
t'otiucil now governing the adiulntstrahtion of the Act mhotil be mado known to
all parties who may wish to take advantage of Its benefits: Now, therefore, be it

Rcesolvd bthe Khc/rventir Coutlil of Puvrto Rime, That tile following policies
shall govern the administration of this Act:
1. P'ritIoNHS Wim. itS DIX'tIn) ll|'tl'l..-l'etltiouts for tax e'xemuption pll-

milant to tle "Industrial Tax Exemption Act of Puerto ilco" Mhall be processed
with all possible speed couslstent witlh good admnitration and tle saufegknrding
of the Interests of lhe l'eople of Pterto Rico and of the United States. To tis ed.
all atgencles of the Insular governmentt concerned lit the processing of petitions
shall give high priority to all work necessarily In connection wllh the processmig
and coiusideralion of petitions for exempt ion.
2. No L.AHOR EXIaLOrrATION.-WIth1 I the lits of til' framework tt tle Law,st hall be the policy of tile Council to enlconrage those industries which tenld

to pay reasonably high wages and no encouragement will lie given to Industries
which pay unauccemtsarlly low rates or which tWnl to idlulge inl practices which
lowe., the standard of living or working conalithlos of labor. IldustrIes employ-
Ig factory labor will be given particular encouragement, blt the fact that nit

Industry, otherwise eligible for tax exemption, will distribute nil or part of Its
materials for production at the homes of the workers will not, of Itself, be a bar to
tax exemption.

3. P KMIUM ON (loon In lttOR RLATIONs,-To the full extent of the iswers grant-
ed It by law In tile adni1niMstration of the "I1tlustrial Tax Exem1ptiotn Act of
Pluerto tico", the ]xetlllvo Couiell will offer encouragement to ilnlividuals or
firms whose record of relations with labir Is gool, ImI no Indtustry will be en-
couraged to locate lit Puerto Itico where It appears that the primary purpose of
locating li Puerto Rico Is to escape labor dispules reported to a government
agency or of which a government agency has taken Jurisdiction,
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4. MUTUAL ]I|NEFITH TO lIERITO RICO ANtD UNITED STATE EcONOMIES.-It IN tilt'
Intenitioni of the 1cttclllyle 'ottiil to idiitetr ilt IiiX xeltihi ut 110h 11i slucil it
Wily ase to eiitourige tilti promote Inthitlry wlilh wIIi beitellt fliit- l t''iolt llia u
nid United Stlles 'ctitlhilii's. To this etlt thi l,'xecti llve ('ou ci0 will 1s.. Il'

lJioyers grunted to It In the 'InhistliiiTaX lxt'tlillhmo At of Pllerto lleho" to
eincouirige hllose ilitit rlil enterprises whtch rpt'a''esolt lit expausloi of existllg
ndtlil e Orl th- development of new ftehlds of InlttlStiry. h'lht' hPl'etlta of tile tlIx-

eXelption Iprtogrami will not lie utsed to iIIcoutrage lilty itlittitry to imo'e to Pliterto
RICo fit liit' exlin.ie of inijuing ITtlt ici Stntes Ildtit It t'tillilt Ils hy t-htslig
lilitt 01' (itillt iit jtr tahttI oll IIi I llose firtats.
IlI Iliassing 1ilittlt lilly lielitill for fi x exetptionit lresetted by it Iiettioier whihlh

hait 'lost dilow':l or which rtnilo'etS to t-los' tlt4Wll It Ihntit III lilt' Colillltliital
Unitlled ,slites IIIII wIhch prollosesx to) tvAidllsh it new lihintlit InIlerlo Rihco, flilt-

,xNeettlve ('oulleil wIll gIve ti'le veighlt to Ilie foltiling flit'tors:
(if) Whetlier r o t lit- dethlslo i to lose the old Ilhnt wit iinth' li'lir it) lit

thte Pterto Ii'o was Coniler't s it possille site fit,' the tiew lat :
(h) Whether Or tti Inlie deelsit Itt chOse Ve 0141 1111111t W110 itll nt'rsullit of totl

facttrts hloVihg it)i ('titnt'tlli with ilt, PieI l'l Ithio iTx ExtiiipIIlii mI programt,
folte llt tile zollhig ll( (of file, Old 11111u1, I i lchquale fscelory sincee, lunaees,dilily

to tuarket. exceshI'e freight ott raw itialt-ltils or other shithiar factors;
(e,) Whe~ther" Or not ft% iaure of tilt, lilis., the voillint, Or in'odiwctimu, and

the ellollyntell thereof Is Ntlh as (to tifct toitterihlly the ecutuuy lot tile eoit
inunity ill which It Is htateid.

A(-r No. 184

TiHE IN'lflSTRlIAL TAX EXEMIi'IIONS ACT (IF lmtEI'l')o ilt'(o

As anlinded by Act No. :152 of May 14. 1141); Act No. :5. of May 14, 11)411
Act No. 3T5 Of May 15. 11-19

AN ACT To declare the police of ht o l'othe of Puerto Rico in tntuietloit with 'mil' rsry
tax exemptttt for flew idutitriet to determilne which Industries shall be eligible fur
the anefllta of tis Ate to estalish tlit nature, exit'tit, and cope lf the teimlirary tnx
exeulitton to be granted to imitd eligible Industtrips: to nuthorlte the Rtxetilltve 0ml'uell
of Puterto lItro to grantt .entiorary tax exemption to sald elgtle litndustrle, atnl to
revoke the snic lit IcertSin cases, nl to tuikti mach rules ti) reguiltoit it iuuitny Itt
necessary for suct purposes; to reialt Act No. .4tI, tptroed May 12. 1047. and Act
No. 22. approved )cec'mber 5. 1047

I 
anti to nltutprirtt the tolin of thirty tlhousal

(80,000) dollars, In order to carry oiti the purposes of this Act

STATEMENT OF MolIvIIs
Tite I'glslittire of Puerto Ritco, by tite itresent Statelitt of Motltves atd by

tite Instrumentality of this Act, declares:
That, considering tite liitatihtitt it territory, li agricltutitral wiitlt, tid in

other natural resources of Puerto lito, It Is flit Ultvoldabhi, ditty t itOur GoX-
erment to iroiote this Indttlita ileVelilituet tt tile cotttlry In Order to raise
the standard of living of tile people of i'uerto Rico attd'to give it soitd founda-
tion to Its economy.

That in order to enure the most effective development of tile necessary itt-
dustriallsatlon, so its to lay a solid foutlatlio for Pterto lHican ecototny, It Is
niessary to give to till tiew Industries ts well its to sote of the Industries already
established aid which have a potentiality for expansion because they have not
yet reached their full developmuentt, th' greatest smssible eutcouragement by
granting them tax exemption subject to the fullilhtent of certilnt cotditiots.

For the most effielettt enployient of Our hnttt resources, tite most frltftl
utlllzution of our Ililted natural resources, the astturace of alple etttploylient
opportunities for our labor masses, the remedying of the unelphtytuettt arising
from the inability of oltr agriculture to absorb all the available hattds, It Is
necessary that the (overntient it PUerto IRico shtll prepare to wage the battle
of production, by provllng Indlivluals and entitles with the etcourageient
and facilities that will render cotnierelally pttractlve the establilshment of tlew
Industries it Puerto lceo, am well as the develoltntet.of those lIduitries already
In operation which are capable of expantsion.

In order that the encouragement tendered by this Act lit the forntt of tax
exemption for the promotion of the Idustrial development of Puerto Rico tilly
be an Incentive, having a real aitd uttiistftkably sure basis, tile Legislature of
Puerto Rico hereby declares that It considers nll tax exemtptions g'intctl under
the provisions otftllhs Act as being In the itnature of a contract or agreement
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lvetwien the Governmelt of l'llerto Rico anlld the industry receivig ilti' bentflt
of tilt' exellhlt1oll, 1111d that It proposes not to adopt filly legislation which 1olly
iilllir or iimit such exemIt lol Or which i1l1.v dcfellt tile lpUriSPs of this Act.

Tih' iag.1latUre of P ll(erto tIh' considers thit the Illlustriles listed below, find
denolin4led il I his Aet its "deslgillted industries," are Ildustrles established
ii I'uerto Itico. whil'h have good prospect for further develolllnllt ; thilt their
'xlalllslon Is teessllry for the iromiotion of tlie Puerto Iticiit emollt1ll1y, noI(d thatl

they deserve, therefore, to enjoy the Ienelit of tax exellptIo grated to tieit
ly tils Act.

1. rtiles prolluc'ed by lssemlblg Ilalnts. By asseling llnts shall be
uInderstlood those factories ellglged in the Irl(l hllction (f articles of colm-
ill-rce', excllldtilg furiilture, by the JIintg if parts, llrovided that tilt, cost
,1f the work of asseblllng the article represelts such 1 subsllantil part of

tile total cost of tile article, that iII till% Judgnellt of till' Executive Council,
tille industry deserves the eXelpt11 hereit provided for.

2. Arth'les of straw, reed, fin1d other fibers.
3. Artiicial Ilowers.
4. italls for baseball and other sports.
5. lledsprings all(d mattresses.
6|. Billfolds aind other particles made of leather or Inmittion leather.

7. Bodies for Imotor vehicles.
8. t 'aldlem.
0). Caltdy.

10, C'annted products.

11. I'eramlics. tuindtlg, bricks, root tiles, saltary ware, tiles of all kinds, and
other cly products.

12. Cheese.
13. Cigars.
14. Cigarettes.
Il . Cil'llatogralplle jobs In ltoti pletars produced find exhibited for collller-

('llt purposes'.
10. ('osnetics.
17. (Cetton. silk, or rayon hosiery.

18. Crackers.
19. Edible oils and fats.
20. iiter front tilt, coconut and other fibrous plants, an1d articles and products

derived therefrom.
21. llshling tackle, Ilinhg nlets 111d rods.
22. i"Iture' except what Is provided under No. I above.
2. 1'oilhillg of (1a1no s 114and other precious find semriprecious stones.
24. Glassware.
25. Gloves.
20. Matches.
27. 'llerard ad indPer pulp.
28. Pottery,
21). Canllied citron.
30. Catidled or preserved fruits.
31. Rugs.
'12. Shoe.1 and slippers.
:1. 80111s).
34. F(iod istes.
85. Tannery products.
30. Tin containers.
37. Toys.
38. Water and oil paints.
31). Cattle fi(d poultry food wix in general.
40. (,is aim-ndtd by Aot No. .155, of Jiffy 14. 199).-Me a1d women outerwear,

including, but not limited to, dresses and coats, proviled tile cutting of
materials therefor Is dote In Puerto Rico.

41. Any article of commerce manufactured mainly front textiles, and which Is
produced in Puerto Rico, provided ninety (90) percent or more of tile cost
of tile textiles used In the manuficture thereof, covers textiles produced In
Puerto Rico; Provided, however, That for the purpose of comlutilg the
vald ninety (90) percent any lace, drawn work, ilesh, ribbons, braids, rick-
rack, find narrow elastic and Iionelastlc fabrics used in the manufacture

,1f said article shall be disregarded.
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The Legislature of Puerto Rico considers that the Puerto ItIcani climate and
landscape niako of our Island an excellent tourist spot, but that It is not lossilh,
to attract tourists to 'uerto Rico if we lack accommodation facilities. For the
purpose of encouraging the construction and maintennince of hotels which will
afford snltable accommodations for tourists, and considering what that will Imean
for the exltanslon of our trade, the IAeglslature of Puerto ico deens It necessary
to grant tax exemption to such hotels as, lit compliance with the provislihs of this
Act, guarantee accommodation facilities which will imake tourists t good source
of Income for Puerto Rico.

Be it cctcd bithe Lclstflatlrc of 1'tcrtlo Mi,'o:
SECTION 1. )FrINITIONS-
As used In this act, the following teris slall have tin' following ilewi"llngs:
a. i)cslnlctatud dttestri.-Any of the forty-one (.1) industries listed in the

Statement of Motives of this Act.
b. Mtnlm-dts 'irodutiCs.-'ieii terin "lnnufactured lroductl" slaill mact In

iot only all products t ransforacd from raw iarIls into articles of tcoammiervt-
finished by hand or manchinery. itt also any product tine value of which.h, lit 1ii
judgment of Ihe l'xecutive om('oucil, is sulslantially increased by Itrocessiig,
assembling, or extracting.

c. Imiistrial Uait.-Any plant, factory, ntichline, or inachle ensemble having
a capacity for ierforaing tile major funcions involved i the Iroduction of it
iatifat'ureid product oi a coniatercil scale. A plant. factory, iiiichlile, or
machlie ensemble may be considered Its a siarate hlidustrhil tult, within tile
lUcinning of this Act, even though it may use, lit ('4iittticmo with other industritl
mills, certain mnihor faculties such as, but without iitation, setions of build-
ings, power plants, warehouses, material conveyors. or other minor production
facilities. ItI tile case of such facilities which tire heilg used iln coinnion, tile Exec-
utive Council may limit the tax exemption to a part of ti vitine of such facili-
ties it proportion to the use which the Industrial unit eligible for exelillioln
may iake of such facilities, the determnint factors of sutliuse Iliig, aon11g
others, the spice occupied, the time and nature of the use, and Its linportance to
said industrial unit.

d. Prodthct one on a Comincrelat Rca lc.-Producthnns for satle oil the market in
the normal course of isiness Ili qutantities and at a price which Justifies the
operate lon of an industrial unit as a going business.

e. Hotcl.-Any building or group of buildings principally mnd bona fide devoted
to the furnishing of sleeping acconmnodtlons for pay primarily to transient
guests, In whhiluh no less than fifteen rooms are furnished for tie neconmaodation
of such guests- lid having one or inore dining roonis where lieals tire served
to the general public; provided such facilities are operated lit Ptierto llco under
conditions aidl standards of slitalloli and eflilemicy accelellt to the 0xecutivo
Counell of Puerto ]lico. lotels may ho of two classes, tourist tld coinuerelial
hotels, each of which is hereafter defined.

f. Torist iHotei.-ncludes a hotel oisrated primarily in the interest of the
tourist trade and which shall have as aii integral part thereof, within the limits
of the hotel site, anid In prol)rtion to Its iaximu accoiumodation facilities,
one or more of the following typical tourist attractions:

(1) Beach of lake development. swimming pool, or both, with adequate
bathing or other water sport facilities, efficiently to serve its guests.

(2) Rural or senil-urban hotel location including anple grounds around
the hotel structures, and adequate facilities for horseback riding, hiking,
game courts, or other outdoor sports, and provided the hotel operation Is
devoted efficiently to serving its guests with such facilities.

g. Commercil Hotel.-For the purposes of this Act all other hotels not com-
prised within the limitations of the above definition of tourist hotels shall be
considered as commercial hotels.

h. "Rmettption Period" the period starting on July 1, 1047 and ending June 30,
1002.

The other terms employed herein, unless otherwise sreclficually provided, shall
have the same meaning as iii a similar contest in Act No. 74 of August 6, 1920.
as amended, and regulations thereunder.

SmyrtoN 2. ELiNLF. !1t TSUTrtas.-There shall be eligible for tax exemption
under the provisions of this Act:

a. Any industrial unit having as its object the production on a commercial
scale In Puerto Rico subsequent to January 2,1947, of any manufactured product
not in production,on a commercial sealp in Puerto Rico on said date, and for
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which there were oil such(l date fit Pulerto Rico no manufacturing facilities capable
of tlie ptrodulctlol of si Illt manufactured product oit a cotnierclill scale.

b. Any or all tie industrial units of one of the designated industries, whcll
it new unt of sld Industries his begun or begis its production oil a comilmercil
scale, for tie iirst tine, oil any date sullsciltent to May 12, 1147, provided the
new Iidustril unit, in the Jludgnent of tile Execttt le Council :

1. Is estaillslied or Is proposed to be established lit good faith find with
it perniiniilt character.

2. Prodltceis or proposes to produce, or has or will hnve (lpcity to pro-
duce, a substantial slire of the itrtlcles of .oininnerce, additional to that
produced in Puerto hico annnlly, oil tn average, by all existing unlis of
sltich tieslgliited Industry. during tit' three, yeirs prior It tile dite of tile
estalbislnent of the additional Industrial built.

3. Secure a tiix exelilt iiider the provisoniS hereof.
C. Hotels, as deliled IlII Sectlion I (e), 1 (f) and I (g) if tills Act, and operated

in Puerto Iico tllth1r cotdit loils of sainitatioun i1ld ellihleliCy tetitltile Io tih
lxcelitive Couniell of Puerto Rico.
if. (As taicndctd bl Act No. .65, of Mfay /4. 19j9). Any Industriil llt which,

although qualifying for it tax exeiiitlIon under the pIrovislois of Act No. 4, ap-
proved May 14, ltJlt3, llplied for at tax exetlition but failed to olitali it under
such Act; or any indUstrial unit which (lid not apply for tax exeinplton under
sild Act bectiuse it hiis icen estiilisied iy the Government of Puerto Ii'o or
by any of tile instiruneiitall les thereof for which reason It was trot subject to
taxation, provided, til- sld governiiltn itndutstrhl iiit started Oipieritions til it
business iasis after May 11, 1-12 ; oi any industrial unit eiljoyig tix eXemptio
under said Act tit the tine of the taikinug effect of thIs Act oil Maty 13. I|-18, lro-
vided sald Itudusiliul unit lIroduces raw nalttrials which ar essettlil to other
iinduistrild or aigriclturai opitratiolns estildished III Puerto Rico, aind ltroves to
tile sittisflctitl of tile Executive Council of l'iertio ico, that it requires tile tax
eXeilliolI to be able to conltihue Operating.

e.' Tit P Xecutive Coutcli of 'uerto Rico lay, in the exercise of a sound
Judgment, deny tile tax exeittion in any of the cases listed under subltdIvislotus
(at), (1)), aili (d) (if this section; wlcli in its Juidigttit, till, article of comniiierce
produce or to bi ptrodiuced by the applicant, tiecause of tle use thereof or oitlier
fiietors, will be it substitute for, or a cotpltitOr With slisuiilidviuutild IVlii9 tilo
account of tilt% exemption, of sintlar articles of conunierce lroiiuced by industries
estailislhed lit 'uerto Rico; Proidcd, hmoaicerr, That itowi I list iti iig the fore-
goilg lrovisiois. tile executive Colleill iiy grali tile exeitlion wIlitelv'er i
its Judgmtueit, the lilllllilt eligible iidust ry represents a suitlbstiull gaii for
the general economy of Puerto Rico by reatsoni of the eitploynient Olllortuiltties
It may provide, tle proslects for the developineit thereof lit i higher scile it
Puerto Rico, aind til quality and eiciency i the use, or in the Isneill to tile
cotimutnity, of thlie article of cotniterce wlich tile applcitlit eligible Industry
produces or will lirodi c. With tile exception of the indislries for the aitliu-
facture of concrete blocks, the executive Couicll, may, lit graiting exmlitilon
to tiny industry uider tlte iforesaid circumstiinces, ol Ietitolt of the interestedl
party grant said exemti ion to such other existing Indtistries inantfactuirimg shillt-
lar articles of comluierce its in Its Judgment will sustain siubstantil prejudice
iecaise of the sutbstitutioii or competition referred to iti this plragrall.

SECTION 3. AIjCATIONS FOR INDUSTIAL TAx HXEMPTION.-Anly iuitirail or iril-
fllal person who ins established or llroposei to establish in Puerto Rico an
eligible Indutstry, may apply to the Executtive Council of Puerto iico for tix
exemption.
S ;roN 4. GRANTS OF INIUSTRIA, TAX EXiMTIiON-a. Iadustrics.-After It is

lirovetI to the sitisfactioi of the executive C.olieil, that til ilpllicint has es-
tablislhed or will establish In Puerto Rico an eligible industry, the Execlitive
Council shall declare the ituistry tax-exentpt anud shall grut tile itilIlIcant, in
actordaice with tle schedule of rates set forth in iiiaragralh (a) of Section 5
of tMis Act, exenition froit:

(1) Insular (r muntiicipal taxes, or taxes of tie Government of the Capital,
on such property to be employed or which Is employed uti the development,
orgatization, construction, estitblisintent, and operation of said exempted
Industry.

I Designated as subdivieon e, by virtue of Act No. 812, of May 14, 1049.
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(2) Taxes oil the inconle which the applicant imy derive front the opera-
tion of said exempted industry.

(3) Iicense fees, ,xclses, or other municipal taxes levied by any ordinate
of tiny municipality or of the Government of the Capital on stid exenupted
industry.

b. Hotcl&.-In the case of hotels, after it is proved to the satikflactlon of tile
Executive Council that tile applicant is operating or will operate it hotel in Puerto
Rlico tnder conditions of sililtiou and deficiency aeceptable to tle ENxecutive
Council, the said Executive Council shall desire saild hotel tax.exeimipt, ant s11l
under the provisions of this Act, grant sulich hotel tax exemption front:

(1) Municipal and instilar taxes, or taxes of the Uovernnient of tie Catpi-
tal, on such real lid personal property its, in thit Judgment of tilt l-xectitve
Council, Is necessary for the development, organization, construction, es-
tabllshnient, and operation of said hotel in lccortiance with the applicable
schedule of rates set forth In paragraph (b) or (c) of Section 5 of this
Act.

(2) Taxes on such lItone its tile applicant nay derive front the opera-
tion of sad hotel in accordance with the applicable schedule of rates set
forth in paragraph (h) or (c) of Section 5 of this Act.

SECTION 5. 11ATE8 OF EXrIPTION.-F'or the purloses of this Act, the following
rates of exemption shall apply on and after the effective date of the exemption
and ip to June 30, 19062, oil which date till tax exemptions shall expire:

a. l'llgible Induatric-

Percent of (a% exemptions

Taxtbre period covered Pees atidPropety laonic oilier
taxes ta-xes muthes

taxes

July 1. 1947, to June 30, 199.................................... it i00 10D 10
F ,isal year I 9-- .................................................. 75 75 75
Fiscal year ik0-a1 .................................................. 0o 60
Fiscal year 1961-62 .................................................. 25 25 25

b. Tourist Hotels-

Percent of tix exemnp-

Taxable perlot coveril
Properly Tax.exe Iipt

Sites tncomie

July i, 1947, to June 30, 50 .................................................... i00 100
Fiscal year 1959- . .............................................................. 75 75
Fiscal year IOM-41 ............................................................... 0 go
Fiscal year 1961-62 ............................................................... 25 25

c. Commercial Iotls-

Percent of tax elemp-
lion

Taxable period covered

Properly Tax-exempt
ties Income

July1, 7,toJune t%@. ..... 60 t
Fiscal year 109-. ......................................... 37.5 . . .7.6
Fisclt year 19O I ............................................................... 25 25
Yb ar1O61-62 .................................................... 12 12.5

StoTIoN 6. INcomes TAX EXEMPrION ON PROFIT OR DivIDEND PAYMENTs.-a. Divi-
dend or profit distributions by a corporation or partnership exempted here-
under from the payment of taxes, made from the income derived from the
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operations thereof covered by the exemption, and paid to the following stock-
holders or partners, shall be tax-exempt in the saime proportion as said incomes
are tax-exenpt with respect to said corporation or partnership purstant to the
provisions of the preceding Section 5;

1. Persons residing in 'uerto Rlico.
2. Persons not resIlIng in l'erto Rico who are not obligated to pay,

lit any jurisdictions ottsle Puerto Itico, any tax on Income derived by
them from any source in Puerto Rico.

b. Any distribution of dividends made by a corporation exempted hereunder
front liaynent of taxes shall be considered its inade front gins or prolits exempted
front taxes tinder this Act, pIrovited on the (late of dimtrilibtion the latter does
not exceed tle undlstrilted baIntce of such gains or profits.

lit the cases of corporations which, on the effective date of their tax eienp-
tlion hereunder, have accumulated a sarpits, dividend distributions made on
and after sad date shall he considered as made from tihe undistributed balance
of saild surpls, btt after tile hitter is exhausted by virtue of such distribu-
tions tlte provisions of the preceding Inragraph shal lie aplplicable.

(1) No profit or loss shall be recogtlzed If tie shitres of a tax-exemtpt cor-
lporationl, which have betn acquired through purchase or otelrwlse, tre sold or
exchanged oun or before the ternination ditto of tile tax exemliption granted
to the ,or atriflon.

(2) Protit or loss shall be recognized if tile shares of it tax-exenllpt corpora-
tion which have been acquired by purchase or otherwise, are sold or exchanged
after the coritortlon'q texemlption terlntittion date. Tilte profit derived from
the sale or other disposition of such shares shall be the surplus of tile antount
received Ili such stile or disposition over tite hae established by subdivision
(c) of this Section, and tile loss t'hill Ihe Ohw excess of stid iase over the atitount
received.

c. To determine the proilt or i'ss derived from the stile or other disposition,
imide aifter the exemnptlon termiination date, of shares of a tax-exempt corpora-
tion. which shares have ticen atqured through purchase or otherwise before
tile corporation's exemiption termination date, the larger of the following bases
shall he used: (1) the vahle of such share on the exemption termination date
according to the books of tile corporation less the amount of any tax-exempt dis-
tributions received ont said shares after said date, or (2) the cost of said shares,
less tile antount of tiuy tax-exempt distributions received on same before and
after tile exenptilon terinllation date.

8ETIoN 7. LIQuIDATION Or TAX-EtXEMI-'r CoaPORATIONS.-If on or before June 30,
1002, or atny other larger date, lit case that the end of the exemption period
provide for hereunder has been extended (tile said date of June 30, 1902, or
such later ditte, being hereinafter teriied "exemption termination date") any
property, Iuclding money, Is received by a domestic or foreign corporation
(herein called the transferee) on complete liquidation of another domestic or
foreign corporation thereit called the transferor) ; and if, on tile date of such
receipt by the traisferee, tile transferor Is entitled to a tax exemption granted
hereunder, no Income tax shall be assessed on or be paid by the transferor or
the transferee with respect to such liquidations, only If-

(a) Tile transferee was on the ditte of adoptlot of the liquidation plait,
and has continued to be at till ties, until the receipt of the property pur-
iutut to said plait, the owner of tit least 80% of the total combined

voting power of all classes of voting stock, and the owner of at least
80% of all other classes of stock (except nonvoting stock which Is limited
and preferred its to dividends) ; and

(b) All the stid property was received by the transferee pursuant to the
said liquidation plan, on or prior to tile exemption termiation date and

Mc) The distribution Is liquidtloutn by tie transferor, whether at one time
or front tinte to tiite, was made by the transferor In complete cancellation
or redemption of all of its capital stock.

No Income tax shall be assessed ott or be paid by the transferor, whether or not
the transferee tssuines any liabilities or obligations of the transferor or receives
such property subject to any liability or obligation of the transferor.

If the exemption of a transferor corporation hereunder should be terminated
prior to the exemption teramination date, a sum equal to the earned surplus of
the transferor corporation as of the end of the fiscal year of tle corporation in
which the termination becomes effective, may be transferred by the transferor to
the transferee tinder the circumstances described hereinbefore under (a) and (c),
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at any time thereafter without assessment of income tax on the transferor or on
the transferee.

After the exemption expiration date, a sum equal to the capital and tile earned
surplus of the transferor ats of said (late, lay be transferred by the transferor
to the transferee under the circumsitances described under tile foregoing (i) and
(c), at any time thereafter, without assessment of income tax therefor oil the
transferor or the transferee.

By "earned surplus" of tie transferor shall be understood the earned surplus
according to the books of the transferor, determined li accordance with gel-
erally accepted lccounting principles, but tie amount thereof shall not lie larger,
save by tile aliounit of the income tax exemption granted hereunder to tile trans-
feror, than the amount lit case the tranusferor ild in fact been subject to tax
under the income tax provisions ll force during the exemnption period.

In the event of a liquildation under the circumstances described In this section,
tile base of tile property to the transferee oIl subisequent dlislsitilon by tile trans-
feree and tile base for allowance for depreciation or depletion, stall be the
adjusted base of tile property, pursuant to tile provisions of tie Income Tax Law
lit force, plus an amount equal to the earned surplus of tile transferor at tile
beginning of the liquidation. Slch surplus shall be allocated to tile several prop.
ertles transferred il accordance with their respective adjusted bases lit tile
beginning of tile liquidation.

SECTION 8. ADDITIONAL FUNCTIONS ANn DTIES OF TIM EXECUTIVE COUNCIL.-PFor
the proper administration of this Act, tile Executive Council of Puerto Rico shall,
in addition to the aforementioned powers, have the following powers:

a. To appoint the personnlI It nay deem necssary to carry out tile provisions
of this Act, and to fix the salaries thereof or any other compensation for such
services.

b. To make arrangements for the holding of such public hearings a1s It may
deemn necessary, and to require of applicants for tax exemption tile presentation
of such evidence as will justify tile exemption applied for.

c. To designate a person of trust to hear the evidence presented in relation
to tiny application for tax exemption. Said person: (1) may summon witnesses
and take the testimony thereof, as to tile facts alleged or in any other way related
with the tax exemption applied for; (2) shall have te power to administer an
oath to any person or persons testifying before h1; antI (3) shall make to the
Executive Council a report on the evidence adduced, together with Ilis recom-
mendation on the matter.

d. To provide for everything necessary for tile most expeditious despatch of
the applications for exemption, and for such purpose, to meet as often as may
be necessary to consider pending cases.

e. To request the cooperation and assistance of any department, agency, de-
pendency, Instrumnentality, or public corporation of The People of Puerto Rico,
and such department, agency, dependency, Instrumentality, or public corporation
shall lend such cooperation In order that the provisions hereof may be enforced
with the greatest effectiveness and dispatch.

f. To adopt such rules and regulations 11s it may deem necessary to carry out
the purposes of this Act, which rules and regulations shall, upon the pronilga-
tion thereof by the Executive Secretary of Puerto Rico, have the force of law.

For the purpose of this Act, four members of the Executive Council shall con-
stitute a quortum.

SFcvroN 9. INSULAr Aorcy RtovTs.-Before deciding on any application for
tax exemption, the Executive Council shall first consider tile reports on each
application which shall be submitted to the said Council by the Puerto Rico
Industrial Development Company, and such other Insular agencies as in the
Judgment of the Council should make their report on such application. Such
report shall be made by the said government Instrumentalities within the term
the Executive Council may by regulation prescribe therefor.

SrrloN 10. TAXES NOT COVFaD BY s- O ro.-No provision of this Act shall
be cn-trued as to exempt from the payment of:

a. Workmen's compensation premiums as prbvlded by law.
b. Fees for motor vehicle licenses or plates.
e. Taxes levied under Act No. 288, of April 6, 1946.
d. License fees or excises levied under-the Internal Revenue law: PROVIDED,

'HOWEVER, That all laws or ordinances of general application providing for
exemption from taxes and excises shall be$ likewise applicable to the eligible
Industries availing themselves of the provisions of this Act; and the tax exemp-
tion from excises od raw materials, as established by Section 72 of the Internal
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Revenue Law of Puerto Rico shall be extended to the eligible industries availing
themselves of the benelits hereof, even If their finished products are not taxable
under the Internal revenue Lalw of Puerto Rico.

SECTION 11. EFFECTIVE I)ATE OF EXEMPTION.-A grant of tax exenptlion approved
by the Executive Council shall not be effective until the samue has been approved by
the Governor of 'uerto Itico. but when so approved the grant shall be effective oil
and after the first day of the month following that in which the application
was tiled. Tile Treasurer of Puerto Rico shall return to the aplicant whatever
sum the said aliqlicant may have paid for taxes appertaining to any period
covered by the exemption.

SECrION 12. (As AMFNiEDii ny Acr No. 352, OF MAY 14, 1949) PROPERTY OF THE
UI.'tRTO RIcO INDUsMIAL )E VIJ:1AMIN'r ("OhIIANY OR OF PVIvATE PImSONS3 I)EVOF.D

TO INDUSTRIAT. l'IJI'OsEs.-The exemptions provided for tinder this Act shall be
extended to such personal or real property of the Puerto Rico Industrial Develop-
ment Company 11s under said company's Aid to Industrial lDevelolment and
Hote l)evelopment lans. inuy be used or owned by an industry or hotel which
hits obtained tax exeiption hereulder and to the compensation the said Puerto
Rieo Industrial Developuent (?o0pany nay derive from the lease, use or usufruct
of the property so used r owned.
The real loperty constructed or installed by tiny person to lie leased or to be

otherwise placed at the disposal of a hotel or industry exempted from taxes under
the provisions of tills Act shall be exempted from the payilent of property taxes
while the said property Is used for the development, organization, construction,
estalislhmnt, or operation of t hotel or industry exempt from the payment
(if taxes under the provisions hereof. There shall likewise be exempted from
income taxes tle, compensation received by sucl person for the lease, use or
usufruct of the property so used or owned by a hotel or industry exempt from
taxes under the provisions of this Act. Tile exellption from property taxes and
income taxes provided by this Act shall be in force only during the effectiveness
of the tax exemlption granted under tile provisions of this Act to the said hotel
or Industry, and in thmesame proportion established ill section 5 llereof.

In case that only at part of the real property is used for the aforesaid purposes,
the tax exemption shall be extensive solely to the part of the property so used
and to the part of tile Income derived from the lease, use, or usufruct of such part
of the property.

In case additions or extensions are constructed or iiStalied in existing real
property for the purposes and uses referred to in this Act, the tax exemption shall
e extensive only to such extensions or additions and to tie Incolne derived from

tile lease, use or usufruct thereof.
SEcTION 13. OBLr(IATrON TO ltEPoHT.-Any natural or artificial person covered

by the benefits of this Act shall be under obligations to present to tile Treasurer
of Puerto Rtico, pursuant to tile provisions of Section 295 of the Political Code
of Puerto Itico, and not litter than March 15 of each year, a complete list and it
correct valuation of all real and personal property declared tax-exempt under
the provisions hereof, and which said persons possess in their own right or have
in their possession on January 15 of eaeh year: to tile annually with tile Treasurer
of Puerto Rico pursuant to the Income Tax Law in force, but Ildependently of
tile amount of his gross or net income, a separate income tax return. iI addi-
tton to that which they may otherwise be under obligation to file in relation to
the operations of tile Industry the object of the exemption ; to keep, separately,
the accounting records relative to tile new industry declared tax exempt ; to keep
such records, make such sworn statements, present such declarations, and comply
with such rules and regulations as the Executive Council may prescribe for tile
enforcement tlereof and as the Treasurer of Puerto Rico may prescribe In con-
nection with tile levy an( collection of all kinds of taxes.

SECTION 14. RtEvoCATION OF T.x ExEMPTioN.--The Executive Council may, with
the approval of the Governor andi after permitting the grantee to appear and be
heard before the Council. or before 1 "Master" appointed for such purpose who
shall report his conclusions and recommendations to the Council, revoke any tax
exemption granted hereunder, in the following cases:

a. When the natural or artificial person to whom the exemption has been
granted falls to comply with any of the obligations Imposed on him by this Act
and by the regulations promulgated hereunder:

b. When the grantee of the exemptio does not conmence within the period
fixed by tie Executive Council or extensions thereof granted by the Council, tile
construction of the Installations necessary for production of the articles which
he proposes to manufacture;
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c. When the grantee of the exemption fails to complete within the time fixed
by the Executive Council or extension thereof granted by the Council the con-
struction of the Installations necessary for the production of the articles which
he proposes to manufacture;

d. When the grantee of the exemption discontinues production on a commercial
scale in the industry the object of said exemption for more than thirty (30)
days without the authorization of the Executive Council.

SECTIoN 15. Act No. 94 of May 14, 1936, and Act No. 346, approved May 12,
1947, and Act No. 22, approved December 5, 1947, are hereby repealed: Provided,
That all tax exemptions granted usder said Acts shall remain in force, together
with all benefits, rights, privileges, obligations, and limitations provided for
in this Act, and the applications filed in accordance with the aforesaid Acts
No. 346 and 22, both of 1947, shall be prosecuted under the provisions hereof:
Provided, further, That all tax exemptions granted under the provisions of the
said Act No. 94, of May 14, 1936, shall remain in force for the period prescribed
therein and to the extent and under the conditions under which they were
granted, and the Executive Council shall see to the strict enforcement of the
conditions of such exemptions and shall, in case of noncompliance therewith,
act in the same manner and with the same powers as the Public Hervice Com-
mission would have acted under the said Act No. 94, of 1936. The Executive
Council may grant, under the same terms, conditions, and scope tnder which
it would have been granted by the Public Service Commission under the provi-
sions of Act No. 94 of May 14, 196, had said Act been In force, and extension
of any tax exemption granted by said Commission. Natural or artificial persons
enjoying tax exemption under said Act No. 94, of 1930, may avail themselves of
the benefits of this Act provided they fulfill the conditions thereof.

SECTION 16. All resolutions and findings of the Executive Council and of the
Governor of Puerto Rico under the provisions of this Act, shall be final, and no
Judicial or administrative proceedings shall lie against the same.

Sac'rioN 17. TAX EXEMPTION TANSFER.-TbIe tax exemption granted hereunder
shall not be transferable under any circumstance, including but without Ilnlta-
tion, by reason of the transfer (a) of the properties of the industrhd unit
exempted, or (b) a majority of the voting stock of the undertaking owning
such Industrial unit, unless the transfer Is previously approved by the Executive
Council and the Governor of Puerto Rico. For the purposes of this Section,
the term "transfer," shall, in addition to its ordinary meaning, mean : (1) the
transfer to a single person of a majority of the voting stock of the undertaking
owning the industrial unit; and (2) the transfer of stocks which do not entail
directly or Indirectly a change in the control of such undertaking. This prohi-
bition shall not ba applicable to transfer from subsidiary to the parent corpora-
tion thereof provided such transfer Is made in thes cases provided for under section
7 of this Act and the Executive Council and the Treasurer of Puerto Rico are
notified in writing of the said transfer.

SECTION 18. APPROPRIATION To CARRY OUT TIE PuRPosEs OF Tills ACT.-The sum
of thirty thousand (30,000) dollars Is hereby appropriated for the fiscal year
1948-49, from any available funds in the Insular Treasury not otherwise appro-
priated. The Auditor and Treasurer of Puerto Rico are hereby directed to set
up in their books the sum herein appropriated, and to Issue the proper appro-
priation warrant crediting said amount to the proper account. The Auditor and
the Treasurer of Puerto Rico are hereby authorized and directed to make the
proper disbursements in accordance with the procedure established by law. The
remainder of the appropriation made under Act No. 846, of May 12, 1947, shall
continue available for expenditure for the purposes for which said appropriation
was made, notwithstanding the repeal of the said Act.

SECTION 19. SEPARABIrrY.-If any clause, paragraph, article, section, or part
of this Act should be declared unconstitutional by a court of competent juris-
diction, the Judgment entered therefor shall not affect, prejudice, or Invalidate
the remainder of this Act, but Its effect shall be limited to the clause, paragraph,
article, section, or part of this Act so declared unconstitutional.

SECTION 20. SuoRs TiuTL. The short title of this Act shall be "The Industrial
Tax Exemption Act of Puerto Rico."

SS CToN 21. REP AuR.-In addition to Acts Nos. 346 and 22. of May 12, and
December 6, respectively, of 1047, whiclr are expressly repealed in Section 15 of
this Act, all other laws or parts of laws in conflict herewith are also hereby
repealed.

SECrIxO 22. Hm@IvzIwss.--Ihls Act, being of an urgent and necessary char-
acter shall take effect immediately after 1e approval..

Approved, May 18, 1948.
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New industries operating witht tax exemption,

Nane

I. la.kins Plastic Corp ..............
2. Nash ]layatndfu Corp .............

3. Iforinpten Art. Flowers, Ine .......
4. Koro l'roducts ................
5. Shawy Ilandbags Co ...............
ii. F.edcrick Schult ...................
7. Caribe Flower Co ....... :--........
8. Rico Television Co...... -......

9. 1. It. Hosiery Mills .............
to. ULTIMAX ......................

11. Caribbean Optiml Co ...........
12. Caribbean flair & Bristle Matu.

facturing Corp.
13. Caribbean Zipper Co ...............
14. Caribbean Pearl Cori ................

15. Dick Will Inc ........................
16. Gloria sandbags Mfg. Co_.......
17. Dlteta Manufacturing Co ...........
18. Rodriguez Bros .................
19. Peerless productss Co ..............
25. St. legis i'aper Bag Corp. of PtIerto

RICO.
21. Jem Manufacturing Co ..............
212. Olympic Corp ......................
21. Puerto Rico Brassieres, Inc ..........
24. Amerluu Cushion Co ...............
25. (ift Leather Co ....................
26f. Sun (iass Corp. of PuCrto RIco ......

27. Carlbbean Clothing Corp ............
28. Puerto Rico Woolen Textile Corp...
2. U. S. Hearing Co ...................
30. fled Cape Leather products Corp...
31. Metal Products, Inc .................

32. Ponce Candy industries ............
33. Rio Orande Artificial Flowers .....
34. Borinquen Foods Corp ............

3S. Crane China Co .....................
3. San Juan love Corp ................
.37. Seflorita Hfosiery Mills ...............
38. Textron P. It., Inc ...................
39. Care Bilton Htotel .................
40. nartfleld Mfg. Co ................
41. 1P. R. Rayon Mills. too .-----------
42. Beacon Textiles, Inc ............
43. Joyce of Puerto Rico, Inc ............
44. American Syntex, Inc ................

45. Puerto Rico Woolen Textile Corp...
46. Rugerofters of Puerto Rico, nc .....
47. Puerto Ilico Mirror Industry, Inc...
48. Puerto Rico Nail Products ..........
49. Villa, Inc ...........................
50. Ilato Rey Electroplatlog Co .........

af. MIIlford Needlework, Inc ............

Product

I'lasiic products -------
l'ortfolios. brifeases, ssallets. aol related

article, of leather or imiii'ation leather.
A rtifilia loiirers ........ ...............
Cord,% handa . ....................

. 0 ...................................
Artists' brush e, ..... .... ...............
Artificial lower ... ..
Radios and television receivers (table

models).
Hosiery of ill kinds ........... ........
I )raft ing equipinent, art ists' material, and

allied products.
sutrn gescs anid eyeglasses frauumes .........
Hair and bristle brubhes ....... .......

Zippers i p p e rs.............. ..........
Pearl neclaces, earrings, bracelets, and

other pearl Jewelry.
Cordt, handbags...................

do ... ....................... ......
Mifent's outerwear ..........................
Jewelers ... .........................
Simulated pearls ........................
l'alper bgs ...............................

Brassieres .................................
Mten's undershirts and polo shirts .........
Brissieres. ......................
Canvas products for outdoor furniture....
'raunery ................... ....... ......
Metal and plastic frames for sunglasses

and S etacle cases.
Men's outerwear ..........................
Woolen yarns .............................
Sapphire bearlns ........................
Wallets (natural and Imitation leather) ...
Tin cans. containers, galvanized palus.

bathtubs, satcepans, and enanelware.
tHard candles .............................
Artificial flowers ..........................
Candied fruit preserved coconut, coconut

meal, fruit juices, nectar. and marma-
lade.

Vitrified and seailvifreous Institutional
and domestic chinaware.

Machine-made fabric loves ............
llostery ................................
Cotton, rayon, and nylon textiles .........
tlotel ....................................
Frozen foods .............................
Rayon fabrics ............................
Blankets .................................
Men's shoes ..............................
Steroid hormones, chemicals and phar-

maceutials.
Carpet, rugs, and cloth for garments ......
Rugs ......................................
Glasses and mirrors .......................
N ails .....................................
Chenille pieces, bath mats ...............
Electroplating In cadmium, chromium,

et.
Wotnen's wer and outerwear .............

Location

flU rabo.
layamn6n.

Naraujito.
fiayarn6n,
Ciuuas. P. It.
Arecibo, 1P. It.
Cayey. P'. It.
Hato Itey.

Arecibo.
'ega 1Ja.

Isla Vel Ie.
Hato Hey.

Falardo.
Ponuce.

Fajardo.
Arecibo.
Ilato Hey.

IDo.
Santurce.
Ponuce.

anutirce.
D)o.
ISo.

Rio I'iedras.
Calnas.
Santurce.

May-auel.
Juncos.
Bayam6n.
Cabo ioloe.
le Piedras.

Ponce.
Ilif (I rnde.
Toa Baja.

Vega Baji-

Ifato Rey.
tIurabo.
Ponce.
San Juan.
Bayam6n.
Vega Alta.
Marneyes.
Ponce.
tato Rey.

Juncos.
Isla Verde.
'once.

Hfato Roy.
San Juan.
flat Itey.

Arecibo.

Forty old local Industries have been tnade eligible, for tax exemption by In.
cluslon in the list of 42 designated itdustrics In the tax exelptilon act and have
availed themselves of such tax exemption. There fire 15 futrnilture factories, 2
pharmaceutical manufacturers, 1 hotel, 3 cracker factories, 4 candy factories,
5 diamond polishing plants, 2 rug manufacturers, 1 leather button platt, 2 atti-
ficial flower plants, 1 dry yeast plant, 1 ice creti cone factory, I dehydrated
coconut and candied citron manufacturer, 1 native fiber products manufacturer,
and 1 ladies outerwear plant.
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Salht iigtvI1M

81.t it-t -

Straw mtift-uir

S~lliw

Iitlfloor
'iroittwe,
Viltegilti
W olititt 11101114
wVltui

Newi idutiitu having tch- upplll tiol for tlx vjtIillltoni peildllyj

A. IN OICH~ATION

1. Hatlol thruaitCito., tile.
2. Sautarm, Ititrilt Co., Int .....
3. Fletcherlt.- .. .1 . ..
4. 1 4 D I xe Dtye W1orkst, It .
5. Milk troduclts 14. A . .....
it. Suptreot Neviltoraft Co... .
7. .. (t .... ... . ...
H. Puerto Himc htattrtw~ Coa ....
V. ttoratto H andcraft. Itiv ... ...

10. (ortie. Perot. hlortl il ( .u...
1t. Piuerto Himc Agrictiturat (Co ....
12. Bell(* of Pi'lertci 111(0. tie.....

14. Nevaies Mantaoiturtng Corpt_ ..
15. 'iorio Himc Milki Prod Ileti, tsle.
16. Puerto Himo Food Prosineisi C'orp.,

file.
17. Produtieos Rainllor. lte.
1it. Hlilstina Cori) ...... ... ....
IV1. ANtorlwilr. tile . ................
20, ttayino ?.luiier. lke...............
21. lu-irto Mixcc lieltt...............
22. trodttrlek tAt,. tile . ........
Zi. leather tf~Ututrlta. t110.
24. Artclu hIdustrielite...........

Pi. NO~T IN OPKiiAlIl1

1. Rani Juan lie A Wire Wortuillte,
2. Coujuetie, tile
3. tiit1wr onvertIng C.o 101 1c
4. tierto Itet ltclenific tircetllig Nia.

lion.
A. Vortateta Itotutop. lte.
11. Iltumtr Nuruertet, lte .....
7. Itteti F11111 (lf) ....r . . .. . .
ft. Itimoil of A~tiatit lila..............
So. SnittbArn fils . Into ..e ....

toi. Puierto Illco Mining andt Proccusiig
Corpi.

It. 14 Prvferltm............. .......
12. Con.Itltatit Iron At Metals Co..
13, Eilwixri IRochrs................
14. 1141lutlt ttlitoreu, tue.....
IA. Dite 'roiucts lte
16. Itttum tttttteiirgWr. .

Mono Iroit

tiii1riiltlutis.......... ...

(til aw111ilr) tot.1

(Vinh-it .dlt .i..... ..... .....
Nt"w rliiiet ikix.. ... _.......
Crctiit 8111i....................

Storingin tilttilam.... ... .

Coillemo ...ra.t.... . .
Coty c il-iti-it ndikittei. .1r.
Ste"'s nit nd iiri'otrei tio........

Wlne llii r iiiiteitti'r . rt . ...
Coirotiihni .......................

Meo vtal poglc ..... .... ..o . _lilii .... _i~
itoill ti qlm l . ...... .

trFwlircteiv ........................
itv ietratii y...t.e............
('1ot'liuli aixtirixtetloli ... .... .. ..
Sl'iiefeii'1 .....r..r......... ......

Piil( an jotiat tierbls---t .....

F lo. . . . . . ..eahe at le

Fit-ile itilia.................... ..

t'huuarimete tw............... ...

Avei tt

Avtlvette

lurrminu il

Ilitkey pro11!1

Bay uill

(Otrtat
Coffee, roititted
Conewit bloekat
COwn flout,
IIiry products
1 ottgttiltH

1lrlti&4, so1ft

Itikilctf

Hills, mur

1,00101011

hlato Hoyl.
Sm ittirov.
('11t11i1.

tIyo Iliio.

I MI.

tillaroo.

1 tato Itcy.
Matyngit's.
stil Juioi.

D~o'
Mayauol.

Dto.
10o.

Sauturve.

8,111 J111111.
('orotat.

tI tletiltiled

Jui1dtraidn
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l)r. VI1uN6s.l N 5EIINx. Yes, sir.1 likl say (1thi e sliboluimih, V,'.4 'pl tihe repor't of tho suhbom-
nlitteo )f the Wavys alld Mealls committeeee of te Illse, dots, cov'er it
Ve'y lr ge 1 art, of thit'.

Aellntor O t. I hope I I uily have the oplrlullitv of L, ilhg the
information from the report, but I also wits of the ophllihul dt1t I might
get some of that hnforiuatioll from you.

Dr. IuI,,s-lssIN. I will h Very'glad to furnish it, sir.
As this system develops in Ptl1,,'o Rico, aud its our operatet iou hoot-

strap" suceet'ds, andi its our indtlst rializatioui program accelerates
head, o111 ueed for public assistaucte will lessIu and lesse . But for

Ilte moiiinti , t his assistalice is iidislWuesl, le ill il le IMoprl-lItl't

Federal ie'uployulent, in1slliallce does iiot apply l' llt erto Rico,
nor is it extended uider H. , t.6000. We have mil our owli begiui-
niug down there aid have, vsiblished al unuemphoymnt, ilnstl'ilit'e
system for our sUgarcalie field wrkm' duhig tile dead sellsoa ufter
the harvest. We also hiavo it workenilo colilpellsatioll inallrance Sys-
temn. Ve believe in social seciarity. But l'lierto Rico is i ilait of iho
United States political find ecoiioiuic ,3'stem, find we feel that we
should not be expected to es tidlish it separate soeiil-sec'irity system
of our own niking. No State is expected to do that alone. ,ocial
security is it niatioial unit tor. It. lilts to be i liit.ional odenvor. As it
cog in the United States political anid econlomnic system, Puerto Rico
should participate in the nt hional systeii of hisiralce.

I earnestly request, the Fiinuce lCounitteo of tile Senate to give its
icOSt careful conideriolln to tle plil ighlit ed report, So griilit'etly
portraying conditions i llPuerto Rico, suuiitted b.y the S leomnitte,
on the Extension of Social Security to Puerto Rico and the Virgin
Islands.

The entire story is there. It. is It. one time a satd story ius to ipesent
realities. But it is also an ecoiraging story. For'lluerto Rico's
hardworking people, it is i niessige of hope.

The CITAIRMAN. Doctor, you inserted in tie record the report of
the subcomniitteo of the House Committee on Ways atd Means I

Dr. FnNl s-Ismnw. Yes, sir.
The CItAIRMA. Mlay I ask you, before Cong1'essmlan Camp appears,

whet her you approve of their r'commeldatiou, or whether you differfrom nny of them l- reo m n ai ni h su c l-Dr FIIN68-li8RN. I endotrse every rectinlelldat ion i tile sibcolil-
inittee's report.

The CIlAIRMAz. Thilank you very uch, air; for your appearance.
I)r. FERN6s-IsERN. Thazik yol.
The CHAIRMAN. ColigreMliiftli C1lul1p, we Will 11e glad to hear from

you now, if you ire prepared to proceed at this time.

STATEMENT OF HON. A. SIDNEY CAMP, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF GEORGIA

Representative CAMr. Mr. Cliairnrn and gontlenen, I appreciate
very much this opportunity, llecauase I have felt that it was my duty,
as well as a privilege, to report to joiir body tle very informative
and enlightening study we made of Ptuerto Rico aid the Virgin

1012
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IlilIItIS. I W\'fIN Very il tO lit'ir tilo Sti-|ltOl' qi'est iOU l)r. Fern6s.
1sorn about, the Ptweito ica ln dtievolopineti logimain. Wei wero keonly
interested in it. Wo had itard nIINy muniors eoncerning it before
wo wnti dowi, aid wo took slptiaIll pains, sl', to go to see very ill-
dustry they lhave built.

I think tihis pnra1grail front the rp ill. if 'o0t would limit. Ii to
read it, woI Id be just is good Its 1l1 Y,'lig I couh tell yol:

I, nt ifort (to ll lit ' I m tlt, ptrohi ll of l1111lltatti evlg lot' liltl glhlst III Ite
fiet' of it -llllly growlng li'Imlittlat wht'o ithlit ly Ilierta ellatit it dltia t iptillht -

I lt IiltI a holdi of 1l1ll ttlat llt iral rtseO rtaa, thea ilstibiair govtem nl Iait a allanutta|
it lirogreslvo ]arogr'li fotr tlht l(fhlll 1llihltlilo t lie h tlllId.

(eiloeinen, h.t hi e stite here, l itie ally, thatt 'hei we took
over that island 50 years ago it, ld aitlopuhiltion of tbout 9 o0,000.
'l'oday it. hlas it ypiOPlliitioli ill excess of 2,000t,000, about 2,250,000.

O1to of the ) a1es thev took ius, volt know, wilts IllOr graphically
desci live of their sili4t oin it11 ililythiiig I have ever seeln in lyIi fo. I'hie 1,00 famiui lies, ilello a iy ielit lit'illsiO of iiiieillPloy-
ittilit, had built. themselves stilted hlitliliits ovetr the water, becau so
tlihy coilld not afford to iuty land or loray ront. Tloy built theme hilt.
m ients for iin area of 6 lies, by driving lilos, rough sticks, in tleftound, thnd 1wrehilig theinselve; upll over the water. Tile call that
El llil~ltitu], little Iiulholel atltl ndwe rode itrould that lleil in boats,
there,, Sir, for 1iior ihan i miles. The pOllihiion ilverliges iore thaui
live to tho family. There ire sonethinlielm i0,000 or ilioro of those
people living in that condition.

After going ioillli tlie real' of El PaligUito by boat we went tlien
rotilld to flit, frolit ind went iowi their little bridgelikie titlletiitus

thiit, they hiid bilill. to get. their hiotuses. Anlid the tling which il-
.ivexsed it most. was the eleailiness of those little leit aind the factthit. those little ehildien around tiiert were dtressed cleanly, although

ini vory worn clothese.
Now, the (overior of Puerto hico hlit veyi' admirable slmi-

(eknrilieo .rogram. Ono of tho things lie lini4 (to ii is to open tip a
street oN t niigh groliid tt govelIInIItII expense, and 'im i wewor
and water line down there, and lho lits iivited tlieso iOlle to tOlliO
ind pit.t thoir hoses ill) thltere ol tle land, anid given I hinit lot. And

lie is piping wilter to ti.ll, because the people IiI thso lhitilielit now
eirry driiiiig wati' by haild-pil over it quatiliter' of i inile.

The populht ion of Puerto Rico is Il30) to 6Ii0 to the sqaiar mile. The
whole economy of tho island is lia sed iroulid sugaralle growing.
And there is a large Ii'olintage of tlne land tllat is out of cunltivation
beclaust of thie Suigar ACt, which yotl eainot., I1o for iny other igri-
Cultural Crop tl OiOliieilllly.1lTho Senatlor wais tw.kinil mii qitet ions, ilotilt t he Stigir ActI, ][oite

is what happened. )u'ing the war tho Sugar IloRtI lXqilitted thePtterto Ricani fliers to expaiind to every acre their lproduCtion ofsigar. . 'Then they 'quested MWr blet .stlgIi- glowers,-,- iot to glOW Sl lls '
bitt to grow witt' eol),oba~~ ,i iild so fotlh. Atid they did, duril
tho war years, tak tho -erp ditliiotio i of sugar in Puorto Rico ald
siqlply the deficit hetore in this country. Now here is whtt they over-
looked. To lhti. s igareano downm tiire-and remenniber, that islilid
is the oldest iiihabited part of this country. That. govemnlelit was
established dowi there in 1608. And the land la bee ctultivated in

1IlSa til l li It. 2 - A T
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sugar ever since the early days of the sixteenth century. The land
is depleted. It is poor. Senator, if you will forgive me, it is like
Georgia cotton land, It. is "wore out." And they have to put
fertilizer oil it.

Now, they have about the same number of acres in sugar there that
they have in Hawaii. Hawaii has 30 sugar farmers, 30 corporations
operating. Puerto ico ils I3,840.

The CHAIRMAN. Individual farmers
Representative CM,,P. Yes, sir; individual farnr1s, land owners.
Now, listen. This was startling to me. It may ot he to yot. They

employ a little more than II times the jiimuber of men to grow a ton
of sugar than they do i awaii. 'he reason is that they have never
daredto put any labor-savingx device into operation. 'T'o gather the
cane, they go into the cane fields and they cut it. down and strip it
in their own way. We saw them there in the field with a nmchete.
That practice is "followed so that they can employ those people. And
they have done something there that is very surprising. Talk about
taxation, Senator. Those farmers vohuiatarily organized an imm-
ploymnent tax system for farm employees. Now, you (to not have
anything like it anywhere in the continental United States.

What is tie percentage rate they pay i
)r. FpnN6s-IsmaN. 1, ive percent.

Representative CAMP. They pay 5 percent of their pay roll for the
benefit of the laborers who remain unemployed at the end of each
grinding season every year.

Now, back to my exjpanation of that surplus sugar: The Federal
Government asked these planters to plant all this land, 'which they
had been leaving out of cultivation because of the Sugar Act. WelL,
to plant they had to set out the cane roots, y'ou know. And it is not
profitable until the third year, because, wh0e they plant that caine,
they have got, to work tile land Up. They have got. to put in heavy
fertilization. And the first, crop is not a very large crop; and it takes
15 months for a crop of that cane to mature and be harvested.
-The CHAIRMAN. HOW often (to they have to replant?
Representative CAMP. They replant about every 8 or 9 years. So

now they have only had two crops off those stocks, which we asked
them to plant. And there they were, with this crop of sugar, and
they could not sell it because the Sugar Act barred it.

Senator KsnR. You mean they could not sell it in the domestic
market?

Representative CAMP. That is right. They cannot sell it anywhere
else unless we permit them, under the Sugar Act. They can sell it
in the world market, of course, but the cost of production is too high
for th6m to compete. They cannot sell it to ECA.

Senator KunR. But there is no restriction on their siale of it any-
where except in the domestic market?

Representative CAMP. That is right, and ECA. Of course, BOA is
an important market.

Senator KRR. Well, that is slightly domestic, is it not?
Representative CAMP. I think so. Think they should call it Ame-

iean-European aid.
But since sugarcane raising was established there, Hawaii has only

reached its quota twice in 15 years. Beet-sugar growers have only
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reached their quota once or twice. And I (o not think Louisiana and
Florida have reached theirs as many as three times. Tihe quotas were
h en'gh tllollgl to tll((- vare of th)o sIl-els.

,town in Puerto Rico, they can grow pineapples, but by the time
they ship them here, in comparison with the Cuban pineapple, they
(1o not look quite as fresh, and they (1o not sell as well. I hey just
cannot grow them profitably. Sugarcane is alout the only crop those
people have.

'l1h0 CHAIRMAN. Do they have many acres in tobacco?
lRepresentativo CA3rP. rt is not anything comparable to the sugar-

cane, sir-somewhere around 25,000 acres, I believe, as compared with
nearly 300,000 for sugarcane.

Tlhe (,1iAIRIMAN. W% hat is t he type of tobacco?
lIl)reselntlit ivo CAMP. Sonie of it is shae(-grown wrapper. It is

not as valuable a tobacco as the Cuban tobacco, although they seem
to try very hard to iml)rovo it. Some of it is of very good quality, blut.
as a rule It is not.

The Cimitin..N. Have they destroyed all the cofl'o trees?
Rel)resentlit ive Carmi. 110)y did not destroy thelim, but Int ore d'-

stioyed them. Coffee lits to grow uiider the shade of other trees, and
they hadi a con ple of these tropical storms (down there, hurricanes I
guess you would call them, which blew down the shading trees, the big
trees that shaded the coffee. And until that shade grows back, their
coffee production will be very limited. Now, they produce a very fine
quality of collee, probably the best in the world; but they ni-e not pro-
diving any more than the island itself uses at the present tine.

The Ctl,\ItMAN. Is the distillation of -inn and liquors from the
sugar extensive?

Representative CAIM.. Senator, it is coextensive with the produc-
tion of sugar. Now, that is a problem that should be understood.
They make rui out. of the blackst rap, which, as you know, is the resi-
(tile front tihe sugar poc't5s.

The Ciminmtx. Yes.
Representative CAMP. Well, if that blackstrap were in the United

States, we might mix it. with ground corn or cane.
Senator KnR. Or alfalfa
ReIresentlative CAMP. Or alfalfa; to make cattle feed.
But reiemiber, they do not have anything to iiix it with. They call

use it for but o lpuriose, and that is ito make runi. We. very thought-
lessly, I thought, put. a little proviso in the last Virgin Islands Act ill
which we prohibited tile government from making rum. Well that
mnets the government has to )our out all of the blackstrap mnolias~s
they have fr-om tile sugar il l. That is tile only thing they can (do
with it in those islands. I (do not, ktiow; they eight makie bay rum or
something like that.

Senator Kaa. Did that provision stay ill that act as it eventually
passed I

Mr. Dvis. If you will permit me to interpolate, Mr. Chairman, on
thatoint: The Virgin Islands Conipany hits a lease with a private ill-
dividlial now, who is using the last years crop of molases and operat-
ing a distillery for private 1)mrilroses, and that, at least, may be ex-
tended. Iii other words, the molasses is not actually lost bUit it has
to he sold for about 4 cents a gallon.
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Senator Kitir. But for all intents and purposes that provision was
taken out of the actl

Mr. DAVis. No; the provision is still there against the government
itself doing it.

Senator Kriun. But there is no prohibition against leasing it to
othersV

Mr. DAvis. No.
Representative CMsi. All we did was take the profit. out of it, iid

everybody knows the government needs any profit it can make from
operations down there.
We found, in reviewing the development program, that. too few

people in the islands had industrial know-how. There is little knowl-
edge about manufacturing anything except. cigars, sugar, and rum.
And they had to teach those folk, it they were to have any other in-
.dustry. So they organized this industrialdevelopientcompany. We
went to see the company officials, and we went with them to every plant
that they had built. "

First, before establishing an industry, they tried to get some com-
pany in the United States interested in going down there, if the situ-
ation looked like it, might be favorable. If tis could not hi arranged,
they went ahead. Well, they lut. up a cement, plan. The cement
plant is a profitable thing, because those people (ho much of their build-
ing with cement, They do not use wood, and they do not use brick
extensively. And that is going to be a very successful operation.

Then they built the glass plant, and it has been operated proitably.
They make bottles for ruin, and they make bottles which the Coca-
Cola and soft drink people buy. That glass company looked to me
like it was on the road to a successful operation.

I was particularly interested in talking to the man who put up tile
textile mill. Their tax-exeiption programI does not, operate down
there as we have known it in the States. For instance, our State
passed a tax-exemption law for new industries and gave them 5 years.

The CHAIRMAN. Yes.
W R'resetativo CAtP. Well, that applied to any new industry that

would come. This does not. Before they get it, they nmst file an
a application with the Executive Council of Puerto Rico and the coun-
el must pass oii it. And there have been instances where they have
refused tax-exemption. They have a very strict interpretation of
"new industry," you .see, which may qualifRy for tax exemption.

The CHAIRMAN. In other words, a new nmit is not a new industry.
Representative CAsM,. That is right. Now, that is not generally

knpwn in this country. People think any industry can go in there
andget tax-exemption. That is not so. They must qualify under
the strict terms of the statute as being an eligible industry. knd thie
policy of the Puerto Rico Development Co. is to dispose of govern.
meant plants as soon as private enterprise N willing to take over.
They sold a shoe factory, and it is operating now by private capital,
and there are now active negotiations for the sale of other plants.

The CnAIRmAN. DQ they import all their hides V
Representative CAMP. They have to import all the hides and all

the patts that go into the manufacture.
Tle CHATRMAN. Are the cattle and livestock oii thie island very

limitedI / I
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Relpre§eitative CAMP. Very limited, Senator. I have talked to
farmers about it. They are taking this acreage which they had in
sugarcane forinerly, but which under the Sugar Act they had to retire
front sugarcane. 'Now, soNIe fariners have set that out in coconut
trees, and others have planted it in grass and are growing cattle.
And then one farmer told me that he found that thle cane, which
sprouted out from the roots that were all in the ground, when it was
tender made good forage. And he is raising cattle on his old canefield.

I feel that those 1)eople have correctly named their operation down
there wheii they Called it operation hootstrap. It, is lust. about that.
They are making a great endeavor to pull themselves out of the
doldru ins.

Oure ,port here goes into the minute details as to all these things.
We became verv much interested, and we feel that, this industrial
program they have down there is healthy. We feel that if American
industry understood the program, they would congratulate the Puerto
Ricans.

Now this textile man told me that he was not going. to profit much
if any by his tmmx exemption; that he had to start with a raw crew
of fairm hands who had been growing su gar(iane, and they had to be.
trained and taught every operate ion. At le says. "We have not yet
ivaclied any profitable stage."

Time C1m,61MAtm€. Do they make finished goods or purely gray goods?
Representative CABlt,. Well, lie is making yarn. Of course, it his

to bo woven into cloth by somebody else. There is .t proximity there
to the South American mainland, and they hope to be able'to sell
goods down there, perhaps, and have a market for the Spanish-speak-
l people. You know, it is a Spanish island.

Their income-tax rates are comparable with the Federal income-tax
rat es.
. The '0CHAInMAN. They have the advantage of having all of their

excises collected on ruin, do they?
Representative CAMP. Yes.
The CHAIRM'SrA. That goes to the insular government, I take it.
Representative CAmr. You know, that island, historically, was the

Capital island of the New World, set ill) there by the Spaniards under
'once d Leon in 1508; and for centuries it, was the headquarters of

Spanish rule. It is an old government an old population, and it is,
purely Spanish in its civilization, you mmight say.

Now, 11 months before the treaty which gave those islands to us,
Spat. had granted their an autonomous government, and under royal
chart,.! they had set up a similar government to what they have now.
And it was upon the recommendations of our first military governor
aind others following him, that we simply gave then tile same ights
and grants that Spain had already given them. That is why hey
have a little different, kind of government from any of our other
insular possessions. General Seibert told ie, upon a visit down there,
that lie was very greatly impressed with Puerto Rico; that. lie thought
they were the most loyal Americans to be found anywhere. He said,
IUYu need not worry; there is not a Communist "i those islands."
They are thorougly loyal, and they want to get somewhere. And
they are certainly making an extreme effort.
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I wish to file as part. of this record, if I may, sir, our report.
The CIIA1IIMAN. That has already been ptt in.
Representative CAMP. I have a written statement here, also, which

I have departed from a great deal, which I would like to put in.
The CHAnMAN. Yes, sir. That will be entered in the record.
(The prepared statement of Represmitltive Canip is as follows:)

STATEMENT OF IloN. A. HiI1NFY 'AMP 0N EXTENSION OF SOCIAL, SECURITY TO
I'UEIITO Io AND TIlE VIRGIN I81,ANIat

The unanimous report of the Ways and Means Suhconmtitlee on Extvlshon of
Social Security to Puerto Rico and the Virgin Islands, of which I ant cllirllllan,
is briefly as follows:

(a) Old-ago ad sarplt-ors isratce.-That the same old-age, survivors, and
disability Insurance provisions should be applicable in Puerto Rico and the Virgin
Islands as in continental United States, but that 11. R. 6000 as passed by the
Mouse be modilled lit lhese reslects

(1) That the present wage requirement of $50 for a quarter of coverage
be retained in lieu of the $100 per quarter contained In 11. R. 6000;

(2) That the wages a domestic servant must earn from a single employer
for whoin lie works at least 261 days in a quarter be raised from $25 (as
provided lit II. R. (%X(0) to $50.

(3) That the minimum monthly primary benefit of $25 under 13. IL 6000
be reduced to $21.

(b) Publio aasistanco.-That old-age assistance, aid to dependent children, aid
to the blind, and aid for the permanently and totally disabled be extended to
Puerto Rico and the Virgin Islands, as provided by H. R. 6000, with the following
modifications:

(1) That a mother or other relative with whom a dependent child is living
should be eligible for Federal matching In Puerto Rico and the Virgin Islands.
(It is my belief that this was an oversight on the part of the Committee on
Ways and Means when Ii. I. 6(X() was drafted.)

(2) That the public.aslstat)ce matching basis for Puerto Rico and the
Virgin Islands contained In I. R. (1000 e amended to provide a larger share
-f Federal funds. This is necessary If the Imposition of Federal standards
is not to Impair the already pitifully inadequate average benellt per nteedy
Individual.

PERMANENT AND TOTAL DISAUIITY INSURANO

Now, If I may digress for Just a moment, I should like to speak briefly in sup-
port of the provisions In H. R. 000 for extending the old-age and survivors Insur-
ance systeti to Include Insurance against permanent and tQtal disability.

I supported this provision In the Committee on Ways and Means and led the
debate on the floor of the House. I feel very keenly that this protection Is sorely
needed and Is a itatter of slitple justihe.

I am sure that most of you know personally of sinlar cases In which a man or
woman may have contributed to the retirement fund from the beginning of social
security, only to be stricken with some incurable affliction. Several examples
were Inserted by ate in the Congressional Record for October 5, 1949, at page
14184, during the debate on H. R. (K).

Now it is my firm conviction that such unfortunate people who are Involuntarily
forced .to leave their Jobs are, if anything, even more entitled to protection than
are people who reach age 65.

Now I am aware that opposition has been raised to permanent and total dis-
ability instance because of the adverse experience of the insurance companies
In the 120s. The Committee on Ways and Means went into this very carefully,
however, and concluded that the insurance-corpany experience is not conclusive,
for the following reasons:

(1) First, insurance against permanent total disability is now provided to ral.
lions of Federal, State, and local government and railroad employees; 1 1

(2) The benefits under H. R. 6000 would bp too low to encourage malingering;
(3) The waiting period of 7% months Is vtry substantial;
(4) The definition of eligible disability Isfvery strict;
(5) Periodic reexamination of permanently and totally disabled beneficlaries

would be required.
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For those reasons the ('onnittee on Ways an Means concluded that protect.
tin should lie provhhll agalnast the havaird of permanent and total disability.
And I iulerstaut that your Advisory Counell on Social Security came to a similar

ReplWelltativ6 CAMP. There is one feature of this Social Security
At thlat I ain very mI uch ill favor of-

The CIRAUMAN. Now the Ways and Means Committee extended
the old-age and survivors prolvision-title iI of the act, I believe it
is-to Puerto Rico and the Virgin Islands

Representative CAMP. Yes, sir. We recoinmiended that it be ex-
tended. And we recommended, after we inade our trip down there,
certain changes in tihe formula.

The ('IIIMIAN. I see.
Representative CAMP. Those changes were to take care of this prob-

leni: 'he wage settle (town there is lower, and the requirement in II. R.
6000 that they must earn a hundred dollars every quarter, every 3
111011 lls, would mean this in Puerto Rico: It. would mean that all these
workers would be paid, but the majority of thell could not qualify,
because they do not. earnl010 in :3 nolt us.

'1ile Cla,%TM%.%N. That is what I was 'Curious about.
Representative CAMP. Yes, sir. Well, we went into that very fully.
The CAIRMAN. You covered that in your report?
Representative C.%iui'. Yes, sir; and we recolnitended a change

there, so that, the , inilmuln benefits would be less, but they would e
more extensive.

Thie CuIMAN. That would bring more under?
RIelresentative CAMP. It would bring more under; yes.
11e CHAIRMAN. You have found that same condition, I suppose, ill

the Virgin Islands?
Representative CAMP. We have; yes.
The C~HAIRMAN. You have roundabout the samie situation there;

not. of course, the same sort of indlustry ?
Representative CAMP. Senator, they are just so entirely different,

the two areas, and the conditions tire so ditreI-ent. But we found that,
so far as the Social Security Act was concerned, they would need the
identical sailie l)ro\vision to do them any good.

Of course, you know the Virgin Islanids is not so thickly populated.
Although there is little private industry, they have the Virgin Islands
Corporation there.

The CHIIRMAN. YOU think it. also necessary that the assistance
program be extended All of it ?

Representative CAMP. Yes, sir; I certainly (10.
The CiHAIRMAN. And that is in yotir report '
Representative CAMP. That is all in the report.
I would like to say for the Senators' benefit. something about. the

income-tax law. Only 8 percent of the population of Puerto Rico has
a net income of $2,000 or more.

The CHAIRMAN. Only 8 lorelhit?
Representative C.met. Only 8 percent. Now you know from that

about how much income tax they would collect. Those people live
largely on imported food. The staple diet of that population, exclu-
sive of course of those who are able to live on the American style, is
rice, which they bring in from America, and dried fish which they get
from our New England fisheries.
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Senator Knr. Do they not have their own fishing itiditstry
Rept-esentative CAMP.That island, sir, sticks right t straight up out

(if tilt dee est part of tile Atlantic Ocean, and tile ocean is two miles
to two und a half miles deep. There is no fishing dotwn there. There
is littIPSle Ol ott the beaches. Thie santd rtns back dowit to tile bottom
of tile oceai. There are only a few places were they have any sandv
aches. Now, tiley buyv everytling t hey have from its. Last vear
they imported in there, I think, near y' $340,000,000 front tile n1hnd,
11nt1 they exported to its $181,000.00. You see, the bahllilee there is
taken up by Federal installittions, wages. and so on, pid there ill the
Islands, and what cones from tile tourist trade, tilt also what little
trade they have with other aretas.

If I Inity digress for a nioment, I would like to speak hriefly ill slip-
port of tile provisions ill It. It. 6000 for extending tile old'-age and
slrvivors insurance system to include insurance against permaiient
and total disability. As I said, I supported this provision il (lie Coine-
mittee on Ways and Means, and I led the debate on the floor of the
House for its inclusion in the bill. I feel right keenly about it.

I have had several example ; which are interesting. For instance,
I had this happen, if I may give a personal incident. It illustrates my
point. I htave my office down itl .Georgia in a building where there is
tin eye, ear, nose, and troat specialist. He came into miy office one day
and said "I want to show you a ease." He said, "I have a very dear
old lady, here, who has been working ill tie woolen mill. And site
went in under social security the day the act went into effect. She
has been in 12 years. She is 62 or 63. And 1 have discovered that site
bas a very bad malignancy in.her throat. Site can't work any longer.
She can't. draw any social-security benefits until she is 65. And site
is going to have to die now before she will ever benefit from it.

"And," Ite says, "site hits felt all during these years that she was
building tip for her security when site became ol. Now sie hits got
to be thrown ott county charity."

Now you have ntmlber-s and .numbers of cases like that, where people
have paid into the fund all these years. There is no return of the
premium they have paid. They cannot get any of it back. And yet
they are not old enough to draw any benefits. 6 they are out. Now
I figure that those cases should have our very sympathetic considera-
ton. I an sure many of you know of cases just like it.

I should like to point out that insurance against permanent and
total disability is now provided to millions of Federal, State, and
local government and railroad employees.

Second, the benefits under H. R. 6000 would be too low to encourtige
malingering. We would not have any trouble with that.

Third, the waiting period of 7/, itonths is very substantial. For
after they file their applications, they must walt 71/2 months and
undergo certain examinations so that we can be sure that they are
permanently and totally disabled. Thfat is sufficient to insure that
there will be no frauds on the Government.

Fourth, the definition of eligible disability is as strict as we know
how to draw it.

And, fifth, the law provides for periodic reexaminations, so that
we would know that it was permanent disability.

I thank you, sir, very much. .
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The ('1uuItIMAN. What other members of the Ways and Means Com-
mittee coll)osed your' subcomnittee?'

RepresentativO CAIrP. Mr. Walter A. Lynch of New York, Mr. Iler-
Ilanli I. Eberharter of Petnnsylvuitia, Mr. Stephen M. Young of Ohio,
Mr. Tholil,; E. laitlin of Iowa, ald M .John W. yines of Wiscon-
sin. All of us worked as a team, and we were extremely interested
in everything we tried to investigate there.
'1hW ('mn,\, I, N. All vour recomnniendations apply equally to Puerto

Rico mid the Virgit islands ?
Representat ive ("%3iMP. Yes, sir; we recommend 1to difference.
The ('.XlltM. N. Are there any further questions?
Thank you very much for your appearance, Mr. Camp.

ejreseiit at ive; CMP. Th;nk you, Mr. Chairman.
Mr. D.vis. I think Mr. Bornn wants to say just a brief word in

addition.
The CmmlIRIMAN. He has already testified, but he may supplement

his statement if he wishes.

STATEMENT OF HON. ROY BORNN, DIRECTOR OF SOCIAL WELFARE,
VIRGIN ISLANDS-Resumed

Mr. BOHiNN. I thank you very much, sir. I flew in from the Virgin
Islands Saturday night, and, until these hearings this morning, I did
not have an opportunity to see the report of the subcommittee of the
House Committee on Ways and Means in regard to extension of the
soaii.I-seeurity benefits to iuerto Rico and the Virgin Islands. I have
read now their special recommendations and I should like to express
sincere appreciation to the Ways and Means Subcommittee for their
fine understanding of, and sympathy with. the problems of our islands,
as reflected in their report. I do want to say that their recommenda-
tions represent a tremendous improvement over the original provi-
sions of H. R. 6000. And 1 should like to endorse them as represent-
ing a very great improvement in the benefits and programs which
would be extended to the Virgin Islands.

The CHIRMmNA. You approve them ?
Mr. BonN. I do.
'The C(mm. N. As representing the islands, you approve them

.Mr. BORNN. I do, sir.
,Thu CHAIRMAN. Thank you very much.
Mr. Davis, is there anything further you wish to add?

* STATEMENT OF JAMES P. DAVIS, DIRECTOR OF DIVISION OF
TERRITORIES, DEPARTMENT OF THE INTERIOR-Resumed

Mr. DAVis. Thank you very umuch. Mr. Chairman.
Unless the committee have other questions they wish to ask, I

don't believe so at this point.
I should like to make one very brief remark on the industrialization

program. We have watched the development of that program for
the last 7 or 8 years, and we feel that it does offer one of the very few
hopeful avenues of providing employment for the very large labor
force that is available in Puierto Rico. It has already been converted
from a Government-tinanced program into an almost completely pri-
vately financed program, resting entirely on the advantages that the
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island is able to offer to businessmen seeking a place to locate a new
plant. I

Governor Muiioz has repeatedly made it perfectly plain that Puerto
Rico does not want any industry to migrate to Puterto Rico. What
they are seeking is at sinall share of the new capital that. is flowing
into industry here all the time. In cases where expansion is nleeded
or where a manufacturer wishes to invade a new geographical area,
I think Puerto Rico has advantages which can be offered.

I would like to add further that, tax exemption is only one of a
number of advantages which they feel Puerto Rico has. A new book
has just, been prepared by the P uerto Rico Industrial Dtovelopment,
Corp. to give American businessmen the facts on which they baso
their case. And I shall he happy to see that any member- of the
committee who are interested get a copy of that. It does make a
very full and Complete statement. I will leave tis one with you
and see that other copies are made available. I think you will find
there the answers to most of the questions that were asked by the
committee. If tlere are others, we shall he very happy in coopera-
tion with Commissioner Fern6s-Isern and the Virgin Islands author-
ities to supply them.

Senator K6un. What is the average elevation of the island?
Mr. DAvIs. Puerto Rico I From sea level to about 4,800 feet at the

extreme peak. Most of the cane is grown in elevations up to 2,000
feet. It has even crept. up into the valleys over 2,000 feet in some
cases. 'The tobacco land is in the higher valleys, around 1,800 or
2,000 or 2,400 feet. The coffee land is almost entirely in the hills,
on the hillside slopes, above 2,000 feet for the most part.

Senator BYRD. How are you getting along with your pineapple
productionV

Mr. DAVIs. Pineapple production in Puerto Rico was neglected dur-
ing the war years to a very large extent. It is making a very sub-
stantial come-back. That is so especially as to the pineapples being
developed on the island of Vieques by the Agricultural Development
Corp., and some of the other private growers over the island. The
pineapple canning industry is growing quite rapidly at this point,
and it is now supplying very good qualities of 1iineapple products
to the mainland market.

Senator BYRI. Is that. a good product as the Hawaiian pineapple?
Mr. DAVIs. It is a different product from the Hawaiian pineapple

for the most part. It is the so-called Red Spanish variety to a con-
siderable extent. They do not have as yet any big quanties of the
Smooth Cayenne type that is grown in Hawait, but they have devel-
oh)ed about two or three hundred acres of that type on the island of
Vieques.

Senator BYRD. Last year a number of Senators who visited there
were very much impressed as to the prospects there along that line.

Senator Kmtin. I would like for you to tell me, if you can about the
proximity of fishing grounds. I have had the impression, #romn some-
where, that there was fishing in that country.

Mr. DAvis. Are you speaking now from the private standpoint, or
the commercial standpoint?

Senator Kr.a. Well, of course, I would not want to exclude that.
However, my question was primarily beamed at the possibilities of
commercial fishing.
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Mr. D.%vis. I was informed the other day at San Juan that soweono
had caught a llS-lold sailfish off Mayi guez. Off the West coast,
there is sport fishing: tuna, barracuda, and other types of sport. fish-
ing. So far, the efforts to develop commercial fisheries in that area.
have not been very promising. I have read ill a report of the Bureaut
of Fisheries iiad(e some years ago that tile rellsoll for that is that the
condition of ite winter CirreiitCs In t lhlst area is Suich that the schools of
fish don't finid sufficient food in tle water to attract them, plus tile
fact that, as Mr. C1mlp said, all of the water surrouindilg Puerto Rico
is of very great depth. A few miles oil the island of P uerto Rico is
the deepest part of the Atlantic Ocean. So the conditions are not,
favorabl for tile presence of large quainities of food fish. There are
no banks where tile%, can gather in feeding grounds as they do off New-
foundland, for extiml)le..

Froiii the point of view of Puerto Rican food production, almost
hill f of t he total food coisulllujt ion is prodlced ill the islands, including
baiaius and other fresh fruits which are staples of diet ; although it
is true, as Congressman Camp says, that the diet depends on iiporta-
tioms of rice, codtfish, beaus. corn pul'dits, flour, pork, and other pod-
ucts from the mainlaid. A little less than half of the total fool coil-
Stulli)tion is imported.

Senator Byn. I was very much impressed also by the fact that, they
did not have enough gardlens and vegetables. Why is thatl The
climate is very favorable; is it not.?

Mr. DAvIs. 'The climate is extremely favorable, Senator.
Senator Bvi. They have plenty of labor and land. Why shioulI

they bring in the vegetables?
Mr. D).vis. The vegetables are not brought in, the green vegetables,

except for fancy grocery sales. The legmne and other protein prod-
ucts are brought in. That is where tle great diet deficiency is in
tile islamnds-grains and meat products.

Senator Bl-ao. Why can they not grow beans?
Mr. I)AVs. Soybeans have been successfully grown in some of the

areas of the islands.
Senator Bryna. Why is it that they are apparently not making the

effort they should be making to plrodice their foodIMr. DAvIS. I can point out one reason, Senator. An acre in cane
will produce as much in return to the grower as 6 or 7 acres of any vege-
table product. So with so very little land available, only one-third
of an acre per person in Puerto Rico, or between one-thiid and one-
half, it is obvious that the most profitable use of the land is the use
that will be made. wherever it can be done. However. the Puerto
Rico Department of Agriculture and the Federal Government are
bolh carrying on extensive programs there of agricultural training
andI agiiciultural extension, in the effort to develop a wider use of
vegetables patches, tile growing of vegetables for home consumption.

You must remember also that more than half tie total population
are in cities and towns, where there would be no land available for
individual _gardens.

Senator KFRnR. The acreage you referred to as being available to the
individual, a half to a third of al acre, is cultivatable land

Mr. DAvis. Yes; that is arable land per capita of population.
The CItrTRWAx. Thank you, Mr. Davis.
Mr. DVIs. Thank you, Mr. Chairman.
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1-11k, Mr. zildwr( Will N .till pleaw idt'llticY
for tho revoc(l, sirl

STATEMENT OF M. W. ZUCXVR, DIRECTOR, 0OVEIMMENTAL
AFFAIRS DEPARTMENT, COMMERCE AND INDUSTRY ASSOCTA.
TION OF NEW YORK, INC.

?011% ZlICKrIt. M)' 11111110 is M. W. zlicher. I tim dirvoill. tic goVill1k..
lilmital 101,161.4 fol. tho 01111mvivo wid hidw;Irv tic Now
York, whow Ildiltv's is 33 Broatim-11%. ill NoW Yorh ('itv. It i.s tho
lat'go"t elmlillim. of vollimill'(10 I vilo "t'I'vitv orgalliz,10 ioll it -k tilt, 11101-o-
politall lava. The whit-11 Illv vrkl wtlfotl herv Ilkv illo
lilt. 01111111,111t NI iolls of dw lksSovintioll, 11dopled 11(ter it good dval tic
Study by it voilkillitleti oil Social sovill-i(y whit-11 is voitivol"ilit ofsome -20
Oxkx(1116 08 Who 1111VO S (Wililized ill sovild "vellri , N. legislat it'll, HIM
leodol-al, St al o' alid lovIN sovial-insitralwo programs.

I havo it rather brid st M till lellt tilt%( I Nvoilld liho tit vilail hito tilt%
record, If I mny.

Tilt% 0imitrit.w. Yolk lilay 111-twevd,
Mr. ZvoKi'lt, Tho itsmwiatioll flaors it Iwoliki ox(misioll (if covill'Ilgo.

ill tim boliof that, this rupresmits tho somitlest kiml (if I'l1wralizittimi of

tho wesillit prograill. 'I'llo coveragiN (if "1111,41111fililly till gilitifilily
till IONT(I persolls, to I ho oxtell( m111111161 I'm ivoly ft'llsililt%, is till vs wll-

till f rv4 llivollwilt of it sollml sovild illskiralwo SY-lem. sm-h it SYMvill

shold(Nit, (lovolopod tit givo it linsiv 111illittillill (it evolloillit. prottletioll.
To poritik oxemptiom will havo prog 1, vssivol-v 11111-111fill Mrilets till Ow

111111tifits tic thoso plirsolls who movo It-tilit covelvd m1whiv;Iwilt to oill-

I)Ioylilklxt, lofl 1111covoreki 11%, (ho tiet. sillek, tilt, livilm I ovlmkllk glvvs
lonvy weightilig to (Ito 111.4 pollioll tit Nvageq, this movolklelit ill liml

ow of covol-ed restilts ill it Alisprollordolinto ri'llitiollshill
betwooll bellell(s alld i-olltrilill(iolls,

Ivo (it) not, slippout (lilt idtia of it (111111 hysivill (if vollet-thig taxi's 1111(l
reportilig tilt) %vl1g04 of timplovilos covolili'l 11%, dw sy.Amit lilt%[, fill' 0111t
roasoll, wo Nvolild'oh"I" t to the tiso tic Ow so valle'd s(timp book pltm
for 1111V gl'oup. 1% o tit, it'vo lim( till mliployet's coverett by (tit, prograill
sholild lit, rollorted throlitlk Ow SY.AvIll 4-t1 rv11tlv ill llso.

Tim proposal to ilit-lut it mllwiv oldsitiv tho Nlitetl S'tatt-l by it viti-

mm of tho 11iii(ml .41tites workbif for ill% Amm-it-1111 milplovml shollitt
lit, oxnmilled with grent. val.o. T wro 11110 111111111, proble1w; ii1volvett it%
(1118 JUX)JU)SMI extolisloil of covorago. Nvarly'01 tic tilt% vomitrios it%
whivit Anwrienit viliymts tuo worlillig for Smovit-1111 ('11111loyors lim-o
comprolivilsivo whivil do, liot ext-filtio S110%
uldividilills from tho taxo imposell. lit sollit, elkses tlwsk,

areolititiod to (lit, belikilitsof Illo for On ovial-stwill'it v sYstelit,
wo holikivo that 1111911 lm givoll to ilm fullsibility of

1111111111190111wils with folvign volliltrit'-; 1111tim. which Allivrit-1111 vilimlls

liv tho Swint set-Ill'i(x Av( volklil lit, exchidutl from covol,1190$
both for 61xvs Imil limtefits, Ittitim. 111o forvigil systmil. silitilill, rovi-
provitv thell vokild [)it ex(elided Io vitizem of folvigil volillirv
woulthir, it% tilt% 1111ilod Stlitt,4 whoro (ho ('1111111vii, . hall lit-voll(ed till -14

!yllo o arrailgollwilt. 11owtivol., vollsillerkitioll 'Should ho givoll to
mollidilig thoso periods of till illdivitillal"i Col. all
Amerivim emplovet, whivit nuo itividolt lit I o tilt% pr livilikif killfik'4 of 116
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Tlli , 11'"ovI116 '; al this litllt% Ow ox(ellstolk of i-overago (1)
Villillo-NevsI ) 1110 llkt' N'll-glit Islands. Tho %%Itgts ill
U'lillikis 111v 1") Itm ( 11111 1 Ito Inx volltwivil %% olild lit, I llsgllilivall( in I-011-
(it'll III tllt% 11111161111111 belloti(s lilt, kill 16 Ilk 11111

limit'lits lis propost'd III thi-, 11111 ItuAlluves, 1111proximillo

Iliv Nvagvs of l1w.m. "11110 %W11-1611g. h is ititVIV-41lig to 110(0
(I I it I I Ito I k I I I. I I I I III IN' I I w 10 -111,, 11 I'll I I III, I Iv I tv I i Is I I rov I Iv( I fill. Is I It I It I %% t I V kill"N
it Iv $") 1 ,,1 evit or illtillst rial permilillel 11 vvii for 11grivill-
tilt-ill 'I'llest, tmem '111, VI"",

tilloYlovill M Ive i'lit'lits volt'd by Illk,

I'llerto Rivall ill it-aw Ille Imel of wilgo payllwills.
'1114% mellkoil I:,I.(111IIvst,(I for t-overillf likity illvolve % vvY

svi'loll'A 111111killim it ve (fillictillies bot k fill- lilt, Federill (lovel-11111ma

and I liv occitsional villillovol. of dolkli'm it.s. Bevittow 114111kv-4 ics ofit.14
11tv ill irregkilill. vitil I loylklow, 0tv villylovel. votild Ilot di'lortI6111% 1111111
dw vild (if tilt, calt-litlar (ItIlki'lo. v ltl (lit, dolklestit. 111til lit'l-formi'll
sol-vict, okk (lit, "1411tilvil _16 1111N.i. 111movol., lax tivillictiolls mv ()It it
vill-ron( bliss 1111d it, it()( so mlltlq vill-l-milly vatillot ho dodtivitki. Thus.
if it valkilot III, tielermilivil 1111111 dived oftlivilutatm. whollim, it dolkivs-

tit, 1111.4 perfoullwd StIllivima stvVict, for covill-agi% 1111del. Iho avi, lit)
dviltictioll call bo 11111do. Cel-wiliI.N., tho wilklimmunlix.k. form

10SPAI littler I ho bi 11 does Ito( 11 lipen I, I o lit, minlid Ill. wol-kablo it t,

.t)l.tllllltl should lit, rovised if vilverligt, is (it be ex(olitled lit this group.
Stmillol. lit:111t. DO voll Itilvil it revoltillivill In I ioll Its to (lit, worililig

that vollid III, lisvil i *
Mr. Zt clall. No; Wt% tit) llolo;iu, litit wi, NO 111111 lilt, Sovial SkA.111-it v

Admillist 1.111 ioll Mkotild III% 1A4Ik1V.SI 1,41 10 V01110 11111-k Wit It It f0i'llitilit

which does still it, 1111 Illoro fousillit'.
Smult ol. K t:I(1t. I f voII Im ve Sm.11 it foulkill In , " MI III you gi vo ( lit, voill -

1161(vo tho IN,110k (it it I
Mr. Zvolint. I will Im glad to livilig fillit (4) 01t. attolitioll of Olt%

(1011111liMle.
Hitill-ond litul vivil mwvivo -tv.mvills shollid lit, ilitt'gritletl : Sinvo ill

11111 it %, ills( it lives pol-solls oll(el"11 Ild leave Ilikil Ilm-111vill ill I ho vit 11 roild

illillimvx lind hervive, wo lvtlillklllk Md that stilkIN, slimild

be given to illtognitioll of tho I'llilrollil rolivelilvitt bolplits knll vivil
S0111CO 1IM11,1011S Nillk old ligo 111141 tilli'vivok-H imilki-allet., 11.11111 ves
ill I lww grollps sholl Id Ive v( I vvivil 11N, Ila, linsit. social stwill'ity System
With dk1l lWVN0111, 811110ild SN'StPlo'S 1 01 1110111 1110111illill SO As it) )VO&M,
110111114,4 colkillarliblo to Ow belletits pro Im. 4(tily

livithiolk plikils.
it) Ilkv now 11011litill1i t)(01111110Y(T. Ilk Wit' jklilgillk'111

lilt 1.11grapil I ill Ow bill Itild tho firs( wiltviltvof lilt ragnt 1111 %.1 11de.
111111tely (list iligilirll till I ph I vvvs from ilidept'lldmit volitt'lliviors. W it 01)..od 14) Out provi,iiolls of i)d I'll tlilliv I I A 111111likkg swell sliveillk. ot.i.1111lit-
liollid grollps 11,4 vull ilovotks NN, I lilt lvgavil lit, (1111 itt-111110 Wgiti ivill-
i(IIISikil) IIVI W0011 S1101 4111110%'410S 1110 OW11' 1111MI111110S. Slit'll lWil III)-

pronell onsiltivs it prectidelit NVII 01 Illis virwally lit, lilikitsoli iWollellsioll

ot Itill. grolklws.
I'll ragvIt Jill 4 (it tho dAllitioll of V1111110,NTO giVS to tlkt% TI-0114111'N'

Dollartimill( vil'(111411%. 1111litilitod dim-rolioll it) extelill tho ddillition (if
elkw1ovell (it dom-1111,11t, m-1101V 11110 ilkilMd Of OW 800441 S00161V 1111WkS
wil 6111. lt will I'mult ill inclildilig its omplovev?, 111111y d
With ve-spout to whoul it. NVIII bo ill1j)(1.48ible, or lit. illk'ill-act it'll], fill-
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oilployeart to witthhaold sov.il si'ait v taxes. 'l'his is oily tia. imeita-
into (it..Iner. laot itta I ilii'tlt ivt' w~ali t u atl Ilist' i tviv t'i lt, i'~ it l-
siota Alf this dethalit ituaa for ot 11m iu' o. 410ita attaettlploaylitt (.ttii-
pensat1tiolt n It'l e340'r1ial itCott tiax Wit hholt11litg.

'1'hlo Hltsa' %V11s a11d Mlaiks ( ottattit tt't 1vilmart a.ttsto ttoatlittt
the deliti (Iotf ettilea'ts its IMt extetat iota of vovkI'll g.. Th'lis is niot
tlt, caise. Its prlla'cia cttct'l is ito gi to tll 'it'klasirt II ai ita
talatak cheek to cover peaiasns ats eataplovct's whoat lmvat. 11aaltvs lucial I-e
garth'd its StNf-eiploYt'tl inlivithli I r inh jacit cotit anctors. If
t(le ti io Were h'lft tatachiiataged, Ill of theatse indtividliuals Who wvro
ntot. deteriied to i1w vnjtplovei's Wouald be' cover eti toadier t III, hill aI it, ch f-
t'ttlloyed pe'rsonas. '' po~ose.I deltititiOnl IS ii 11PIetl atuta a1111s1
one of tile most. speitas defects a1114 Iatost ohajvot iotllt'll featl aires of t hoe
bill. In tlt jtidgitnvttt of mty pisoats lirtw 'ttt iota of t he voatatota l11w
doImlriat' ill deteritaittitag ciii doyi'i stat us Will prov id t hi'% sounidtA
rule for dist intgiisliitag vtll O~i4"A ft'ta ttc0 ealca e1 i aekI~~ld t or1101s.

'I'ht' snhttita illyN itvre'sedf eight jug of tIhkhean'tit fornla11 ill
favor of workers w ith lower tavtraaip n1itt li wa-Iges coa fountis to t ho
1j)I1per Objclti'ms of at social soeuirity systt'tu int outr ecoiltty. 'l110

11i.forla11 pr'oposed ill t ile hill is -oatiad 1111d will hattdilco di'sirahblo
ineretases ill the nverage Iaett'ts paid to uttireti lbersaaas 11oad to tilh,
,,e Petadott sirlvit'oi's of isilted paersonas. Ilowevet', ti't formlallt cota-
111-t11, se'veraIl 111isoutad ol'tnt'tats wlt1cl itil t'hitiitultt'd tit holit itt-
Jutirilig theltt' dt'sia'alt' ola ,jeet ives.

IT. tit (t00 rtvides fot'It $6100 itiviv'aso iltt) 't'so'tt $3,OQ{) hlitia-
tiota AMt tatatattal wages sohbjtct to colttrihoitiota 1a11d tstd itl t he' t'otillitil-
t iota of ltetits. 'l'hw itacrt'aso is tittt just ifill sita1cp a aproptillto
11aCretases itl heaat'its Cail Ito atta1di tvithldi 1111v itacrast it, t ttx 11t1d
Wvtage biase'. Workers parttita $3,60t0t otr name ttoaald latate tloit lietat'its
Itacrvilsetl1N 11)) ititoXilttaaly $5~i pear 11otatla overa titi' tattiouat they wolid
tocklive attadler tilt'% ptoposetl betlit foatla11 if ttlpplit't to t lao 3,t
base. 'I'lao tneed foi, this slight t'xtuta ptttiota lias tatat ht''t dttaoa-
st ra t pd. It, would tadd to thoi sitblsidizt'l lt'titsI older' workersA will
receive, particularly thota retiring illtt e txt 6a tat 10 yeztrs, t111d it,
Would tatld 20 pvmt'ttt't mtata to thlt taxes patid lay mttd tila llulf (if
'Vol"tagr workerst over their lifet itate.

TIr S, tyt~ o f chttmpg violtatts thet baisitContactept of tht old-aigi andl
satrvavor-i itaarataci ptrogrtamt. It pertaits iu1ot01 charge' itacreases ill
ltelaetlts, boath ill 11111t111t and ilt pa'rvet'tatgo for' workers Wvith IIN-atagi
wvages of $3,600 at Year anad overa thlutt to thost' Witha av'ruagt' walges bte.
low $1,M). (Certinly, it, is tlt, Itttet' gi-otap with Whtotm tiats progatata
primarily sltoil hle mtatct'rateu, if we tart' not ahtaaa1doaaittg tw he 'tatt''pt
that tile Ill% ram t is desigated to fila'taisla it Iasite taaittiaaaat la1yt' of
pa'otCiota. 11oditheatiaaas of tilt preau't blitl foratattla,1 togtlar
with broad extetaslonl of covetiaga, will proti tart sailast attally mtorae
tadeqaaateImnetlits withoutt abtaadoatitg thae $3,000 tat x baase,

In additional, the prtopoase itte'so will t'otsiletily voatajaiatoe x.
istitag vollattaty potasiola HIMa Nvehfaao 11l11tas wlielt itv;, baeatl atategatatetl
with the prixmnt $3,00M wage baase Ala itti'roase itt tite tax laase for'
OASI might restilt lu tslitnltar itteaettso ita thle aaaiaxitatata wne base itt
tall Stiato e anhvnat-otpast hiawa. If title OASl laase is
Iaaere.ased and ttae P~ederal, Untemaploymtenat 'h'ttx Act. i; ntot, emplloyert4
,will have to contend with tile difficult~ taeotttitag takk oif anokitg wtage
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a'ipaatsoa tw iitr'ai'at.latsis.Obvioutsly, there is no jist ifcttioti for

We' lot vi hltai'iforea siitpu e ai1ati'i tota lit'llia out' support fot' at reivisioni

satlasti Iat a it IlIv att) Il' a'tiI' iaIf I w it' la'taitsa paovi iaI' It i I IaIvi t law ei'. st i aIg Ill w.
( )t' sotatad l'iaaattatlat fort proviing this restalt is to) Itle Coatild ill tOw bill
P1a1'ita itg Iti'l Vo l yat I r'(v idi'l tlatat fitav liaavi'tit wllgiatas ai'att re ill it a
4'3,ttattt pot' Nvat., 'This Iaaai'a s at bItlit forttoltlai icha proideitis M1)
vaa'a''i'ia of i t firI st $1 Iti of at vi'atgi' atotly wiagi' 1111d tat pa'aii'at of

Itt' iai'aiatsi'd b lilatat iiti'ti'taaatt tat tat-ti' a f taf I ja'aoit fiat eati'lt yi'a a
oaf i'iat i'tg. 'l'ltis foutat1111a1. oit its i'tti i ltte, w~itll paaoviili' at
tatat xi aitattpItatt a)-1111Y laoiilt of fill-a ot tilt iniaii l N va ithI 1. vv'tas iaf
41"Na01a1agiP. It is aeiltiza'd thlatt laa'ai' is strong oj posit iolta ti lt' at'-
iaat itait Oaf tlilt' " illi'ai'aaia Catita'l.' If, ilt I tat jutilgaaaa'aa of tilt, 4i'iataa

ataitt a'i thIet i''eriaa'at l'a vial is to ia t, dr ol pped (tita Owtt fiatiatti Itt, tt it
aaailist itaa'ttt itl tilt,' p laiattagos oivet , av'ag' aiaallt Itl wat vz wiitla is
agai't l att layv 1 I ii' nattit I ei shldtt i t aa i ii iiat1 a11111 praii ai'it tla i-
taititpt111 tivitta I t Iv liaei'tit stilstat i it Ilv t Ilit, sat. i'tas set ftall 

t'l apiapioseda iattalima itait of at "citti ttat titot Catit ta" atn ta iNl inv
tttltail d f deeill' ti iiag ta vt'aagi' lakti I I wit g0 Wvill atta Iaa'iial'a ilt

the Ioitg a'itaaa ilst'itat aeiaaIts ats itt at 'Itti' tiviled ith ItI t exist itt g
litA'ilaitil tiatftt atvitatgt mlait lY wagie. W~itht tis iat Ittitti, its a atittoatil-11I
Ilaait i e tlt'i'istihag at vri'tgi' aotaattlaly waigi' dillittiota, we t'eooaaattaoatd
tilt atitotmit yi v'ali'ai Iat itala foat tall itadlivitlatals laat'd il v-laiatigs aftiet
tlti itlveitivi idatte taf tt' bill, Willi at maiatiatatatat oaf tit0 ittoaltts Ioitag Itsielf
iatlIOw ilivisiat' fiar (ais atIthvi'att iv'i i'aotatht - t'stt itait' l)iap~lit'lt

Thelai'llI stahild IIt' aaaaaoilt'l i ta aetatliu t ilt) "t wive t itt' piilaa3 ialsll"
at O bvat e iC It''iats tla Italttittivi' Iitaltittiota il ttatxiattttttt fatt I a'i'l'ts

thet doillar aiaaaxiaaaaaa flit' fataily liitlits froima $8.1a tat the,' pa'osv'tt tittei
ltoa itamaximatuma tiC $12i). 'I'lltis' it'rvatst' ila tilt, fatttail~' liiltit is thluts
iili oile pro1 )tohlt tio thi itt' itatry lielit lta)lopoi'd ittt Owtt l wh ~ilie,
itat tt Iata' lattil, tlti tiataxiatatatat fAtillai 'atIIVIit of $OaO its Itt'olisi'illt
Il. It. (1w~o is ilispa'opiott llatO to tlt" lat'ita'3 Iaeiaoit 1ts latotlised itt
titis bill.

TIhi pa'l%, aost'd ittiatst' fromtt $50t to $100 oif ctat'aiaas reiqutired for it
46ill i t o I coriotago" wit ivl is t'otttuttil itl 11. It. GOMt is sotatad. Th'Iis
itai'aoaast, ilt thIt wttgi' a'eititlil foiatt qtutarter of eiaol'atgo aXTpa'tsitS at
11at0a10 tdliqatato tost of tt ttttahnvtt. to tile Itlaor ttartket. We saalaoIed
mti'It lilt itlivase int oatur lippaltaal' Iafofia tiale 1llo 1 i'ayam a IVI'ais

Reportatts otf fili hltoaaiaags Iafoa' this vi'ittaitti'i itidii'tt I ttat tlaivi
hias lias'oa dis.'tassioti taf at possibility oaf at t'Alvisiaa oaf t1h' iaol'ag tiat11
sta'vivoaas iltsttllti'i' pral'gttt itt .t401I at fltiialiats tot ptixii at tttIIita-
aaattitt illilatie booiti~'t. tot til or ia t silastatttitl paoatiota oaf pAl'svitt. atatil
fattuax arailaitiats taf oaldaltgo tassistato, Couat e lait vid ti o ltilitiaatioat
of 14'iloa'aa gatlat's ill aid to tie' "Stattis fia'r tt' Ilittattoitg oIf oldl tago
tassastaaare. li t rinciple, sittt' at Ingal~tttt alpewas to htavei ata1t11y itaa'a
toa'iiaas f(4ti les, ltt Its tite a'otaailttio tall ioeitl st'otat'jav of 61t, tassia-
vitatol haltIs inot lata il at tpportility vto reieit lly ttt3' eille staggestittat
fiat t' ac.cialaliltltti'ttt taf tii oljeet ive. tlt' ttssos'atittat in 1t1tt111l0
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to advocate tit- opllosto sm-.tt a ri'visioit. lit pritivipile. Shlt1 it propoala5
upjpectt r to lhavte Sibstit it itil Iliti liald it ki Iged (bit t to ct'iitittiv

tatid carefullyv thn possibility of dievelovilig NOl .prga
Oar its55(iijolt st toigly' turges (11 Ott hs colitittit It give ctiiisidltit

tion to reporting for the o;ld-age ald slurvivons inlsill-1uce progiai ott
It1 aIt Itill basis. 'Thlere is ito juISt Iicat ion for cont i iuuiitug the (lua rteorly

quiirte1110rly reports Complicate tile piy I-oll anld accounting pro-
mcIdures of every business tirnit. They adid greatly to the operating
oxptenses of at buisines and they tire a complete economic waste.

)ntil ederal mide, millions of dollars could Ito saved auaitllv lby
olinitiat jg the neeod for processing t itese records. l'Tho W-L fo Irti
for incomue-tax purposes amidl the SS-1 forit slitold hoe tmtttiiied ill it
single KIIInunia replort.

it is well to poiint ouit thatt thn' repot'ting of w~itraws for the self-
emuplotyed, if vo' vere is extended to tlteui, %Vol l f(it otilluata
basis. * it tilt sto hitter ats wit It t ho stlf -enuplovedi, t hto report ilug fort
all emlployees onl till anul basis shoutil litiovido'for it qliuttW5 ('ttdit
for eutel t&)0 oif eitiI'lugls.

Wke believe that tlt, existing cl~ssof bu'iitisand tlte existiliug
requiromitets in resjiet to Condit ions for eligibility sltoald bek retained
wit ilthe following chanlges:

Weo favor thle addition of "1foratem wives,, divorced" to tite classes of
eligible bmeefciaries under thle conditions speified inl the proposed
legislation with the0 proViso that they rieeve One-half their, slip))ort.
and have the chlildren in their care. We are ojpposild to aqualifvilig
children for it ehild's itisurianieo beutfit, on tle d eath of the another,
foxept ndtter the conditions provided under tlt) existing law", mnd weo
dto not. favor increasiiing tle tate of benefit for thet firIst chtild to TO'
perctilt. of tile primary istraice hettellt. We tare opposed to ieavts-

I thle paretit's benefit frvont Not pe-cetit to Ub percett.
" ooppose thle pr~ovisioa for tlnip-miutti dealt-hllefit payntenits its

prolvidedl in tile pt'o))owd legislation inl till Cases folloiititle det th
of attl issued ittd ividual. Sticit proposal placevs tlt, ("overimtcitt inl
tile life-inlsiratice business, or, att.tiny rote, inl tilt, uiliisrtc
busines. 1oepoelttiepoiitsta rsist.aetit-

We areos poe otl rvao litli4n ii O7. io
naiecaly recive their ohi-aige wild survivors itisaritace lienefits swithltt
any earnings limnitationt.

We strongly favor it 1qystentl of fitituicitug cottipleely slippioltvel hN.
pay-roll taxe and 'io tlt'tfiv i't' Stilklltt title projiosei tax McIMItb
of 1i. i. 60mJO, tgetlter iiI its (elet iont of thte eximst ju laws provisitut
for tite ultitet use of thte &iovertmitit's gotteraf I rvenuesx.. We
behaveO t0t0 cotitbitted I-tO of -1 pet'cettt slttilld be'oio Oetetivo onl
thie dit vitte thle ittervaised benefits tire put itito force, We favor
periodic Ovaliutioul of the tiax seleditle and til, titiaticial rotlit iremtitt
of tile prograti by stieveiig Conigresse~s.

As a basio patrt of this vonept of it self-supportintg atysteit, it is
ceoar that the tax rte otn tile self-emnployed ittist be aiih-alett to the
aggregate of the ecnphtvet' and emaployer shaum. No adequate jutifiesli-
-tiomi has been roetoil for the proposal that tile self -eutployer coud

p We neilts to peratute peprunarently disableal should be gratitedl to sutch
disabled portion oit thle baiti of nuoed and tnot its itimattter oif right.

I ( "r, %
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Tht' let'(411-111 ( IMITIMR1111 IMS 1141 111111-111 lit r legill respoll'ibilil v it) pill N.
it VON, ill it sit unt ioll whit-11 vill Li for I lit: (li'l I vl I ,illp, t if vellk it) t lt t

vit irons of it St Itte.
I tilt I I I I lost lit vs it I kil (I it, vit it's I it kovart, Of I I tost, person is wI it) it tv now

without 11tvalm to clikv for ( ltvillsvives. Thert, should lit, lit) inim-

fertwilev, vither dived ot. illifilvd. bv tilt, Fetivuld betwevil

tho Imal 1111thority IIII(I (lit, recipie'ni of' (hem, limiefits. lit Nvw York
We havi, it Stato vot'litional reltalli lit lit ioll progritill whielk provides for

IAIktll)i lit lit ioll of the disliblod so (lilt( Illey vall 1.0111-11 to tho labor
market. E.adi vent, emplovel's aro employllig ilk itivreasing 1111111ber.,
Illik I 1%,sivilliv 1;ItIldicaplim).

Ft:I-ill0vlkl(;lv, tilt, histil-Illive voillptillies havo lmd it 1.1101vi. 1111for-
tilillite experivilve ill Ilvillilig witil livi-1111111elit disabililly vitst's oll it
sviveted risk basis. Their exlIvrivilkv sholkid lit, volksithwed (killy lit-
fort, embarkiiig , M SIIVII it wogntill of witiv.spreild

1116(it'lifilliv, I %vo to poitit out that ill I t'lliklikuk, wherv it

rild 1011 liernmileW disalliM v bvileths livogulkill lilts livelt
ill o1wriltioll foi- it 11111111wer of yvars, 1111il wilviv the prograill is oil
a bitsis (if lived 1111d not of right, (11v program lilts limm Illost costly
from the point (if view (if admillistrative 1wrsolult'l, rixpire'd Imil of
co-4 Of tho opermioll of tilt, 111,ogralu.

I h, WI-111i I I lit ioll of eligillifitv tol, temporal. dislibilih. bmwfit.,4 or old
"go Immillite itj pm4iblv oil Wfitirly objevfi v tost. What vollst itittes

IWI-1111111olit disability im allother 1111k(wr aild illvolves sitbjectivo (.oil-

siderlit iolis bot I I of tile claillumt 1111d tho dislit'llsol. of IwIlefits. IW-

( Intso (if t 1w subjeo ivo chituavtor oft lit" villilit 1111d tilt, liveds livising ow
of th"m clilims this is it p1ligraill whit'll is lik'st littildled us it pal't (if

t he public upwist tinve work now mallaged by ( Im local mul St ato govel-11-
111vilts.

Tho associatioll does liot hi'litwo that lilt, Federill ( ovevllllivllt

should bo tilt, dired (INIX)II-el-of lik-likilits, llorshould it providtbelletits

in this (Ypv of prograill (ill it 11111tviling 1111sis or by Illvillis Of grailts-ill-
aid.
.. -Volispieltoll-4 11111olig 1"Meral tXIKl Iditures of revelit yeal-4 havo hvell

tilt, itinvitsed 111111111m. of III-01VIAllks Illvolvilig grailts-Ill-Ilid to Stitt "I
and progl'allis Involving divert 14111SWN' 1MVIkIVIA4 Of illdiVidIIIIIA. 111-0-

'grAllis long t'stabli'dINI IIIIN't, invivased ill* lim Ilitutle, so-vallk,41 vilit'r-

gelles, programs volitilitte, Item- prograllis Ittivellool Ildo

,!lIkId, 
likow 

llmv
plog-i-ams lin, bellig prollik-mil. retleral 811111-itig of defi i( dollars With
stativi tilld xvitil lut-al govertillivilts during 11tv depre'"ioll villo-gelivy
HIM tho war ellim-golivy elvattX1 this iIIIISiOll that OW FVAIN-Al (11OV011-

lilt-lit has Illoilm, resolim's Which tim States tit) not have; NvItelvils tilt,

(1,1101 i4 0111tt4olitaill clish, lilt, Federal (1overmileW vall olily (ax tilt,

Nvealth KIM iimmwe of the residents (if the 48 States.
The Colkillivivo and 111thistry Associntion stroitgly oppose.4 the ill-

creaw in tho Federal shniv of pidilit-assistimee costs.
Publit. lissistimet, is a purely Imal plAilvill and is ollo w1kiell shollid

not lit, tile eollem-11 (if tho leeki;wal ( 1, ow I'll silent.
. IAst experience Ims shown thitt NVII(Nlk 111olloym mv Aiftod dowil frolit

OlM 90NIP1111111vaill level to another tilt, "(1111illIstrative costs aw 11111ch

Ilighor thall wilm (lit, elitiro I)IX)jtxt is undertakou by tho goverit-
111wital ligelley whOst, 110spollsibilit N. tile program is. 'I:f 6,lIigllkw cost,

results lwvviu e aterwh governmental ltlvvl it vertain at% om t of molivy

6 11 s0A A0 I'l. 2 1) 1%



SOCIAL SECUIiiTY REVISION

must stick to that level for administrative costs of "supervision, con-
trol, and maintenance of standards."

By the Federal Governient and, indeed, even the States entering
into this field, a new philosophy has grown up, not only among th
social workers, but among assistance recipients that "relief is a way of
life."

(omlnl~iiiies have grown relief slap-happy. With little cost to
themselves they are abe to spend fantastic sumn~s of State and Federal
Itoneys. Next fiscal year the cost in New York City for all types of
assistalce will be $2)5.000,00, the third largest iiem in the city's
tiul get-exceeded oalk' by debt service and education.

if the States and cities were to have not, only ivslonsibility for the
operation of the programin, hut, the responsibility for financia count rol,
Iieaning the raising as well as tile spending of money, there would
lie a greater awareness by the local administration for these problems.

The Federal Governmnent by injecting itself into these mattel de-
strovs not only local responsibility, but wipes out local differences
which only thlit conuuint ics can recognize and evaluate.

'111e (iAIiRMN. Thank von verve much. Mr. Zluche.
Are there any questions I

We were glad to have you appear, sir.
Mr. ZucKu. Thank you, Senator.
The CHIUMAN. Mrs. May Andres Healy, chairman of the Joint

Committee of Teachers Organizations, is the next wit ness.
You are Mrs. Healy?

STATEMENT OF MRS. MAY ANDRES HEALY, CHAIRMAN, JOINT COM-
MITTEE OF TEACHERS ORGANIZATIONS, NEW YORK, N. Y.

Mrs. 11F:t'hV. Yes, sir.
The CHnIMAN. Is that an organization of the teachers within the

city?
Mrs. H&l 'v. Within New York City: yes.
The CHAIRMAN. We will be very ,lad1 to have you proceed, Mrs.

fMrs. HNALtY. I am May Andres Healy, chairman of the Joint Com-
mittee of Teachers OrgaInizations, representing over 43,000 teachers,
supervisors, and other education empoyees of the board of education
and the board of higher education in New York City. The Joint Com-
mittee of Teachers Organizations is comprised of 68 affiliated organi-
zations-an organization of organizations.

Each and every one of our affiliated organizations has asked me to
appear here to request that all employees of the board of education
and'the board of higher education in New York City who are covered
by existing rotii ement systems be excluded from the provisions of the
Federal Social Security Act. More specifically, the 48000 employees
of both boards of education vish to be excluded from H. R. 6000, now
before the Senate.

We are for the amendment which is set forth in the prepared state-
ment. I will not read that, bemuse you have a copy of it.

The CHAn14. Yes; that amendment has been offered and referred
to this committee.

Mrs. HUALTj Yes; it has been offered, Und Mr. Lehman sent us a
copy of it. ,
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(1lhe0 aiiendmient referred to follows:)
(lnhite hdd it) be, proposed by Mr. l,,hA41111 to th bill 11 l1 . It. 64101) it) v l~ld

ulIti ll ul'ove tilbe Ft'dttil| ol-iiti' initl S1rvivoe's |llsillltt myst , ll io atliltlid Ite
I ll ll-ti isrl h tit ll't, 1111d vllil-Wl lfitre, pro i Ii t i f the Social Siturity Avt, ito l ftilr
otlher lIirlose,, % z: )

OIn page 82, |,ghmlintg wIth Ihe i0, strike (iut till down I to td hlicludlng Iht 17
on milge .S id Inisert In lieu terteof the following:

"i7) tilh ngrt'entet l| tl ill pulile employee, sI petuioi covered by
it retlr'nlelt system, as previously delted in suibsection (b) (4) of tils s etloti."

Oi piige S3, hliue Il, strike out "(t)" aind Insert "(d)".
On pItge $4, lite 8, strike out 11(f)" mid Insert "(et)".oill 111ge 8 ,#.t Iltle' 1,8. Strike' mt "'(g)- lktli sl I t -if)".
)t page' S5. Im- 2.I . Mtlriket o lt il" It d insert "g)".
O i l itig' ,Ni, Ihue 25, itrlke, out "ii i)" tiltd i tstl' " )".

(itn iltiag' ST. hu' 2, 2. ik' ci l 'tI ' mid Illsoi "iI".
oil pagei' 7. line 15. s 'Ir , olit "i k I ti 11 nsert -" 1''.
On page 8T. line 24, strlke out "(I)" and Insert "(k)".

Mi's. IInAY. We respectfully ask that your conunittee recomminend
the adoption of the foregoing amendieti by the Senate of the United
States Congress.

The' tetaclhers, supervisors, and other education evlplo'ees of the
board of education and the board of higher education ill New York
City join with tht' policemen, firemen, and other city and State em-
llo '" ill New Yo'k State in requesting exclusion from the FederalSo :ial Securitv Act because we believi'd that suich inclusion w'oudd

il1iie not. belt t'lse employees.
I'he piopiosed higher benefits under H. R. 6000 would not exceed

thost' lw li\ pid by oill' existing pt'nSiol Sysiems.
As the purpose of the Social Security Act is to provide for future

security of employees in the Nation, a purpose we endorse we believe
that. our existing pension systems grant that. security locally to public
employees, and that such pension systems tire better adalted to the
needs of o)ur employees, than are the benefits of the Soial Security
Act.

Several years ago, whein Senator Waigner introduced the forer'uniier
of the present smwial-security bill, we contacted him about excluding
such public employees covered by existing pension systems. Senator
Wagner and his coIlunitteo readily agreed to exclude such public em-
ployees and accepted an amenduient agreed upon by all tIio groups
colleerlled,

We are in perfect accord with the Congress in its wish to extend
,ocitl-see'ui'ity coverage to those wi) have no pension system oi' othei
security for ld age. We found, at the time Mr. Wagnier introduced
his bill, that there were some teacher's in the Nation who had no
pension system. We agreed after conferences with such groups that
they should be covered by social security and amended our original
alilelidmlent to exclude only those who Wre ill existing pension systenis
allowing teachers in other )arts of the Nation and substitute teachers
not ill pension systems to be included inder tie provisions of social
security.

SMany well-disposed advisers thought we should accept both social
seclli'ity and our own retirement systems, but we do not believe the
taxpaers should be asked to support both. It is neither economical
nor fitir to expect support for both. At that time it was pointed
out that private corporation retirement systems did not oppose lpaynig
for both. We, however, believe that our employer, tile city of N4ewi'
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York, should be asked to contribute only to our existing pension
systems, which we believe meet the needs of our employees far better
in the matter of death, disability, old age, and survivorship than does
the opposed plan in H. R. 6000.

Th public pension systems for the various groups of employees of
the city of New York are among the most modern and liberal in the
country. Our city authorities have shown a disposition to look with
favor upon increasing the benefits of these pension systems, and it
is evident that the national trend is toward such an end. It is there-
fore understandable that we choose to keep our own pension systems
and not come under the conditions of H. R. 6000.
. We know you gentlemen have no intention or desire to lessen benefits

received by any employee. To include us under social security would
set up a second pension system paying lesser benefits, which inevitably
would replace our individual pension systems and thus reduce benefits
for us. Such inclusion, therefore, can only be considered by us as an
unwarranted penalty.

I, therefore, respectfully request that you accept the amendment we
offer, which amendment has been agreed upon by all of the public
employee groups in Now York.

The CHAIRMAN. Thank you very much for your appearance.
Mrs. H.ALY. Thank you, Mr. Chairman.
The CHAMMAN. Dr. William C. Greenough. Will you identify

yourself for the record, please, Doctor I You may be seated, if you
-wish.

STATE XE T OF DR. WILIJA C. GREENOUGH, VICE PRESIDENT,
TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF
AMERICA, NEW YOX, N. Y.
Dr. GREENOUGH. Thank you, sir.
Mr. Chairman and members of the Senate Committee on Finance.

my name is William C. Greenough, and I am a vice president of
Teachers Insurance and Annuity Association of America, 52'2 Fifth
Avenue, New York, N. Y. To identify TIAA, it is the nonprofit
life-insurance company that funds the retirement plans for private
educational institutions such as Harvard, Yale, Columbia, and Chi-
cago, State universities such as Indiana, Iowa, Michigan, and Wash-
ington, and in all, 575 colleges, universities, private schools, and
research organizations.

In view of your program today, I think I should insert parentheti-
cally that TIAA does not cover teachers of public secondary and
elementary schools. They have their own plans, and we have never
admitted them to eligibility because they do have their own plans.

T'IAA and its predecessor, the Carnegie Foundation for the Ad-
vancement of Teaching, have had perhaps the most extensive experi-
ence in the field of pensions of any occupational group, and I believe
that some of this experience has a real bearing on current issues.

Colleges employ only a small part of the total working population.
However, the successes and failures of the pioneering ventures in
college retirement systems offer general guideposts for analyzing the
much vaster objectives of H. R. 6000.,

The Carnegie Foundation for the'Advancement of Teaching was
established by Andrew Carnegie and chartered by the United States
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Congress 45 years ago to provide free pensions for college teachers.
This system introduced one of the most important advances in pension
theory il) to that time in that it permitted free interchange of teachers
among all the colleges it covered without loss of pension expectations.
The foundation over the years has distributed more than $50,000,000
to disabled and retired professors and their widows.

However, there were three major weaknesses in Carnegie s pioneer-
ing venture that prevented its success. First, his grant, although
geiierouis, could provide retirement, income for teachers only in those
institutions meeting specified requirements. Transferability of pen-
sion rights was far broader than in any system devised up to that,
time in America, but it was not broad enough. It set up a harrier
between institutions whose staff members were covered and those
whose staff members were not. much like the barrier resulting from
the fact that the national OASI program covers only soine three out
of five workers in America, today. T second major'weakness of the
Carnegie plan was that the pension was without charge to the college
or the professor. Henry I ritchett stated in 1930 after 25 years of
experience as the first president of the Carnegie Foundation:

Any pension system In which the benefielary Is provided with aii old-age
annuity without cost or participation by himself Is, In the long run, demoraliz-
Ing to any group of men however high-minded. "

The third weakness of the original Carnegie plan was that gen-
erosity held precedence over accurate forecasting. The total size of
the future pensions to le paid out of the fund was neither well defined
nor accurately foreseen. Even Andrew Carnegie was to become al)-
palled at. the cost of free pensions. His foundation was to find its
funds wholly inadequate for the task undertaken.

Recognizing these weaknesses, the Carnegie Foundation sought a
broader concept for future teacher pensions and in 1918 established
Teachers Iisurance and Annuity Association, the nonprofit associa-
tion with which I am connected. The new plan was to vest all bene-
fits in the employee, including those purchased by employer contri-
butionls, so that his TIAA pension rights would follow him through
changes of jobs and so that there would be no restriction on employ-
ment mobility even at higher ages. The plan was to be contributory
so that eml)loyer and employee would share a joint responsibility for
the employee's retirement income and so that there would not l;e ex-
cessive or impossible demands from either side. Full actuarial re-
serves were to he built up from the colcge's and the teacher's contri-
butions before retirement. This would assure that adequate funds
would l)e available to meet obligations as they matured, and that the
scope of the obligation undertaken would* be better appreciated.
While in my opinion it is not advisable to build up full actuarial re-
serves for a" national program, careful controls do need to be used to
keep the ultimate costs of social security within appropriate limits.

As mentioned above, 575 educational institutions, including 366
colleges and universities, now cooperate with their staff members in
the TIAA program. Persons in educational work may transfer
amoni all of these cooperating colleges, universities, private schools,
foundations, and research institutions without any loss of retirement
benefits.

The experience of TIAA shows that private plans can be arranged
in such manner as to assure the individual his pension rights regard-
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less of tile financial health of a particular employer or industry. Like-
wise, private plans can be designed to permit full mobility of all
workers without discrimination because of age.

My eneral recommendations regarding OG\SI are as follows:
LevtA of benefits: OASI benefits should be increased at this time.

In raising the benefits we should not depart from tie basic pllilosophy
of OASI as a floor of protection for all. The costs for benefits to be
paid during the next 10 or 15 years are disarmingly low but will rise
rapidly thereafter. They might easily become a serious burdenl to
future generations unless kept withill proper limits. 'l'he Federal
Govermnent should not. be called on to provide all retirement income.
With OASI as the foundation, providing the subsistence level bene-
fits, individuals and employer-employee groups can continue their
present, and arrange new situpplementary plans. These plans call be
adjusted to the differing needs, desires, and economic patterns of
various occupational groups far better than can olle national program.
Neither OASI nor private plans should try to do tile whole job.

Eligibility for benefits: Older persons brought under lan extended
OASI program for the first time should be made eligible for benefits
quickly. ii..R. 6000 recognizes this problem through the addition of
tile new minimum provision of 20 quarters of coverage for eligibility.
I believe this period shoul be made even shorter so that, OASI will
quickly become a more universal system. I also agree with the pro-
vision for computing average wage from 1936 or the effectivedate of
new legislation, whichever is more favorable to the individual.

Coverage: 1 believe that the existing barrier set up between et-
ployment covered by OASI and that not so covered should be re-
moved. OASI shodd protect practically all gainfully employed
people. Wit h respect to higher education, coverage should be extOnded
to employees without. distinction as to whether they are oil the teaching
or the ilonacademic staff, whether they are employees of large col-
leges or small, publicly supported colleges or private. At present,
the carpenter wio woe'ks for an industrial firm on one side of the
street is covered by OASI and his next-door neighbor, a carpenter,
who works for the college on the other side of the street, is not.

Staff members of colleges and universities are presently excluded
from coverage under two specific provisions. Oie relates to employ-
ment in nonupof it organizations and excludes emp, loyees of private
educational institutions. The other relates to emlpoyment, by a State
or instrumentality thereof and excludes employees of publicly sup-
ported educational institutions.

Free mobility of academic talent is particularly impotant in the
field of higher education. I am fully aware of tie problems you face
ill choosing methods of extending benefits to employees of iloinprofit
organizations and to public employees. Nonethele s, I think it im1-
portant to stress that H. I. 6000 will set up barriers to transferability
of educational workers, particularly between private and public co-
leges. Some workers will be fully'covered, others partially covered,
and othersnot covered at all by the national plan.

Through TIAA, through publicly administered retirement plans,
through plans for religious workers, and through other arrangements.
colleges have provided extensive retirement security for their staff
members. There are gaps in private arrangements, just as there are
in the pieseat OASI. A broad extension of OASI coverage can fill
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in the gaps, pa:ticularly in the case of nonacademic staff members
many of whom are not covered by the regular retirement system of
tie educational institutions. It, can also provide a basic floor of pro-
tection for those employees who are covered by existing retirement
systems.

The CIIAIRBMAN. I wanted to ask you one question. It had to do
with that. part of your statement. in'which you referred to the level
of benefits now provided for old-age and survivors insurance. You
cautioned that we should not depart from the basic philosophy of
(ASI as a floor of protection. Does your recommendation differ
from 1I. It. (1000.e If so. in what respect What. do you contemplate
there, in that statement I

Dr. (htFNounm. In that particular part, I thought that my only
function might be to emphasize past history in certain pension plans
that gave Its a lot of experience. I would not want to put, a precise
point at which the Government's responsibility ceases and the colleges
themselves and their employees take over. I have not done. the study
necessary to set a precise point. Obviously, the present benefits are
much too low. In other words,. I am neither disagreeing nor spoil-
soring.

The CH.ImMAN. Your suggestion there is that if we do depart from
tie basic philosophy of old-age and survivors insurance we should
do so very cautiously; biut you do not. make any specific suggestion
as to how far the provisions in H. II. 6000 depart from that, philosophy
or do not meet it. That is the way I understand your statement.

Dr. GREENOUGH. '.hat is right. I don't think I have anything to
offer on tl ut particular loint.

The CHAIRMAN. Thank you very much for your appearance, Doctor.
1)r. G(mIENoroJ. 'rliank you. sir.
The CHAIRMAN. I)r. Herman Gray?

STATEMENT OF DR. HERMAN A. GRAY, CHAIRMAN, COMMITTEE
ON EXTENSION OF SOCIAL-SECURITY BENEFITS, AMERICAN
COUNCIL ON EDUCATION

I)r. Gm my. My name is Herman A. Gray, and I appear here this
morning as chair-man of a committee on tie tension of social-security
benefits set, up by the American Council on education.

The American Council on Education is composed of national edu-
cational associations, organizations having related interests. State
departments of education, city and private school systems, and indi-
vidual universities and colleges.

I have annexed to my statement, sir, the list of our present mem-
bership.

Tie council set ill) this committee on extension of social-security
benefits in 1948. But the committee was not limited to representatives
of educational bodies. It. was a broad committee, and it included
delegates from other associations of nonprofit agencies that are ex-
cluded from the Social Security Act, such as the American Library
Association, the American Red Cross, the American Vocational Asso-
ciation. the Federal Council of Churches of Christ in America, the
National Catholic Welfare Conference, the National League of Nur's-
ing Education, and the Naf ional Social Welfare Assembly.
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Our colmilittee studied this problem and tinilly cae up with a
rtV'Coinien(httion asking for the mandatory inclusiom of the l)rivltt',ly
owned. privateIl controlled non profit organizations and tilt) volintairy
inclusion of thepubliely controlled institutions.

The lasie reason for our recomlivilding U vohi'tiry inclusion of the
publicly controlled institutions was, of course, the constitutional
questioli aind none other.

Senator Kmmt. Do I understand that recomendation to be with
reference to groups of employees who do not have a retirement system
of their own i Or without regard to that, feature#

I)r. (AY. Without regard to that, sir. As it niatter of fact, we
believe that the provisions of 11. I. 6t000 with respect to the publicly
controlled institutions are correct and quito sutlheient to safeguard
the situation insofar as tihe employees of publicly controlled ilst it u-
tions are already under retirement systems.

Senator KRsii. Illustrate what you mean, please, by "'publicly coll-
t rolled institutions."

Dr. GR1AY. PolieMen's and firemen's departments, p) 10i hools,
and so forth. And in my city we have colleges owned and controlled
by the city.

rhe effect of the l)roposal in H. R. 6000 is that coverage tuder the
Federal act, so far as public agencies, would be voluntary to begin
with; that is, at the election of the State. Thor. where'there is it
retirement system in effect, the employees covered by the system could
not hI brought in under the Federal act except after a referendum and
ai approval by two.thirds of those covered by the existing retirement
system.

Senator KrnR. Now, there is some confusion as to whether the pro-
visions of H. It 60iO0 require tile affirmation of two-thirds of those
covered in any single program, or just. two-thirds of those who might
be voting in ; referendum with reference to transferral of coverage.

Dr. (hAY. Well, I did not think of that when 1 read it, hut that is a
procedural question that can easily be clarified, We would approve
of that provision, but we do believe that all of the State and local
governments of tile country should be permitted, if they wish, to collie
it nler the Fedwral Social Security Act. You cannot limit tile
problem to those existing systems, suich as in New York, where there
is reasonably 1 ample protection. There are a great many of these
publicly conirolled institutions throughout the country in which ade-
quate retirement systems do not prevail. And it seems to us that they
should lie permitted to come in in a voluntary basis if they set' fit. "

The reason for tile conlcisions reached by'tho committee tire com-
polling and too obvious to need elaboration: It is a 1laitter of simple
Justice for the11men mid women who serve these organizations. There
aire a million of them. 'hiey include not. olily person s ill the pro-

fessions, such ais teachers, doctors. IInIses, s0Wi workers, but also
clerical workers, maids, kitchen help, janitors. and e01mio0l laborers.

Liko thse in the employ of private inuhistry. they face the prospctxt
of tilt ilabilitv to continue lit. work because tf advanced years. Like
then, too, their earnings are insfficient to enable thel through indi-
vidual savings to make provision for their old age.

Of tile million, only a small fraction are covered by retirement
plans voluntarily estl'blished by'the institutions in which they are
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(11il1hoyed. Ev'n of tli.tse plais. iiinn are iiildcqiiat e. larl iculi y
ha Ins: illg is tlie fat thalt th e right' 1 bto helit umder a private pl:ii
iI millolliv .olitiligelit upoll lon)g y.arS of S 'iCe with tXV o'"1liZa -
loll which' has establilled it. ,o t hat a chaiige of job is usually

plil.ized by a sharp reticltiou ill ret i' llelit ratel4l ot, even it tot l
loss.

The illprofit cdlcaltioila1. religious. lil chariliable oizaiztions
render greal public service. But they can function oly" through tihe
agencv of the men adl women \v'holil tlev employ. '1'hese ille aul
Nvomne have every right to expect that tlheir labor will earn then a
livelihood; and a livelihood eilianls nlot otl sat isfaction of iniltldi-
iate tiveds but some measure of protection lginist the- ec0.oomi lihazard
which confront all wlage earners. The very fact that these illn adli
Women have devoted their lives to the service of inst(litions which
it'e vital to our national welfare should make them the tirst to be
(onisidttrttd ini l1ly sthei of social insurance; surely not. the last.

For tile org aiuzatiois, tro, coverage umiter the Federal old-ago in.
stiralic system would lleali tili' solitioll of prohliils Pressilur uponl
thel m ith growing weight. Their governing botlies are daiy toi-
froitted wit I tlie moral responsibility of caring for their algilg eii-
ploytts. Yet. the% tintd it ilrle iind Itiore diflicoll to deal with this
iivtt adequately through separate actilo. Nor is this a problems which
will r'esolv'e itslf with tiie. On (ie tonitrary, the plassage of the years
onlv wonens the sit nation and makes a solut ion all tle harder. *

Senator Kurit. l)o you think that situation is much more acutte vith
reference to those groups of cmpii lo'ees who to lint have their own
ret il'lellt system than it is wit I' efereict' to others Whl have re-
I im'iuclt 'Ssteiil evel though they niy be inadequate I

(r. GrAy. Wel, naturally, sir. Ol the other hand, those retire-
nnt systems that do exist'lhve a uiumber of defects, and of these
not tie least is tilt, one 1 sliggtst hiere. aund which has been referred to
by the gentle nan who testified for the T'lachers Annuity and lnsur-
iuce Association.

Stmitor l .i:in. That is the in-ant-out problem?
Dr. Ghuy. The in-uid-out problem; which is quite a probleui whe

ou are oil the boart of trusttes of one of ticse orgaliwat itns ai l have
lit', problem of recruiting at staff.

Setnator Kmum. What would be your reaction, ill tle face of what
Seems, to be iliost uniiversal insisteicte froii tlhost represtenting these
groups that are covered that 11. 1. 6000, if enticted, vold tlt dsome-
thing to them instead of something for them?

)r. Grtvy. I can't uiderstaid that position lit till. The fa't re-
mains that. tilt, anmunt of contributions uuder the lIttdt'ral Social
Security Act, whether it is the existing law or the new oite which is
proposed, buys more by way of insurance protect ion t lint. it is possible
to buy inder any private system. 1 think thuit the gentle of the
Teachers Annuity and Insuraice Association will agree that despite
tile fact. that they are it iioiiprofit organization llild to not have busi-
ness commisions and other expenses of that kind, nevertheless, they
are unable to give the same amount of protection that one can obtaiii
from the Social Security Act.

Tio way our committee stcs it, there ought to be a itegrationl.
And one of tile things, we suggest is that the bill as drawn should
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leave op)enI the integration of tile private system with the Governmlent
system. But. we believe that the Goverunuent system should be all-
inclusive, thus affording a basic protection for everyone.

And, in that connection, I shlild like to say a word or two about.
tile proposal in II. It. 6000. This proposal includes as it matter of
comilllsion tile emiloyees of the )ri-vately controlled itpon)rolit insti-
tutions, but. it, does nt bring in ats it matter oferolululsion IOlt insi-
tutions themselves. It leaves it to tlieui to say whether they want
to come i or not.

Senator KERr. Now, where would they come in other than that their
employees would he covered ?

I r. bkAY. As to the employers' contribution. Thus you would have
no comjulsory employer contribution from theso instiiutios. You
would itve a contrililt ion imposed u)on their employees, but tile
institution would he free to elect whether to coill IIIllider the
system or not.

Senator Ktti. You think that should hei made mandatory?
Dr. GRAY. Yes. And if you will permit me, sir, I should like to

indicate very briefly why. Ihe result of that kind of formula is to
reduce the benefits to these employees.

In my paper I say that the reduction would be 50 percent. That
is inaccurate, because, on recalculating it, it, isn't 150 percent. in tll
cases; it would run from about 5i0 percent to 20 percent, depending
upon the amollulit of the individual's earnings. But, the' unhappy
part. about it is this: That, it operates adversely to the lowest-income
group. In other words, an employee of a non-prohlt-nniking inst-i-
tution earning no more than $100 a month would suffer a 50-per ent
reduction in benefits. Tile better-paid workers would likewise suffer
a reduction, hut not as great. It, sems to me that that. is a social prin-
ciple operating in reverse. And there is no reason for this kind f dis-
crimination. If the proposed bill would offer protection which goes
beyond a basic mninimmn, then you might say, "Well, we will cut
down on these people." But since it is only a basic minimum at. best,
what you are doing is not making even that basic minimum available
to these employees.

Moreover, I might suggest, sir, that it is going to do the institutions
no good. I hal)pen to sit on the boards of a number of institutions,
antdI know that we have a constant problem with respect to our
aging employes. Unless this bill offers ai adequate minimum, it will
be no solution for us at all. And it seems to me that the problem
of moral responsibility tlat these organizations have and tile prob-
lem of staffing in tile competitive situation in which they find tiem-
selves would not be solved for them by this proposal.

I might also a1d(, of course, that what islikely to happen is that
the weaker institutions, the financially weaker ones, are the ones that
v'on't avail themselves of this provision for voluntary coverage, alld
that is where the protection is most needled.

'I'Ii views of our committee were submitted to tile council members.
And I might say, sir, that they were very well, and in some cases,
enthusiastically, received. And that holds true not merely of tile
teaching staffs but hols true of the administrative officers.

Thereafter these views-that is, the recommendations of our coi-
inittee-were submitted to a meeting of the 70 national educational
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401gPalizat iOlRs that. tire the conistitulent members of the council, anld
Is- it result, the following resolut ions were adopted by that meceting:

11t'i l-i'tt. ruT] t lit'o relitrt'stitI iviio tt teotli It titt uiniore t in Anlericalt
4 'tlinitt'il Eo dlict loll favor liii. extetishti t it t oldigt told stirvivtrz bentfitsiu
,of sttitt security it) notprtttit, 01isutri hush'. litwait usul. Itid religious i1itIl-
liontus aid ttrgimtltlo tus. wiuetlicr jtrhvatt-hy or pulicly ctontrollied.

l1csolrt 4. Tliat the~ represent tit hvt's ftf tih' eon~titut'uut atttuttiers of tINt' Antedi-
call ('otitl onl Education favor thte 'xt'tisott of old-agi' atnd -urvivort; liseiiwitts
of social mtetirity to jnuliely conutrolled Insitituilons oil 1t voititi y NItuIlS.

Iicsolvt d. Thaut IN% confterene go fill record approving ti" rt'toiutundtiohns of
ti14, 4sonatnuttet. III fttlit' (if mantothttry t'xit'itstl of out-age and sttrvhvttrs Insur-
alivte to tax-e'xet'lt. nonptjroilt Imstlttutntm (tgtii7tthtlls.

Filially, what Nwe i'sm -efully recoliienld is that this coverage
slotll dhe wr-it teit ill ti I igltt of the following iuasit principles:

1. Recoginit loll that the private nttnlprofit, inlstit tit loll's Iayuht'nt to
the old-age aiid siurvivors ittsilantei fluid is it special eont ribut ion for
i I sjueilie piiIpose anld that. i11 110 wily does it alter the tax-exempt
sttil o tf t hese inistit itionls itor tile prinlciples; which justify suich
tax t'xt-'ntptionl.

2. No distiition should lie made bet wvei Itiofessioil andutul
roesolleuiloyeies hult the' coverage ill tli'~se juist itlit ionls stolde imi-sl hs, hoiweve~r, would liot it th'c i utlividulals Who aire

ineinlulers of religious orders whlo woitli e exemplited since they tire not
inl it status of emp loymnent, ats detiled inl anly social-seciurity legislaltionl.

:3. TheItFederalt' old-age andi stirvivors nisuriuwo system silolild be
stilpplemental'y to existing private and public l(will or Stiteo pelliisof
Atiild let i't'illit plaIis.

4. The method of correlt'ig existing ipensioii and ret iremnent plans
with the Federal system sihold be left to the individual private in-
stittifon aind, iii the case of public institutions, to the State and local
units.

TI'10 CHAIRMAN. Thank you very much for your appearance.
I-. (Imm~' ''itnik voui, Mr . ('lairnnun.

(The following matterial was submitted for the record:)

Tim. FFZRMAL COUNCIL OF MEI CaIuzClnI. Or CIIIRTa IN AIIEIUCA,
DEPAIitruENT OFl ClaUwRIAN SociAl. HiuATIONS,

New York 10, N. Y., Jauiry 16, 1950.
HOD. WVAl-rn1 F. (NOiUw.

C'hairan, Sena itioI'ionce Couaauttec, Sciialetee11Iua1dintg
Wi'shluipfoi 25, DA 0.

lh:AR SE.NATOR (iEoRox: Tile Fetderal Comnii o (f tilt Churcihes of Christ iII
Ameltrica, at Its execiltivt' commllittee i' ltl'iug hld ill Atlanta. (In., Dt'vt'ullir
0, 109i, adopted at restoiltiiln fiavorinug extenlsion of social security to cover lay
employees of ciurchiiis andit ntmpritill ttrgtitizttt huts.

I havc eent'i inlformed~ that your commltitteel Is 1ilohlinlg ilhrhuigs on a
lullI witivil woldt extendl tue coverage of the Soin Security Act In 1line with
the huili 11. It. tWtX), itassi' bY tile 11110118. 1 'lilt attatciug a copy itf tile state.
meat adtoplted by~t (tur executive' commilit tee 11u111 Wotuldt appreciatei yotll' haivinlg
tihis stteit'ttt reaid tInto tilt record of yoir hlearings.

Sintcerely yours,
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A Sr. lATF-UVl' (IN Tilt. EXTEKNSIOIN OFa THE) FUiAL 01i. AM ()~i A N .P Sate loia~a I NatS1,
.%Nct: Nystt IyUNi*:ai iii AmKIN i'Mt:N Ita tat iala' SocimA, 8V

4:al aliv A'r .4 Aasaa'a :aa
IIV Tilt.: Exrcua' : ('am aitrE aIt' Tilt: jFrtD:aa4. 0IN'aIrIa. air Til:t'. C1'aalaa a air

I. Thie. exe'llatira' coaitiatie tt I ts Jittiary nitlastig lit 111,15, aidatiteal the foil-
lointvag stat'aaaa'at *'a "live itiit,.a I lit' axt-ititil tat tilit aaa aiil satitia. Ili-
Saaaaae 8Xxtt'aa tao liagaklltural wrkers, alistiav servaialt'iiilalat3 ta's ofl itth-
tratllt aallit atis, titld tilt' 5HtthUVulihii0tl." Int ilit' 81111it' .9taili'lt IN 1t Slit-

vallt arertiate tt favoarling loiit'iisaii aif lilt- "lly a'aihtiuty ta" ot alilii'lit'. At tilt'

oft P'rotet"anit detaaaiuillittlonti havei gouttiltaa recodatalas tavorilog lit-t hait-llati
tit lit,% Nvatiirx of iailgaa s It tit tltus litllt-e oatiig' mtid stilt ivatat lpro Iiaaa
(if titt jara'sa' soatta sea-it-Ity sysivata. 1tha1' 4-11aaralat liv.t1111 i l l till lly tahitI still
ptort lta ist It i l reaiiai alialraaiatit ntoda lit' altiaratI tat ialt tlta iaa'-aasay a'astas."

It. sluia-a tllsa. (]ii'atreiaailit litall hti t lii' e'xtviut t a voalmtal Ita'. lbeat
t'aaiarass Iaati ati alathialta stajas (tt till hgigllat lai extatating tit-lilis ttitil
thet iat-ia-taaaIy glahiatiall

Ill. Th'va 'xit statum tit tlt-' iaataliag.. l-gliahaill Ia itlaiall' In ha lii'tlltatrlig
paaratgraphtl:

Tilera Is aaitt iuder a(taaaidaroiati ut. ay'taigrasa a ita' hl tt tiat vitlaig foir coat-
11til8airy hala'tt'4 at1 111011ti ahl-tigeand sn t aitvators liiaairaia- fair lily a'uilhaeaa' ait
iiaiatprolt airgilailail lats, inclhudinag aluhailes, butt 1wriiatt t g thle taio lilt yea tt
aw'ist air reject sartleltatita n te saystaea (if t liaiiia conttribtutions aniad laiut'-
tits fair the ailailhoyaep. TIito Houisae tit ltajra'aaiaititl vv tlis pusiaas it bilt catitailil
lng the albotatvenolatlaau'a piraoviasin. 'That Semite' hattsth ataes fair latariaga oia
Iills proposedtitl ht'laitil foir early lIn Janiuary.

Undaer tilts till] If tilt, emlaioyeir Petu tt ptarttallint' tilt% eiaalhavae watila lie
fully covered. It the emapilotyer aelaclats tat partielpata'. the emuplaoyee would re-
attivat a lower laenautlt. Itacanume oft the weighting att that fornmula oat haunaits lit
favor of thot latw-lincaaie timloaiytt. that, average empiloyee woutldl Tmoltvi solilO-
thing Itn e'xacessa tait olialt of tito full coverage.

IV. The resattution:
TA.rraforfa bae it raaaaoite. That the executive comiaittee record Itself tit favor

itt the melathod niateda aboave fotr the aixteitatan of soctal-meaurlty ItenitHi to lily
tainahat-eea of nattiartit atrguaiuittonis Inudaing the chuarchtes, feeling that thin
attlii Im In alcaorad with our resolatatot of M&48

Natw YoliK 11INIVIasTY.

New Yorka 8, N. r., Januari, 17, 1950.
11011. WVAarua r. UXWPo.

Chairman . Senate Fi~aua(onniie Co~ittra. Reat fla Ofla'a llaiaisaig.
United States~ S.mote, W"Aihbtota,. I. V~.

DUUa SzNATRo (btOROM: I nm writing to you at the reqluest of the Now York
Uaailva'riaty chuater of the American Amwication of UnlyIve ty Professors In
itlihart tt ha'giaalttato inow Itaftota tlfoitilte ae Fialico tjAtainitta'e dhesigned tao
exttti that% 8aaeil Sivurity Ati tat Int'lidoa vlalla.a'a lit iaaiiajtllit lit-al it ailit
We are he'artily lit favor of this legislation.

hetulty utenitatru alnd other emloayees (itf New Yairk Uivriti y aire' ahhIztai
iad titxpaytra. (lar tiaxesa helpt suppotart thei Sott'il iaaiaily Act Jusita au arely
as ato the taxesa ia bty Iteratn emiaplaoyeal lit btalums ia littuty. We' hiuva'
the sate problems of lprovliing for our oldl age atnd rel lremtt hat Othaer

atf Incltinlg eutplitcs of iloitllti catrpotratlirau undert the traavlslaaiiuo theia
Saocial Security Act.

I wish tit pint ti ot that athoaugh thae group ltat I represent Is thit toeihng
faculty att Now York Univerity, there are lantotg that empu~loyeesu of tis. thel
woarld'as largest universitty. mtany uatiitaahln eaiplotyees whoasue work Is lIn fields
usually inelutted uinder social siecutrity, suchas fi taaaretaa'luil waorkersa. elaviator
aiperattors, Jatnitatrial staff, guards. anad many others. Oil tha' whole thatr need
for inclusion under the tatutetts tit the. Social Secutrityv Act lIs oven greater than
Is that of thatuo of uts whoi reunder thll teaachlig function. All oft uma are at a great
diadlaavatntage lit ltutniz for rasna bltthy aiteajuato retiremuent so lang Ia wo are
excluaded frout the benefits of social security.
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Wit( Irte vo'(itditillit tlll o mtm'(l illie II Il h fii oeuly dilisisedht Ioi'irdl I II-
eltttling vlilloye tuf li11olitt tlis4tIitt ititot miel' the Soctid Security Ac't. I (to
not wish ito Iltiillse 111(11 III%- lime of your tltiHrmli commtii e fl riltst lug

somiil ikil'irmie tit yolt* litrlngZs would litt Otrabtll or liviiell'lnik. I isluiill lit'
glit(i to aijipent'., Itnd iIIn tilnthoized bly ily ti l . 'iv5 to tit) so. I ishil 14) 81t10
tilL't. i I iihim t a vast imi ity of ei ilt lves of limaijrit orlsiri t ist os. jirolmuiily

welIIixis t'Oit IfN) lieleelf. te lit fior oft livttig Itcieie mailer tih' proilslont;
oft tlt-i Social Sectirity Act. I slatli gloatl 13 iitilreilate It If t his utitltvtt'lit ('all

Wi'thi list wvishies fill the it' m 5to(if youlr efforts, I ami,

(Jhoiriniths Iopurtiit f IfiUgi' 1iuuiii

AMICAl'N 11011P l'VON03l(i ASOCIATIOiN,

114111. %%'At rvit tIrotoia.

Senatte Jffti'e liiiuliildp Wsii!)t. 1)1. V.:

A clti u ltell of the lvitili comil t t~('isit fli ici Ifo'li el~ E ctoics

tAduuaocl ittti n ~ wou t ike itit lipe 1lst litciif(ll t . lil I ii totlittil' iit- I'St11

psoliyfesournIiterest111' t'itltteilo l~itt wxosi to ile iii'1 staidtri ft lingfo

furN4 ieit I f ItiliisIyi1q5)1(tIi0 O it.iei tliettr'utreR t 1(

,e furl .%t Im ivldttal li cil ogil ilo fit. 111.500se lhi loe ile old'le
for il e lt i.4 Sit. e mid) ~ile D(istict iof (f1111111 ''Iv ' llI'll rasi'lly ili lies

ASi i Iltoieltli l ((I i tt eotto 10 st wt workght'i it rile llie CClttl3 113' tui iig Itr

will Amtitt'ttulitlit~ lyvit is ibliliLe il~~Iito II theirvtrn reord. i)flt
bes't fuvllye Ailaltoetiod ttorismcan t sitdltor ~nltli

"fie d veoliliid II(I ro otin f sitillrd li h me tIols S.lil lifeFtha. w l

for aiitnge f It It.W~k)withIts xi hAti(it cvng es'Ilvn It'E Inclding
l'1)t CoiteilMA pevio (2)eloy i~es ('il o1 ofi nluoi'dei ande of) theritu-

ttC5vi$ prevt'tn t oer's.dta ti lcSit3 fr111 ogtaa.~
Woe urge 11i3'your cmhtfii'h cofieit'tllUliI gieIlil bi~'l'l ts I't I'tiis onve

tio tin ieriu lI coverage And ibrlltlion(ffiSvtl euiyAtwl

My 1111W i sel- lui1l ltys al)slne'ltllOt.o Lnxll
Weospitul, New that C-ityomt fi'll1L IIeitimntie ato o f t. (1 001. We)i 'I~i'lllo

till tpnt ourci Golitien rthi taet Iof ae t it11 til recordAo

CilitinI''g~niv cmmtte
'I llev 1)1lttt We few e aokd to ('111ou ofl C Wtole ith p o tilat) lot-

tlesinoWe arkeadvised thaoi s ecsof for him t00 ilt wayh w'.tfr.
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I)21rti 'larly interest ed. For many yeans the American Hospital Asso-
ciation has testified in favor of'ha1ving OASI extended to the em-
pIloye-s of nonprofit hos it als. Tho Aie'rican Hospital Association
repeselits -1,01t(0 of these IiospilS. with I aboll 0 eItt'trel of I it, general I
lIspital bedls of the coint ry.

Stiator Kv.iti. Yiou rI't'eolllieii th at tovegt'e oil i o tn il lilt ol'V
basis. oil it basis ill which the ell plo'r aiid t Ie emlloyt'ie court rihiit v, b6vaplproved?

Mr. ll.\YI,*2. Yes. We hriv t eouiiut'nts o 1itki, 11iid liti posilioll
to ilk with respect io thlt exemptions, realizin1g that a great 1any
rligioi institutions have their oWi feeling., oii this SublJt ml it.
is my own opinion that practically all will collie ill aiyvwIy and pay
bot 1" t lit t'Ii)lo.'Pi' 1111d Il' nd ii jltIyt'eVS' IaIt- of it.Alhollgh hos pital O'nlllobWul',ii is so'tuilt' u| stlath hot l'int l l,

it gives i'elit saitisfaction and even inspiration, vet it dot s not Five
security ili olt llge, except perli haps in it few of tin' weltliier hospitals
of this vouillitlV.

IIt9.15, Nreahiziug 1t1111 our eulhoiull'it sitlitiotn was 2lifeh'cte, ill
that wiay, the Ameriaci I hospital Associat ion joined w'it h tlit Nat ional
Het'alth and Welfare Ret irement Association ill designinig 21 form of
pension for hospital and other nonprofit workt'S. 'l'hi, of Cour.ls,
costs Itioro than tlit' Federal social seuirit v. Ii other word,, it takes
about 8 1 ertt-b from (lit employee, antd 3 from the eniplover, as
t.ounpar'ol with a total of 3 jx-i'0'nt ill the presentt bill-in otdor to
l WOV'ide about thi sitsaO Ib'netits to thi lower paid workers, tecatuso
of acltiairial printliplhs involved atl the absence of tax fltis ts it
backgrountl.

We must lt. all times, of cours, compete with industry, and this
lack of oial-security coverage affects us gmitly in outr failure to-
Sttlire help. Those tialt are coverd (10 not. want to havei a break ill
it, and tlost that are beginning to work want to have it from the very
begining.

As I stated before, we liiv'e no position to take on o itiouil cover-
lilgo, b11t we are pleased lthat tlher, is int'lded in the bill a tattement,
t) the ettre't that aIyment of tllt employer's shiaro will il1 aIr't' tho
tax exepliltion of till' institlitll1s. "

We have one comment to make, though. Uider tlit prtsilit law. an
tmployee would not Iw eligible for ret irt'inent l ,iitIts 11nlem; lie hatl
made iontrihutiois for hiil f of tho time since 1930, or at least 10 years.
11. R. 6000 relaxed ; this rcmluireneltnt somewhat. Unde' that. bihll al
employee would be eligible for retirement benefits after contributing
to the system for a inmnuinuun of 20 quarters, or 5 yeals. Thus all
eiyloyee 61 years of age, would have to work until 60 years of ago
before obtaiung It retirement bentefiL This provision of H. R. 6000)
is not entirely fair to the older employee.

Therefore,'we strongly urge the recomnmendation of the Advisory
Council, which would treat nowly covered employees in the 1aine
wav us empilo'es wtere treated when tho systelli was stiirted ill 19316.
I nlkieve it pe'viots |eak'r unt'It ioned thnt.
This would mako our employees eligible for retirement benefits

after they had contributed for at least Six quarters, and half of tha
time after' Coverage is extended to then.
You must, be fair to thee eml lovNes who have been extludd fiont

the system through no fault of h lir ow ii.
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,Mv secondiit C'ommein't is t his: Ouir alsstilioll fa otis iluji1roviuig tilt'
pithlilissist itirt' pirgraii 11i dee tile Social S't'rirlity .Atli aI t,
Ii l't'SOltt iolt wais a1dopt t'tIlst Weekl by otil hitairil of tru1st et's wvliereiu l .

it is st ate'd that1 it is rt'rogtiized t hutt * Milie- wt'l i i' epa rtt 11vis tlt
nlow lilt tllit'llipliedt ill rarry -itig out t 1iir exist iig rt's )litltiilit v to
zisstlt't tuiiril vrrt whenl net'dtd anid not otherwise. 11%.i1 11le to rtrip)-
it-Iltls of federlly a% iided pu11lir lissist lurt', 1w thet inlattllilaft' 6iti1n1i1ti
lissislt itre of tilt: Social e'iiit v Act ait11l its rpie t a t l ataiit
Ile extendtii ill thet forml of t'ish paivivilts tot the revipient

Tlhe resolut ioul rouit jules:
It ta I tt'it ther it 1itaa 1111't i t hillei're t l thip il ti it u. 1111 t 1ut 111a

lile atigt'iiy a111ittitit lus 'tii 11is ililut lit', atilt liut' iol toit ia tu1111' f liv' liir'li . oif

Ill ortl toi Is' le ttiualit it( ofuilit'uI vri' fits plcielius (tor
atsasist I tie )ti1 it'ltts. a.is relait et to t li t i mliv~ilhum I tet' Is. it is lso
Wu'4olhiililt I ait11 its fillituttimtg Ia' atoijdislied tI ltrouigh fitnils eaill-
markedlflit- thIait pitrloisv. ruit'i'~l t1 chat tla grul algalilist th ilit ins avail -
aide1t for t'ili I pa luiviltts to itliv idiittIs.

l['Iit' fun ltt her ' v iPIs exlirosseI 1t11 11ia1t atn rov isiohi I ilta11t li ttd it'at
tat11 i or fistssist iliv ii'trti'i 1HItitI A lotuld i- ju'r11tt tlit'v iiils i o of tilt'
,ilviti tl PICI qir s osli] vt'ai 1) l. %iih . t-i'itl l' ai oOs

We alsot feel t bat at1v S"tliill funiids sluolildb liittd'o, Its to t(lie
pltltst' of toispi Pil Irt'l. to t host' Ilospi atIls wm ' tit- t v il O with I t tt
stititiirds. At tilt lilv~tlit tlit'tle. ilet t, it)fil t , If tO liHosptitatl
('titst rit-t oti Act. 11 St iltte liii tich st itutlN rIs.

hult liledit'il il rt allso ut'aills luospitil caire. Thlat is, gt'nt'ra Illintet'-
stood, bhut it is not so stittd'tl ilie will.

-Also, if it is ntot piossile taw inicludet till ilhtit'ss.soa wte rt't't itIett tihut.
liivit'tal tissistit'ie initlt lot I -t'i t'ill't' inl tlit'otiit. idistaises ot htet
t ha tihtitiiloa'is un1it iiit'ntill t Iists. It' rt'toiii't thbit btt'eitst'
tif th vlit'tostillith ex t'jitntiig Spai11 of lift, tif t~k lietgitig pliplutiolt.
W~e also fteel tilhut it sittlIle it' -ovihtud thbit tattt vtf t nblvtt'litr Itiut

alenil Aliti't -tt'ritm t'usts slioti lite t't-i'td foir inl thlit gi'eneill hospiit ails.
ls't'unst' early tligiut'sis ItIII( ti't'atilt'tit ill siit-, t'aists oftt'it lwt'vt'ts
tilt,' lottg-ttrui st lys inl tilt Stattt 11ttd othut'rlitspiitatls.

ar'no ov't'.Iti at ltpettttsottfoare wl tiepen ii it
Wett eli ev Ituto etilt' atul wella ittttn ote iit vitiugta

of tit' Crtoss clils. tutu itot on te slttit it o islislil it u tltt' hliofl
pro th fuepivttt'n tlIIti 'iiuililer thit'ibui ilion of fttiit'oilng to th

1111wr 'upti irolni oft it' oiii'ioptits ol Stit. lilt illit iii Ctitl rtt'titin
tht its tit de i ilt u th ila- orst tiit vtire stl isfa tl~i'il its yo

Ilsithe its. of coulst'. tit ivt Itoilt' otlt' 'tlimttilW lhtut
iTrihrit'o waysne titst' t it t'ltatt'itll geniull tit i oil hich I in iiratt

tonptitl lilnaWicth illud"t' tii'i' t 1glivils tod Is t Itte litt
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killd lite NO 1hM it greM mally people Nvill alwilvs lvt% itillt%
it) take varo it( themskilves it% I illik's (if illll iss. there will alwavt Vellittill
st )1110 (tit- W I lot I I I I lit wtil fit tv fie I ItIvi I I It, I I Is wi I I I I tive to va kv. I i has livell
oill. experivilve that these welfilre tivillivillit'lits ill 11val.1%, till tho 'Slikies

have bev.1 6ther 111111111t, or lillwillilig tit llvl ill IIIJil. viliv. 'I'llev
Ilaye Ilot had tht% filled, (of. tile 1110st 11 It UL v Itolievo that Illider
this hill this. Federld st illm lilt ioll will brilig allout it betto. lot-111 alld
St 11(v overall loll of Nvel (I Irv fillids (tit- I Ilk, cark, (if sick people.

T! , All N (Illestiollst

Stmator Kerr I

Thallk voll verv 1111101. sir.

Wo will illstwl *voIll. (kill stillellivilt ill Iho record lit this point.

t'I'lle still vilivill, referred to is it. follows:)

SuAlcmi,"ir tir Am% It. ILms. Otmilm %,4. 011-m-11 tv.N 4.ovvl;%x1k x 1, Ht.1
AMNIttVAN 110SVIVAL ANSth-tUltoi, tic It, It. 6WO tAmk \11\lk xIs tit lilt
Smi'm I y At.11

For flit, nvord. my imitw 1-4 joll1k IIII.V4-H. I Wit S11114'rilitOlltiOlt tit IA-110\ Itill

11%)sIdlitI. New Ytirk VIIv. itittl it plist lirt-Ailt-111 itlitt Irti-ittv lit lilt, Allwlivall
llosplint AsmK-11111till. I aut presently clitilrimm %if 11,4 voittivil tm t1overmitem
relittimm. I atillwar livittre ytill (lit 14,111111' tit lIkv Aillerli-1111 flospitill Assilt-littimi.
whisst, 4.(Xkl Iwallinthitial meliditirs Itivintle lipprAIX111kately fill, Iii-rcelit tit the
Item-ral Itti4plutt WiN of flits Nallmi.

The Attivrivatit litispilid Assoclatioll 1-4 vollivrlit'd w1th t\\.tw 11%livi-ts tit ille 11111
lltlw IwAirti yon. (1) Ftir 1111ttly \vars We Ili%\%- litwn urging the 01tigre%,; tit
vMvIld flit% %till time nutl sllr\l\,twA III-411rill1tv Itnivish,114 tit the Stwhil Smurily Act

tit etiver employtvs tit notilmillt lit"4141111s. (2) AIM 14111tv hospItION live sit Otmoly

1,011VAT1104.1 Willi Ill-AIVI(Illia VAN lit I%,rsmt,4 lit twed, We (imir Imlirtiveikittit tit flit-

ItrAllirtlikks thrimllit Ow priMsIon tit medleatt &%tilt hospital vare

lit lissistlillett rAvIplents.

%1111-Ailt ANJI HVRVlVt4t14 INNUMANCt'.

We tin, mikitig the finitection tit old tige mid mirviytir-4 Ilimirmitv for Imire Ilitm
400,11M Aill-tlult% cluphlyi-4.24 tit Imillmillt ImmIllitils lit this ivkllllry

Tlwm fire tilt% livople Wim 11"Mile vein, tit umst tit mir villsetiq who bitter

hoslititills. In M S. lutmo Illnu 110.111110AX) 1%,illile mittiv thim 10 Iwn-Amil tit tivir
Imptilittlim) were itilittIttvAl tit litisplialls. Of Owse. 111tire 1111111 10,1XI001t) wert,
admitted tit flit% vOntitury tir imulinwill litispilitis. Thus. wheti tille gov4 lit it 1111,4.
p1till. Ow 011111tva tin,- thlit lit, tit a nimpnillt litisplial. lit kA- vared for
by emplityeem Willi havii no "Mal mvrity.

Thme volnut1kry hitsplials. I night aild, 111V WilitVIN-41 U1110119 milillintittles fill

liennim flit,, vimutcy. lNuxlkly a thttimind tit them tin, litisliltitig .
libullt twil thmillalld are Imillinitit tvninmulty hosplials. The vtilmilary lmsplIM-4
varry Ow limPr pul tit flit, litinhiii tit mlittri-h-rill, Itellte Iltispillik (,tin, Ili 1111m
vollittry. lint wt% 410 litit Wish Ip lilliom the 1111111Y gxid elty lillit (411111ty 11tv-41111111s
thut Well linivitle Rhort-terin, itentit van%, Tilt%-.%% timittilitins tin% tumally maiii-
Itilned Ity livetil Wivernimmitt lit h-Avollitill 41t Illtily oblIgittitill lit fhe sick limir
tit Ili%% tvinnimilty. OASI Is denlixt tit vitiplisytv-4 tit lbeqt, tiuvaltiplitirled hisillit
t1tins. tim. mid wit fir%,, IvItmisvil tit stv that Il. It. lux%, pnilkwem tit rellit4ly Ild"A
mitnatim 111thmith voluntary voulmets Willi SlaW amd Itivitt wivvritmems.

Thit qualify tit tivoliltid van, ilt1wiltIA Vtlfy 11111VII till tilt% 411141 plilt-Ij ntly
tit tile lit'spital vluplitytv. We tin' vollAmilly faved Willi tile 11niblem tit provitillim
mir employetv attractive, wlitilesimitt wtirklug vintilithms. Ittid itiviistitv it(
sseenrity. Bill. litispittill vlnItlt1Vm8 emi't got tild-ago twuplitq nml%%r svii-Ittl -wenrity.
They fill%, even Imw flit% tvittNtIts they have eartivil lit Mher Ity goltig
Into biwpitall wtirk.

Wit IWIleve littsidlaill lmvi twen suvevstatnt lit providitig ouvilent wtirkitig
ixindithms ttir emplitpvs, Ihmplifil employment Is spenn, mid stable. Therv
114 lit) peastillifil unt'lliplilyment. Ftir flit% ii;ilst I"Irt. 110mliltill Wtirk 19 lilellsillit
find gralitylult. Theni Is a Rival twitse tit aWtit tielua part lit tin
( rSantunt6ii that vartis tim slek jwqlIt% *%N% Inkilives lit IftwIlliall
mirk muke Its rvwnrita ittit tinIly mattlOyIng but even inspiring. Otir rmiks lucluiWI
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Sho'ttild t'il'r htosplitl workers, living dt'iotti' their livesi to charity. li', i'
14'ittlettnot ltithrlty lit their old tgt'Y

Wheit them' pltet iitelt lilt- emtt ot the roadil cati ei ittt litter carry flit%' lint-

systutl i'ti ofltr ito workers t other ImIlti f'uu. 'f'lut. t' b~tto wortkters shloli lip
poii'eil. It ottly tas it litilial i'waitl fotr their mantiy yteartit of riv iu~tit o tittey

lIn it imttmiitltrli ,ietiltiiioii.

Altmigh wi' have liveitil n ectiril for mitany. mntiy yearits tirgilig flit% f'otgi's
ito i'\eiit old Iime 1111d strvlors iistirmttv tot itiprotit luospitial empfltoyees. we'

tit our' iwii. lit 1111.it a etittiitt of thi' Amierleitit Ifosiltl AwuoitiiIon amidtei

Nutl htitil l IIilth Iitti Welfatre ltt'llrt'ittent. Astitihu it( New Yortk wltleli tro-

Itutul is( tis liei. Ily tills iuteatti we ittvi' itttti It jxssilet for 5011' utispiilit to

tolteitir iiiilitytee i ttrt li bold lige $trtug t'it chlv ofI Ct ititto yteuuiut

Ilwt't iitit lohitt I wil eli tit ltittrs. te mit nil ofice' Ili atltion Heitht

titis Welfi re ft'tvitt ittAssoiio Itt k ttt'itha iopitle troud indtrt sIt titi
tlt have' theIrii tti t proltt'Ivt'tt.\ it%, ittittlied wtirii fit t! itt y 3 iteit!ittle
fl it ilttv'tttttit NO.rtheaitiona u hi llit wftlel Wtir e Itliller fit protra lIsett

Asigtteit ts ii iitft'ttttttli its isosh tilt'l f1t'11 illii thei expetation tat ttrtt

Iitlioi' atu sttrvfttr istirtt'tt i! At.iteott'itily wil wotrk tottttther.t

T1heo Ant'upit lftttttfl 011111%t'titlitut artei'it itvil Itufitit f lotitl-11 q~tiiilti o
tilfitit3 t'ttve'rti' fu tt ijirotit Iwixtit imu fli vmpltrt'ftid l th e ttrit itt thit'
rthe eloyeti roi. Ititis owe tirt' arlyttrept-i it iiutelittitttt, itiiur lti' rtosttlolt

Itt.st lui'itil .Iit'ttt lyittitti'ht itttttttt fx o ur Iitm g mllit''rit ttt . If lit ltaterthitt
the! flitttitt14f1111t ill ittill titivi'l vitr fttritt et' itp lieIs ot itt~leti iti e nt l t-
of titltiflitlt luj~lut it pro ooat mut he hattedio A t iltvt nd.aturill pitiitftreth
Sttit.tltt ltilt' itt's itr ithut liltetit ('tutiveiit rott''f . flit% fhui' tti l rigit% N ti

hutlil utki W'ei' fa e t lei' nit Asilt-Ituio l m~'ius it tl'iiiit, r itig luutt tlm

trIlifitt:tat 14t. i't ltfits of iti'sttpttfm t cliiiiit Jointt itit 3* tieli'th 11bye

hAttlIeavettt alretatdty poitt it miterl. fit itisft prait tt fi)elni iill
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ELIbIBILITY WQUIREMENTB

It is not enough to extend old-age and aurvlvo'rs' insurance coverage to em-
ployets of nonprofit hospitals unless the law is also adjusted so that they may
become eligible for benefits within at reasonable time. Under present law, an
employee would not be eligible for retirement benefits unless he had made contri-
butions for halJ of the time since 1936, or at least 10 years. H. It. 0000 hai
relaxed this requirement somewhat. Under H. lt. 6000 an employee would be
eligible for retirement benefits after contributing to the system for a minimum of
20 quarters or 5 years. Thus, an employee (i1 years of age would have it) work
until age 6W before obtaining a retirement benefit. This provision of 11. It. 600
is not entirely fair to the oluer employee.

We strongly urge the recommendation of the Advisory Council which would
treat newly covered employees in tihe same way as erlrmloyet-s were treated wien
the system was started in 1930. This would make our employees eligible for
retirement benefits after they had contributed for at least six quarters and a
half of the time after coverage is extended to them. You must be fair to these
employees who have been excluded from the system through no fault of their own.

APPENDIX MATERIAL

Appendix A attached to this statement gives the record of the official position of
time American Hospital Association with respect to old-age and survivors, inI-
surance. You will note that we have urged extension of OASI coverage for
many years.

Appendix B contains representative comments from individual hospitals in
various parts of the country taken from letters which have been written to us
and to Members of Congress.

On behalf of the hospitals of the Nation, we respectfully urge you, gentlemen,
to take action on this important matter as speedily as possible. Action on social
security has been under study for many years. We know that it has been given
most careful consideration. We have been concerned about it, too, and for the
last 9 years we have been urging Cjongress to provide this coverage for our
employees. You may be assured that the hospitals in your own community will
be grateful to you for this needed protection to their employees, all of whom
stand ready to serve you when you need care.

PUBLIC ASSISTANCE

The American Hospital Association is also interested In the proposals to a-
prove the public assistance program under tile Social Security Act. We have
a number of specific suggestions with respect to making it possible for these
people to receive medical and hospital care when they need it In niany ways
the present act is inadequate as I am sure you realize.

Our board of trustees met in Chicago last week, February 8 and 0. At that
meeting the hoard approved the following statement:

"It is recognized that public welfare departments tire now handicapped In
carrying out their existing responsibility to assure medical care,' when needed
and not otherwise available, to recipients of federally aided public assistance
by tile Inadequate financial provisions of the Social Security Act and its require-
ment that all aid be extended in the form of cash payments to the recipient. It
Is therefore recommended that the latter restriction be eliminated ani that tile
agency administering assistance he authorized to finance the purchase of medical
care in behalf of assistance recipients. In order to assure the quality of medical
care thus purchased for assistance recipients and relate it to their individual
needs, It alsq recommended that Its financing be accomplished through funds
earmarked for that purpose rather than charged against the funds available
for cash payments to Individuals. The further view is expressed that any
provision to finance medical care for assistance recipients should permit the
administration of the medical aspects of such care by public health departments
and that such arrangements should have the support of these six organizations."

Therefore,,it may be said that we favor (1) the amendment which would
authorize State agencies to purchase medical and hospital care for recipients
of public assistance. Many of the agencies would prefer to do this but are

Wherever the term "medical care" is used In this statement, It is understood to include
dental, nursing, hospital, and other health care as well as physkians' services.



SOCIAL SECURITY REVISION 1077

prevented by tie reqluirements of the Federal act. As it result. recipients of
public assistance have too often failed to obtain needed hospital and medical

care.
We also favor (2) the provision of special funds for medical and hospital

care, lit addition to public assistance. Vhen we testliled before the House Ways
and Meanms t'omnniittee wie supported the proposal that the Federal Government
should share lit assistance up to an average of $6 per month per adult recipient
and $3 per month for cldihlren.

In that testimony we expressed an opinion that an average of $6 per month
might be adequate for those already on relief rolls; but we pointed out that if
relief agencies desired to provide iueical are only to l'rsons not otherwise
receiving assistance, $t per months would not go very far. However, we strongly
urgt that the Federal Governnment make at least some start toward encouraging
States atnd local comultti itles to provide properly for nedlcal and hospital care
for persons unable to pay for it.

We further recommend (3) that lit the administration of this program with
respect to medical and hospital care, the bill should permit State welfare agencies
to enlist the cooperation of State health departntents which have experience in
health matters. State health departinits Ive lad experience lit purchasing
hospital care for groups of persons under such public programs Its crippled
children. E,1IC. and others. Adequate, understanding of the problems involved
In the tadministration of health care is essent ial to su'cess. We feel that welfare
departments should be urged to enlist and utilio information ltand assistance from
such other departments within the States as have had working knowledge of
hospital and medical problems.

|tOSPIT'AL CARE SllOULID UN INCLUDED

We strongly urge (4) a requirenit that the State agency should limit its
purchase of hospital care to hospitals which comply with standards established
by tiat' State for ill hospitals it respeetive of owner. hip and control of the institu-
lion. The American llosidtal Asociation has recouinleuded for %ears that State
governments should establish mtinimtum standards of hospital maintenance and
operation, and that these standards should be effective as to hospitals. Thirty-
four States have hospital licensing laws which estaldish such standards.

In defining medical care to be provided to public assistance recipients we have
noted that the word "hospital" does not appear. Although in a general sense tile
termn "medical care" anti "hospital care" are not clearly distinguished, we urge
(5) that the definition of medical assistance be clarifled so as to specifically

include hospital service. By this clarleation we believe possible confusion may
be avoided.
Il the proposal introduced In the House there was a provision for hospital

care which excluded care for mental cases and tubercuosis. We believe there
should be no such exclusion. Yet we realize that this inay be impossible lit the
present tinie because of the cost. The only defense for such exclusion would be
that the States have assumed this responsibility, although it may be argued that
the adequacy of care provided it these types of htospitalization in many places
leaves nmah to be desired. If it is not possible to include all types of illness.
wt recommend (6) that the definition of medical assistance should include
long-term care for patients suffering from chronic diseases other than tuber-
culosis and inental Illness. In an aging population chronic care is becoming an
ever increasing problem which must bt met by society.
]But we would further like to point out to you that modern medical science

reconmends the diagnosis and early treatment of mental Illnesses nad tubercu-
losis lit short-tera general hospitals. Short-term hospitalization has been
found to be effective as a curative or preventive measure li many such cases.
It is believed that when such cases are transferred to domiciliary institutions
for a long period of Illness at Government expense, intensive treatment lit a
short-term general hospital might lead to much earlier andi more frequent cure.
Therefore, we recommend (7) that in defining medical and hospital care to bie
provided under this act, care of mental and tuberculosis cases in short-term
hospitals should be included.

We recommend (8) that the definition of medical and hospital assistance
should permit the payment of subscription charges In prepayment plans for
hospital anti medical care. We hope that some of the States will experiment
with the prepayment principle and develop it as a usable means of assuring those
persons who receive care at Government expense that they are not subjected to an
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inferior quality oit tit'raseo tlteir relilet stat ii. We Ivoeleve tat Ite servivos
tfitt 1, rs 11te 1d an tI 810d ldlul ytUtVenlt Ilatta ali4110111d tllin10 '104 111 lirtVilg
Ihe jitoptr tttrtttonkof niettival ati litipitt rte tit reltof ret-iptetita. 1'It
PrOP1-ltaytnet 1tlaUS hltiVe helped 111111Y tif our Vititels tII bp self ditepentt In tites
tit iltnt'.'oa wvuile'thy utd1ght ott 'rwis' have hall it, ask fotr relief, We bliieve Iht'y
call luerforutia t'onsiult IahleN service tit lds irogtnn.

As a hitter oftit thet AIIA t'ellvve4 Mhat tilt volitntary health treee plans
ranl Ile lltte by (ioveittuet (in mt,4tlng its fttlaitattt oliligattoit for ltu cart,
ofit pertitus table tot provide foir themselves. A itopostil tit do ltis hztts brett
tittodu'eul tit thet present Couigress by 'tutitors 11111. Oi'or, Witlhers. Atkett, atuti
Morse. 'This Is thte voltauttitry Ita'ali It urtte bill. I.A. I IIt. wve Ite All A
st rA1n11l stipru. We bttvu that It offers at tire% satisfartory tueluot oit
provitding raire to Itersonis til tettef thain toes It. It, 4ttAW. %Wil thet AttA stip.
piortst tin' lirelotut tif It. It, tXXXI within recarul tit inurirat anti Iosulittl Viaro (tit,
relioe .. 's, we% strongly urge thet proistons of( thlt vollntt-y litrithl twutstut'katr
11ill as at preferable tt 'ittil tif rlu~ig vtrr tit liersotis natili tot paly for it.

The Atuerleun I ospittl Assuritlat ton- as en ot% rtvordt nitty t lis tit fvor
tit (it) at varialble tt r [tilt I b it of ,dsert'ttm& fnisatmotkz Me snates turrordliti, tit
per rapita tnetime. witelt 1it a retlesntito ekuitotale llveti. I'tueve Is Ilk) tituestiotl
b111t that the utnuet neett Is cloat'ly frt greater tit Slates wiclelt ht u low iteotni1'.
ite hospial sttrve'N and Conlstrtitt nAvt volt aitis at variatle guittit lio stoit

ithat has *wo'ku'tl ont very stltutorily. We thitik It Is at good pretvisttt it)
follow fIn the tltrilttton of pottlite tssistinr. 'let' ens ttt jnt tttitt'll
for varying t~to itittnont tif lFeutrat a-tiishttri IIItvop1orlttetu tot tilt tied for it.

InI clositig. I would like tot tremnttd yetu that tiospiita a tit every comtitaty utri
failed ttiain to lirovtte u'aro tot 1illltr wvlio ratnt paty for It. We tirlrv tilt,&
Is title of tilt, most pre'ssing Ilitlets i1011 0410tss11t'1Y tothay.-i'rov talon for cre to tilt he por is %tit-' oft(h titt ost atilliilt lrottetni ofti t als.
There' Is no ttagtr tMat enait's atty to'.piial tot Vatn for thue Ilo ittont rest.
F.ood, drt'ugs. littts, oQttllititettt ttttst be' tilttt't'has. 8u4tlai-ts lutis-t bN% lattu to
Pinployeett In1 sltort-te'Inl httsplitala there art' tistitally twive as miaty eniployees4
ats thore tire patients. itosittttl ratre rests tuonu'y.

Hospitals nre nuerehy ittstrtttents oft sortety. i18tety his ail otiligrutton to
rare for those who ture nott able to cre for titeunelves. Tits ol'ligthm lt ittst.
bet Ulet tit u'the tito twot ways: il I volutttry rhtarily. or (2) general taxaiton.

l'ltero Is it thirdu waly. tbtr lItc Crow-' 1il1tt1s, ortgtnaltly sixiliqtreAl by Ille
Aink'rlrutu Ilibutal As'ativrttto. have ititleiu It t'aster fir tilt' tivtrage elI iren ito
protect hltttsulf and is fatuity ttgatittst thte Pitergenvy rests oft hospital Illntess.
i'hk% voluntary prepaviat'ut plans have tttittl It lvi-sitthr for millions tit ottt' et-

izeno to prepay the coat o htospital caret where they woud otherwise have hand
to uepttlt voluntary rlnitty or goverittuental nsitasttaee. fie little t't'oa
lains have lifted tuillions oft inhtviull~t %lit Of Ittuligeutey atnd 1111tbtule the'tt ito
bie self-rellant ittud solf~lepeuuhent.

Wo believe that If the Fedteral (lovoruuet ran sheiw Its iterest In miltking
ayallublo medical andh hospital care to the nkxedy through at Sitet tusisititr' lIrO-
gram.l It Will 81t1"1tt110t0 the1P tttusin the tlevelopulettt f ate progratnit. 0in
the ttaiR tif ottr apoeie tit the adtninitalton oft liteatit seryVies. WIN rat
teetify wholeltearteully ithat tit most oft tilt%' NIatets atelt sitntdtttionl Is badly
tutid. Therefore, we stretigly cttorse the proposals Whirhlitive blevtu ttntu
to strengthen the public aa"istance prol,'rain by tuatkttg nediral atnd Itospitnt
vitre more easily available to recipients of ttsistat u tiulr tON art.

AIraPZNM A
AUVRIOAN UIIO TAL A&SIM~ATION 1'ORtTO?4

The rwcrds of the Ametrvan IHospItal Association shtow that tts fttr btl as
February IWO41 our board oft truuatte tlrPrul the elitninat4tiOn (t the "OK0enuptioul Of
services performed In the employ of nionprotlt. rilgious, chttrltuble, or edttir-
titutl orgtuluittions from the coverageo %inler kilu ago aul survivors' litutrir ."

A year later, in February 1141, our tbotard i of rtstees took utetion to etidors
the provisions of Senator Walsh's bill, S. (1, to extend the li'ederal oldti anitd
suirvlirs' itusuIAttr tt to cetain t'mployetis of rt'ligiotim andutlritrliatle orgiit-
stitious, Oxitptignlty tttt'iuutere of thea tultilitry titt regttlitr t' it- tteu tito rvil.
Itlott Order.I

Later, In Nowtmber 1141, outr board Of trustees voteul that the Atuvricat lbos-
liil ttg Askition should reaffirmn its endoreement of the Preeiliti's laun to
inell)(he eMplilole Of hosptItas uttler the old-go rkiroetutt plutO tit the iSorat
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t 'ltrlty Act bitt tnot etnldorsm ltclston of Io.i'pitals 1lder ttt111Vmpylltt benltielts
11 slnlli'|h 11s hosplitale do tiot Ive aill IIII ployuItnct problem.

Again. in 11It, tMe toard of trustee of lht% AIrican Ilospltal Association
it restollittllO to endorse 11. It. 1112 Inoit'iotleed iln Cotigress by Itepresental-

Ilit' i)osWn% of 0'etutlectiltl, Which .tenldiIA tiI' ol-.lge tlell'ltts Of tll,' a't tO bos-ita I emllloyee .

lit 1144 and 10,4 a s l pIll pen 1slon committee to the American Hospital As-
Soatioll imiai i tudy of tlitt llmitlit sita iItin aid relomnmenled that th% Amlericall
Ilospillat .,ssoellt Ioll should 11d atii ly so.nJ11sor til' e'stat'llshnlltit otit Itatioll
ri'tiremnt plan aiaillalldet till hospitals. tlrge atd small., wherein the entire
emptuiusis iii lhicis on retirement t'eetlt.
The ,o11inttee Ig , e 1i Iht every hospital shihol have some delnite, syste-

mt itl' ir emt, t program for Its employees of suich n iture tt li It will take
lilt' plt itf Social Neeltrity Ioltitillig fit' ret'IvIl ti the exemption tild will. on iti
itiodititd baIS1,;. Serve to %tplillmllelnt those blelteilts as- ill when hospital em-
ilioytts ire covered. At ih, samei time the conmimlttie reciniomendled that tle
Asso'ilatioll timold ,o1ti1i o i to favor ti

l
e t-elmnill ti til- c 1ititil wlieh dis-

trittiniates aal Intlli itvtllov csi. t imllitilt hopI'al' h
ltm :"arehli~a 116ast i'mvsiiiett StIYlA-r appt'areti tIt'foret'ilet' Wayq anld Mens

t'tolillltte of tiht' Ilotlse of hltersentatives and Oil behalf of the Atericant
111s111at110 Asso'iatioll iur;Z4ged t he val tit O \tllml|lit tn of tioliprolit Ilistitultlios
frolmt lit,0SI pr oli.\i1isioi5m. in W-17 our loleti of delegates igaIll took acitiot.
atldolig fihe following resolute ion

"Whereas tihe Itum.e of delegates of the American hospital Association in
('hicaglo, it ll i dtlopted ia rn solltllloll that hospital epll iloyees should Ihx Included
in% tle coverage of!io'lal Security billetits, and that the eelliptlon of luonpiltot
hosliltl sholld t l-r-fore |(v tie retuoveil for tald-ge leelits only ; ani

"Whereas Vr. Donaild V. Sittelxm'r. plast lrmsilet of the American Hospital
A&socitiOln. estitlt-d eore the Ways and Me ni ceuliittee fIt ti ou 1s.e of
titpreselttlives i1n siuptwrt of legilative action which would remove the exenip-

tiotll an11d
"Whereas hills iive been IttroAl ud in the present Congress to provide for

varois ateninmetils antd revislimo of the Social Security Act, including irolxie ls
wihhh Wiltd giv' eillo' evs of 11t1tilonptI ItIospials old-age llitl snrvi iors li-
suiratit-e enietlts: and

,lterm'as (Iolgrez.s las taken no action toward the atendtuent Of the Social
Security Act. although It has bween repeatedly ptitioned to do so; antd

"Wherews nouprotlt hoslpiltals aret at a1 di dvaita e l un e their employees
r, dellid the beleilts of old-age and s trviver' Insurance wider tflie tocial

Security Act : Therefore. i, It
"H'asohl't'd. Tlhat hospital emtployes should lie Itcluded li1 tle coverage of soclal

seen1rity lletllIs. an11d that the exelUption of 1ionlprotlt hospitals should, therefore.
ie retuoveil for old-age ,1etlits only ; and further le it

"I''silt'iri. 'illt the ophies of titll resolution lie selt to every 'Member of
Congrv, s to uirgx% tlit action le taken to give enplopys of ionpro lit hospitals time
%antle l'nellts atnd irotection, with regoard to old-age anid survivors' insurane,
ns Is give1t to etnplyeei lin other tyvs of employment,"

Alrwmt It

Many hospitals have writtelt to tlie t erlea1 Hospital Asstovntlont atnd to
the'r respective vutigrsso iial representatives %irgiii1 the extension of old-ago
amid survivor "w&itiratice t eiulooyes kit llollprotlt litlituii ntis. Itere are a few
excerlts from tlse many letters :

"As ii lumspitail administrator I would like to state that I feel that employees of
mo1iprolt hospitals should be Itleludedm in tli old-age and survivors' provisions of
flte Social Security Act. This Is onte questliol often asked when we are employ-
Ing new pirsoimiel ; m etlially atinUg lay lersonmel. Certaluy nurses should
b Inclded under these irovision1,,,

' 
tNnisvwadox, Va,)

"We aret*- otmeertnml because our eunplt'yee.s have nto provisions under time act ast
they reach tho age of retirenentt. Tis tetds to fore the wore desirable per-
sonnel to other employment, to the detriment of the sick and Injured of tme

n1tmum ity, as w\'ell as to the hospital." ~latnt tsburg, N.Y.)
"The employeesmti ofuprotit organizations are not covered by either Federal

or State social security. Ileeauso- of this condition, hospitals and oitier non-
proflt orgauit11 tons are lndihng It Increasingly wore diMcult to secure good
oeuployew%" (tun Jose, Calif.)
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"I am an old.tnlter-nearly 25 years Ii hospital work. I belive thit III con-
sidering this question we should be grouid with tiusliness concerns aitd tin
distlneullon made beuallse of oulr type of work. Ilowever, there is (i- lv.s blinee
of lack of work in tile hospital field than in ordinary business. bFor thi reason,
uneniploytent Insurancet retluirelaents for us i a debatable Item," (W\'oot lteket,
it. 1.)

"I alt writing it distress. We have at present some of the older employees
who will, naturally, sion be lnicatcateil. There Is no loverlantet lrovisloit
itale for thema," (Atlanta, (Ia.)

"This hospItal liet 1615 enjiployees. at surirising unid er of whomlI have laeea
in our employ for tilte last 15 or 20 years. Roe of these people aire getting
close to tile reireatient age and we have Iothlilg to offer then aind they ito
atot have a prosplc.t of blilg aitle to live tiff at ery large amouan tit o tif¥viaags.
At the present time we already have onte persoti who has lveit am our emlpoy
for 3715 t t)wo is still di atwilig her full salhary as at sealmstress although slit
is laardly aitle to ito atny work tit all . in effect we are l ay! :l he" at li1,-!o11. There
tare several otherit for wholt we llty hi' to faice iltllt 0 'ista.t wltllli l tie
next 5 years." (Philladelphalh, Pa.)

"At tle present litae there atre anly a very few hospitals that arte tlaalllally
able to set up a retiremet or old-age larairfit jilama1 for their employees to coalmptaare
with what there are it atil lnrie Inhlstrihe ald iost hospitals call offer their
elniiloytes lio Iellitis of this typ e what's ever." (Newton, Kins.)

.Wu 6eel IIost strolagly that the raaiploayees tit oUr orgalaltlnaoln should latme the
Federal coverage whih is available to etnployete' elsewhere. 'rhe aiait and
W0ll1ell haieVOllleit Ie(iAed I s others anad evta thltough they may bie working
fo it noaproflit orgaaizatlon they nevertheless. atre entittled to whatever prohte

-

tioti Is avatlable for their oil age." (Bronx. N. Y.)
"Wih other hospitals througholut the nlitel S itese we are Ilaaving dihllilty

lt securing nad retailing cillelent ealloyee. to cart for lit* sek Ili our institu-
tion. If we aire to get the ibest i , salble rare for our citizens. It Is necessary to
attract atnd to have comlietent help tall our staff. Too oftem tile hospital lIost
out on prospective lersoitel t ase we tare tint Iaiilde lit sorlal-setarity
betnetlts." (Norwalk, Conn.)

The(l!.\lM.\. 1Wo will also insert ill the record tile stittellelit Sub-
itted by Mr. J. Harold Stewart. president of the Anterican Institute

of Accountants. The letter is self-explanatory and states the position
of the American Institute of Accountants with refennce to th iteliu-
.ion of accountants in 11. R. 6000.

(The letter referred to is as follows:)
Amitivm% Iss riruTr or Avcou.Nr.%Ns.

N' York 16, N, Y,. Patbruaay 10, 1950.
Hon. WvAT.TER E' Gso oZ,

Bel&ato Fllance CoP1l1aitce. lalathallptoa, D. 0.
MY D.AR Sa,VIoa tItorato:: Section 11141 (c) (5) of it. It. X100. now lnder con-

sideratIon by your colnlaittee, would exeludae from tile delltilon of self-employ-
inat I otne under the Social Security Act Inromie derived fron "The plerforit-
auce of service by ail individual Ili tilt% exorcise of his profession is a lhtysician,
lawyer," etc.

After a canvass of the views ot the metmbershilp. that' executive committee of
tile Amerleau Institute of Aecountaints has decided against making at reiluest
to your conaittee to amend thls section so that certified pubhil accounitants
would also be excluded from artlelpatlon.

However, the inemnbers feel very strongly tMat failure to list them with the
certain other professional groups which are excluded should not I*% cotstrited as
atay reflection on their own profemaslonal status. We have notid that ienthers of
several other recogatired professions, sutch ts reliteets, pharuntelsts, and teach-
ers (other than Government employees), will be covered under tie act If the
section is enacted in the form approved by tlje House of Iteplsentatives, and we
conclude that coverage or noncoverage has tao bearing ott the Vongre'ss' views
as to what Is or Is not a profession.

Ott the apumptlon that Inclusion or exclusion of the various self-employed
groups Is not Intended to have any bearing on professional status, we have with-
drawn our request to be heard by your conkultttee. We reslectfully request that
this letter be made a part of the record of the current hearings on H. . 6000.

Yours very;truly,
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t'I' (.lue.1 .n. ''ht, colnlnihtte will recesq at this tile, until --:;It)
this a fternlooii.

(WVheleUpolln. at 12:; 10 1p. Ili., a1 riceSs was taken uti2l 2:30 p. Ini.,
this ,lilll, day.)

A.\TEIt00N SESSION

Thie ('II.\II .\. ThTe colnliiittee will collte to order. At this time
th t, onuittee will lie pleased to hear from Miss Isabel Epley.

STATEMENT OF MISS ISABEL EPLEY, PRESIDENT, PENNSYLVANIA
STATE EDUCATION ASSOCIATION, HARRISBURG, PA.

Miss El'i.v. Mr. ('lairal 1 and mellers of tilt connnittee, 1 am1
Isabt'l Iley. a teacher ill tht Ilerron hlill .1unior light School. Pitts-
burgh, a iid president of tlit' Ptnmisylvaiia State Education Associa -
Iion, Ilarrisburg. Pa. As president of I lie Pelnnsyallia St late Educa-iot Assotiat ion I it'pr&'sellt a nenlbership of ,3,00ti school eliiplovees

of tlilt ('olnlmonwealhi who aire cov'retd 'by a Stilte public school e\m-
Iploy've"s retiremtnt systeln. I voie\, nv vigorous opposition to tlho
pr;visionl of II. . 43000 which aight mn'ke possible ti he subst it ult iou of
social security for the teacl-ers of etnisYlvania instead of their 1 uhlie
s-hool elnlploees' retirenit'nt systt'm which was testalblished by law in
1911.

The point of view I preselit is based oa unannilous action of 6.10
delegates represeltnlug lu' ,ri3,00) elbillbers who il delegate a1sselbly
on l)eemnbt,r 28, 19-19, expressed lhtir ipositioi in these words:

We uploste lilly lttetllp by tilt- C'ollgress to li'sorb olur presemit rettrenmelnt
system by broaenitg the stop' of F,'ederal s .il security.

It should be nloted that this action relates to prosIective as well as
present .niemibenr of our system. It is my contention that the provi-
sions of It. R. t000, section I C218. lines 26-22. inclusive, page 80, and
section "218 (6) (d) lies 10 to 17, inclusive, piges 82 and 83, would
result ultimately in the act ion which our association has unanimously
opposed. Ou' assotintion does not oppose tit extension of tlite benefits
of social security to large i11linbllers- of oill population including public
empyloees who are not otherwise covered by State or local retetit nt
legislation. We do voice our opposition, however, most emphatically
to the provision of It. R. 6000 referred to above which would tend to
ecoturago the encroachment of social security upon our system.

It. has'leeni held by the Department of JIustice of the Conumon-
wealth of ilensvl'anlia and by the supreme court. of the Common-
wealth that, upon the establishment of our retirement system and the
acceptance on the part of the State of inembership and contributions
from public-school ellployees, there, was established a Contractual
relationship binding ullopoboth parties. li formal opinion No. 553,
October 30, 1946, tile attorney general of the Commnonwealth stated:

School teahers and employees of tile various school districts throughout the
(tmmomunweatlth enter service under tu define contract. 'art of that contract
Ii. the law of tio Volnummollwealth with reference to their Joining tile shool
employees' retirement system.

We object, therefore, to any Federal legislation which would pre-
sume to make it lawful for the State to promote or enter into com-
pacts and agreements with the social security agencies ini contradiction

Iasi
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to titi voflt t'attttttl statois stdisit'tl by olir rtirttttt't towN wit'h hitls
1118o 1i illii rest'nvo ilitv'stittt'ots it of .1 ime 3o, 19)49, (if $t2.~~l:8
anid which would stvito to maike' it possible' for' tw~o-titis (if tittist

Ilu allorogito th to titts i f tto onit-Iid Vtinig against

It is b'ood toy ithitity totoo, (o vonl I t, atixit' vofottt: tnoinhtrs.
It liam t't'ti'lttd t it poit wtttt't oi lott.ill twolltd'ii tlltdito
tt itveltttu't ill t) to tki suttt t hey ltvo thIo 11mot't if 0om.t sy$Stt'tt
ratim 01111 t tuto stth (lt,' toss' of t hoiV OX'kj'.tit'oeo iVoutit oN-or tit' VVIr . -I1

toll I viotphansizo (hat particutlttr fet'tttttr, the los's of t11 hor Xpu't'i0Otw
credit, livetttisth 1unaolv of our' tellehots 111v to'ar toAt itotnootl ago-atl
hato ititPOsed 11pollthe itt a 'Stottt with It sm Io tt'wilts. I vito this
retit' 1(1to iliutis t ilt"' Itigh ru'gttrd withI wieth our tioldwhrs hold
to flitatwia I ititttgtit v of outv systv'ot. It. 11111N. hi, attgttd thtt. tttoto
to pior isiotts of 11, 11, th10tt itts 'tt toit, jitwtttSlOt litott'- NVAitl t IV116tiy
is possible only by at Itivo-t lirds4 vott'. Adtoitt itig this,, tlt tito is soft
ovitit t hat 61' von fttsitott, to dthtt, tlit, feart 1111 %ha loihi t'stlt from

it proposed rv ft'tt'ttttttt would do ittopttrlibt Imlntt to thlt odolett-
tfiootd so~vteos, of out' oo'tiltiit atid ertoi 9p'i-tttttl otitot ioitl ilistutit-
1toecoH, tho eirreet of whicht etuttot Ilo tootisuti. Id

I miight. add, too, tltt( wi' ha1m, it vi'rv di'tituito v'oiet itltdo root rot
of otto own t rto'tt.sstowt, thIt. is, thot tvoitt's oIf PetntIsv ivattitt
hatto, lud wi' wotil nlotliko to givo ttll tto oppotlitlity ito ha;v thait
voico itt tilt, ldtttinlist vat ionl of oltr sso

'FxNthlt int li'vs oif our ttsovint ionl at'vroi hrw 11 Nit tto-w ith rietire-
1ut ' stellt its detittedl 11ndo'r (, littt\' .20 ttid 1_, xutg% 8(1, of 11. I.
t(1000. Wt shtall lit smat istivi with tiothIitig lt'ss thtan l o i'h' iott (if t htis

set ioit fromttli bitt. 'l'lik' ttgte tit of til tt, m to Fitt (Comt-
ttitti'i' (mt olt posit iott itt thios pti' tlttl rwill t hool pt'tttit ho olititillit-
ti)11 of 111o10 t to 1? ileltisive, plige 8.2 and 83, attd thte stthstitit loti
Itwofot' of t his sitoplo phttiso :

(7) Htitit grvtitetit ithalt owettidt ttptit 111t Wtyot tokls'tt ot rvttiil
by it tettrt'um'it st, titetut, itlk prtt'IoutHy itve itto t sttt (bt .1) it 011tAt
metimlto.

hfity I1 tirgi most. r'sjtet flttly thitt tilt, ' ttiot't of (llt' skotutu Fi-
uttot&t (7otnlttmei look with favor tt1ott tltis tlettt'di o. it
brief, tho~ proposal thatt hits ht'i't tIt'A\Aontt'd d(loliot lit illy way lilttit.

wrho dto tiot nlow httt (till bonefit of tt 8tate-wiito or lotlt rot irotit
sv.stem alit] it. does, oul ilth% othor i11111t, ro et litny dloubt eOutt'iiiiig

thi'ottgtottt. (hit Nat ion htwvl fit'00 thi' cttliltnit ;oti of v'oal's of effort
by to ttwtclumt ill tite IV 1)MVt.1ii St(11 111ttti collitiittti 10 of Alneritl

1 stibuit, this rt'spowt fttly, tmid thtatk yout vory titoch for tho privl-
logo of appiping befolm tltitl cotit tooi.

"1110t Cu1AtuMAN. WVt thttik yott vot'y tuttil for yottr ttporimtu iep.
Otto it'xt, Nit nttss isi Miss. Soltnt Ilirltkrdt.

STATEMENT OF MISS SELMA ROROHARDTI AMERICAN FEDERATION
OF TEACHERS, WASHINGTON, D. 0.

vanl yed atia n of r[onoiters, tho largest. Nalionl-wide, wttoly volttti-
titry group of clatssroomu tvont~.j.
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',Vt apoolit elil it t rilo ,'olh'.1%o ap pear hort', first, ais it st rid ly
jtroft'ssioul group v'tay proftolindly dut iented to what at profe.'sioll
tilolildtilo Im) Avo lioio dloes for tilt wuelfao of thilt) nut y.W
appton v hurt', 80VOttnIN', its i grtai It of t I'latit itill ists, tt'va lrs t ill(tet I
with il.t oA ulitonim 14deationl of I allor, becaooso wo, htlitovo thalt
hrllo1ujI t111 hot otliit ioul wo maily roludurl uvou grolitor prtifessioutal si

'hudv ,t appuo as11NI 1a It rodo-11tio dV0eply Vtterued withI pro-
tit,(ting ouri owul ectloutie sevuiti v.

l161s4. of ill, its irofessioliol pulojdtt espovwill dedivitt'd tot tho wvet-
fart, of Auuuriva's chihiet, wito tll vvy, ve'ry hapgy I hilt stops ay
hvo tohkn t hu-ough 11. It. (1WkO to brliutg greoteor hveuut is to t1it viluldiviu
of Antoriva. Ti uso prip notos art' now lieforo t his coutuiltoe. Wo
Wish tit ho muj iso is wou1l go filOR he. WO ho) l t hum will, pa it itulardv
for' ftkakiNo y hel'tits, btouilSo to uts tiho S.Rt~t obtigat iou of ti ho otu
itunity is tho mai toittlie, of tho family ots it basic iust itiltiou ill ourt
oll-bui1g, aild to thu ma uoitono of, tho digutity Of evory lunnitutl

ui t hiuk tho otoutlet covorago audtite relitur beit0ts prt)posottl
ill this bill allt, ill thle uight d irtet iou. I tthoy wuiro greater t hey
WOul1d holit makat Atuorivo oven tuoro se'tttro' ;Itud, ots profe'ssional
potii)It, wt wantt. to itutk Anierivi moro seviuro through (lt, greater
wo i ,bvuug of 1.4elt'tli. uituuuulbrs of ourl ptloplo. Wo art,' so happy to)
fui thtt t1mv hurt it s ovidenlcet ill tho 1oulso attion anld u% 0vitiveucod
byv your ownt voutnui~te, it sintro andi indeed profollitd coutorn1 ftit
oxtutudiug tilst bonletuts. Wot beg of ytnu to finid it way inl wicht not
0o1ly to extond Covera11gw, blat to interaso the inuot euiswhithl
art'to he vil-lvi ru 11d aun pid.

Wo atill also Ver, Ver0y1 happy to f!il tho itiorauso ili tho Fedoral
G.overiuutt's slui' it% tho benotits for ctildrotn becatuso, its youl geun-
tiutnun1 COlliig from11 luOOuler States knlow, that, ait t inlus tho states julst
v'tlttot. tit ally mlore and tho Fildurid (;OWMItttnunt. MuUSt. COncern1 it Self
witll% tho wol faru of our Nation'schlildrenl who cannot. help themselves.
We~ are ha111py to thlid funlds for ohild welfare irvits invire'd. We
wvishk t ho) woro furlt hor illeresed. lTho bill, ats it. paissod the 1 bumst i't
a stop iin tho right. direct ion, and for thatt. we aro vor ve~ grato tid.
l111t. w' hloilo the Sino will reASponid to thu 11ppeal ? it'sdutLo
to inerva'o t ho buneotits.

We nlow Vomit to tho point. whitth YOU IutVO haid pre1S10ntedl to YOU by
a 11n11nhor of pvoplo whichl concern our4 01 wu nuober 1101 t10- hfiately. Wo~
ht'lieve t hat it. is thut intenit, of the f ramerst of this logislat ion to protect,
thuo pensionis and nmult ius oit thoso now covurel by State and local
systems. We know that thut framelrs of thlis logishaiomuil inl thlt house
wanted to dto tiis We bioliuv that flhe lauguuugo ill thlt proplosod hill
could hit clarified and 8trongthouud so that. this purposo wvoul bo eveni
muero ebony a strongly tiot. forth. Bunt we have littlek sympathy
with tluuso Nwho say "b1t'ciuim we ant Stwirti wi' want. nothing done to
110Wli otllovs."

, " vanmiot, lis pro ftssionail liooplc, honest ly and oonscient iouutly tao
siteh it posit-ion. AVt' think thtat. suli a piosit itn is not truly profes-
sional. W'at trtopoettiineet lkoftoehorewell
Covered by solid Systemps, tboso who are. inadeqkuately covered, anid

thoe vho rt'no cveedat till, We %ak thuit. thie emit ir1111nryad
tho entire blngutage of tis section of' tile proposeti bill bet critlcally

SOCIAL LAFC1110TY REVISION
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IvViowoki alld ovaluttlod. Wo, '111111ttit siltvillo sliggostiolls.
Whiolk 11111N. 111(lit-ato fit pm golt Iollow NvIllit wo %volli,

Wo Willild liko tit to'li" tivst, llow tho votilig is Io tio voiltillmod oit
Whothor Air mit it grAmp Nvill agi-tv it% linvo o vollkilklot 11twilititott willk
it%%,, V'kviloral NN't, Nvolilki liho fit havo it% 1 11 o IN-4,orti. 1110 it
I'lKsiblo tvoiloillo (it its llofolv tho twill is vollortod olki, its NII im ox

A ti tw (it m its I ImAillo, fi-Alm fill% Stu, in I Skv it rity A %I m it% im va I it it% twit I tow
ho oltvt iml k t o th, villithIM otL

Smultor KvIal, Voymithilik. thitt itp1mvisioll 181111%do foroomillotilig
olom itliks, I Ito I I kwok I It, vo t It vol It I m, I ilig t I wil 1 81 It III tit ho vol it t1i I w% I i I I t ho
11111 t

Mists Tho livoml llvilwilllt s, yo," '111st m, fill% 11% w 111,11,
v itivs, (or N I M It vhvt itms. I % %it I ho do it i 1.4 1% vo 1111 Ittl I% % i I I i I rat i vo iptoq
tioll, Solator. Wo 06A. volt goillolkol 11110 tho Sooial Seekirliv
Illoard 111v i1%(kNr%\stkd W 11106lig thm IllXleo(hiro its oloar tIS III,*%.

I % VkK;W
nild Nvt% Ittivo faith m volir 110 mit'llf its it% how Imit,1% of I it doutilvit

iltst vitot iolks sho, ikk% V101 or MwIlter, tv, it% of Ilit'so

111tittol,4, thom shall tit, ilk fit%, wilorl it( Ow vollimilloo it tlkvw simk It(
Nvillit 6. (it two do1w, 11,11to do voll sligwsl Somtort

Sollator Krim, AS t% mokill;'r o( Illo vommilloo, I s%1ggA\Sl flim if vm
tool tit "t sliell Iv prov isioll shmilki Iv it% t 11mv, i r voll (ool I hat ( ho Ovo,

tioll shollitt 14% 11110%, m-Mitkillo it% thollk for 4% vo'rhlill 11111,11o"t'. olld it

vmt rvol ttirt hor I 111ki t Ito lit-A-vitt Ittilgitilgo is illath4plato it% t Imt vogm-At.
Wollitl tillillvotito y(mv slibmittilig Itkilgilogo fit fho vollmlittoo NN'llivit

yolk thilik wmilti 111vot voill, foolitig tibillit What "hollItl tit, dollo.
WK-1 I'loutoiml-r. Thmik voll, Solititor. Wo two stillmillilig vortaill

vmi% dollitito III-Alposals m 06. fitilk" aliki Wo Wolollilt, y4mv 11011 tmd
tlkt, olp cit t ho tit Itor mombonq of t lit% vomm it I oo,

Tho Orst thilig tillit wo 11sk for, ill vottlivotioll With Ow oloviiw.l.
6 Illat tilt, votilig bo 11110%, stso'et, NVA, wilm fill\ volillg Io bk% It,\ I -wo I v I
ballot, Wo 11611k this loilif is tit vvvY vory givat importlillve. Wo
11AV111111111011d, tllkvofolv Aml m% I)klgO ISL', IWO W, OttT tllN "I'OftT

Olkillm" thoro 1,4% illsorted it%%' Nvol'Als "by hivivt litillo." Wo Owillk
suOt 1% lirtwillitio1w is it% koollilig wilh tho somitt Amovivoit I ii;illkvi lilt, tit
4ovrot oltetiolis III %it shollid bo prosorvott hol'o. 'hywhos I I I ollor
01111110,ViMk VkM 1110 VAIANIX-Ald, ffllkj it% Still%%\ OW.%\A bo

ilo mit Walit voolvioll mado ovo% possible.

Wo wailt fit 14111ko silro 0110 ovorv villikillimil v will hooll its , oml,

solilliti 1*11sioll systoll it it is goml mul somid, Oliv it( fill, timils
NVI-Alto ollil snid Nilt Wo shmilti osk for mi timomimmit that ",somid
polislim syxttwlilst Ito pivmNI'vokl", Ivell, Illat illimokliatoly rnisokl fill'
ijilostlotis of Nyllil Is to hOw" tilt, solmAlm"'s mid Nvlltlt vviioriti is to tv
lim mem1mv tholvor, ivo '111111111t that sm"It 1% ivollosal Nvimlit kilit W
woetivol M till bilvall.-A, p1loral stmidal-Als ol stillittilloss Wilithl IK%l: t it I l4v ot it%%%Cokli1g, Wo ho'liovo hit tivstom %%%list 114% 1 4 it %I I

M11111tillom of its owil 'mAto1% I Amild liko tit t;ay hovit lat mit, vwl-

voithm hist Nvor it% Nillwmikoo %imillimollsh, vmlorsoit tho goloral
III-41vislolls (It , tho bill (11, W o0M). 'I'llov \ .vlv alvillit TOO
Uxmil ovorv PaO (it (ho vomitry Thoil "tilmothing hollivilkA,
Thpirowtallitt. lit tho Itmids tit looollors till morthovolliltry stalvilloilts

A wroltaml lm doldit III good volmlowo 11111 slotomollis wflivh amust'd
w r toor of losilig tho 1*11siml holIMIN fill\\' Ilom. 1111vo. I lowo t hov

havo Tlwv Ak(II&I JVO jill-Alliltilki it t1jill \V%%11%% (J kjk\. fti'.
of volirso, thoy Nywit to jlmlivt tl%%Nkr %volmillik, soolvily. 11111t Wo ho



liovo it 6111 ( I'llo. vvm 1111dol. 11. R, 61h)(1 it-. till%%, NV I'll ( 0%. 11 % I I (%I om ,
111111-ilto om, liox'it tim %% %I lik'901 W- it allwildillolt , I Iml I hov two
ill% P111101dillom %% It 10% \\41111d w"111v Ionollorz. of tho 60 1 1 % I v%%I o I % I
OtTkIllf stvoial NwvItv1(\ it i( %lilt %lilt omitillgAw Owir omsl mg liolmoll

\N.as % t, I. v 1111111W.\ it I %%Ilk 1, ( lw IWO 1011'. vito it %, I I I it 1 11%
%helzi, I it ( Ito Nlhvl I IM it colit 11twl lial vvA.. 110 \\ vol tho lotwhol"q
of Voill'. I vh 11161% 111111 ( lit, IwIltiol s\ moiII ( )11\ imisk , 1W %IMIllmo vollM
lit, 111ado ill silliN oul till v\il itig* logtil oml I'll%,( . ?%W '410 1 "1 voltilmet
\\ Mild i 11killo'l ittl tl \ bo I hl-Im. it mil by Oill, Villkl'tz;, i ( I ost otI (
1 01, it ol ( I Iml it volill %,kill I'M \\ %It'll I lit, Ft'do'll I ( 1, %I\ ovilmoll it I %
I lkt% "'41 alo volthl Ikol lit, ow t, tv t I iwo, Sts. goll lollol. t lit, I olwhor, of
I 'olll,\ I % 'I it it% , lI.\ I lloi v M\ 11 ( I % , A ....",\ I "I", , I % I ill Ill'osoll
vight .: Tho 4, oll"I it lit itill o (lit, I llm, Sloto." 1%

it ml vact
Stalk, (%,%I ho , oblig,

t, . %T, I lit, Dmi
Dallit I I lit , I I Collv ,%% kl'Mm%. lit 111vil till-I

alld VI11 IwI
pist Its "I VAlllglV 110\ , I

'I'll%% St tit os miki t lit, Foloval 'ovol-111twill '611111

vn m It it vill el, 111111 it volif nwl \\ 1601 m 1111M 61111161, it 111-A-viltly, vtllitl

oll %I vad I I lowt, Ito hilig va %I lio dollo ll,\ I lit, It'gWill ll%,A% I it 111111a it, it it
%'killt 1,30 Illk v It % I I I % I I it, I I , I I %I I \ I %I I I I I I \11%1 wkv \\ 11101 1 -i I I % it m it I I I
collild lit, \\ I', IjNtl %lilt lm.\ litm , Wo %io liot \\ n I 1( 1%% owhitlo 1111blik, em

I % ves \\ lilt mv covolvkI I I v n I I v ,\ sloill WhMmlover. lit-vall'o (al, 1 oo

it( tholl mv mooftlll . I %It I\ olvk I tit I his I ilkit" N I % I
v0110 \\ %I m It iva I I v ZIA ( it v vl %lilt, n I 11%111 111%, olijilo-yovs fill, m lim, it %.A% lit it

01VOWO tit till, Tho tzlilght its lktl\\ \\ tlAh i1villoW
svslom" arv. # I'llm, \\ VIV \\ Illott oill till\\, I Somfor ( 14,orgv. I lial ill

0111. St lilt, 1110110 \ A% VO "OVI'M Immi"ilial S\ slvlw I Ittit wolv willott oill
oV01light 1 11114 1 k 11ow of I ho t vagit, 06100,4 t litil w v vo 11110o I tit%(
somollilig 11A, tllxllgll Foklorni holli tit otwo fill, thoso mho'w

101% I\tlkl lit ho 110 lin 6111h. Ztmml, vVI WhOll t Ilk' ItIA-111 WAN till
lowlil s w t, tv liw- ( W hilo %%I% ; I it, f1wo llkom% svNlmlu4 11mv NIVO till

11111" tit limho it,, tho sys'lom S%111111 I'lissoki t4t \\It% m o
lnillg %wh it liAllom mm, W %I I %it I S110% Nit litif imls

will 110YOk, tillist, tigtlill. 11111 ltm x (it Ill'Allovi om, vollh, kim-4( lit, 11111 ill
Imigittigo whitIll \wIthl oovov Itlifilvol'alsto tw wo ll wi fim-twOllo kvmli

\\It, h mm till (oo \\.%III Imu, intith-vinto 111tim Stato witt ImI1661%al
SY ',t V I I V, it VA% I ll.mv ilk"( rovoivoki 11 plit 110 io' %%tit t, (rom mw of om,
% ,l ivol 111ollhol", from I ho NI Mkilo W%-t whi0% 'ttivs, "I'leaso %loO lot
OwIll talo, mY I$Nl it 11mmh lollsioll (IIA1111 I'lit'll Intor tit% sho SaPl.
%%Do 11111 11 It illk I lkmv m ould to 1% \\.it v of go t ing, movo f %%

W o obvitmNly, I It'll porsok w ill 11ol ho till o tit %,olll 61111to (ti ,% lim' -
I I A, k t 1, i I I I I t i q I i Nr tm ill"Itralwo plall. t% t hat it wollItt 1%, lin %,%I t it

,;ay \\ hill vt it I I % I I X% % I k il it, I % I I %%I I v I lor I I lit lor st it, i tw I sAv it v i I y I I I I I I yoll
%1% 11 SOO (VA 1111 1 kor Im t %, 1, 11 it% %It %I I tiimt I hat Ims I"'ol 'tit iWO

Ilorv sho is dvtlwill l tit% it volltrat'llitil Imsis, lilt% twillits (ov whioll sI I k
lit lilt vo Is folwfill thm It. It, 60M lowor hov VOISMW

ljjljMg lit mllj%\ \\,it\, that it mny illovaso hor NNIlmils,tt 
, i,! :( lit I ho ithor Imild. wo lm %, tholl'itmiq tit Nikki, lk-whol's w1w 111v

lls$IMA of $00 or 111411v por mollill ill it volsioll (1,41111 Im'p, vilit\'4 ill
601 StIkWS. Yol, tlkt\\, Nor Oult thoir m1millistvalm's mm. Sm. z
Oil liol wallt tit villitilmo llkom% oxilollsivo syslvms," witt for
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selfish reasons they uIIII% tryN to wipe ts-St 'Nsteml s out. I IIfort Ite tly,
we know thait thtro aev statp and 111muiclial governmlents t hat 1I111%
try to (1o Just tlt. We don't wanlt that dibm'. We knlow tllit. if Wlo
prvoet teusionl systeml exists4 oil it Solud cenlt tt na basis thait it,

clil'. til dli ulit( we witnt. to ma11ke a1ssurance1 dolublv sulre. At. this
point wish tottiei iiithter aumbiet Wespot this prIitiiei
amid we welcomet umv 11id inl perfecting the languange. We ha1ve hand
advice inl the prear-at iol (if thisl amnetiduienlt that through thek goodlt
otles of tint '111 -hairiua who wvas kinid envoughl to hlpl uts ill hing
teiujeial experts to colstlt. We suggest. ill order to assure tilte itv.
tout ionl of t ilt preNsentt sySteutis an1d, at ithe saniet timke, the extitilisioni
of thI'llte to include social Seclivity t ha the fobtowitug ameuvidiliut,
bet add:ag$.lI"1, there 11e iinsert id aitna1t1let hter (0), to de-

miteth sctio, ndthtthe nmarking'i of Ihotlii e I imsl' chliged
5 s to 111ui1W thei11 follow ill S44quence, an1d thakt thetlieu he101 1 illete

thek following:.
NO li nllS WI lilk Stlev iaiy pride tilt tii xittliag iI1v hai'itillit&' si.tili
estatlillslied by tis MW l to i es i'f'orniei Ill 14ositv hus veliu t al iti lit
aunti itysleta tit ttyedtllr th lii dal of 1tv lt4ii' ~ 1( agtti i t el laette11to lkessih
agriieact comitaiai suceh teiit aal iail t its ti Admininti m teriiy ittir
iiilao0 to lie 11mys-ary to issiiie thilt Ow le xteasll tof stleb tilliiit, Systmiii to
meuli mutrvit\ will itt resuilt lit may ii'iremi litI het laci'liti iayliile itaitlam snlil
rereilment Ksattii

00ent,1e110n, thereIX rt inX this Sectionl of tOe bill, already iiiiuy liuii-
tat ionls, and this is Simply oueo muore Safe'giarding litilitaitioul.

lWe arv byv uo iuelus weddedl to the tatl 111o hs proliosid, hutt.
we submiit it, as a basis for consideralt ionlIT)y-01 tli tivi tllait t ho
exthorts who are coniit ig onl this. We atre comubmh'teby colltiit tedt
to its pulrpose, This inneuidnienpt, we hopet, inimp11lities thet ito piurroso
of seot ion 218 to protect existing systems anld extenid fuirtluer beuetits
to those nlow iniado111ately coveredl or niot, covered tit. till, anid to aill
those deitring additional 'Pederal, coveraig.

Our third spile4 proposal, first of ill, prouipts sonic0 iiquries. If
ii bonoiciary is already drawing at bint'flt from it rt'tirelutt systemic,
how could ho be asked to sharo, inl the proposed newv Systei of socia
seeuiity, based iimimo pay-roll deduct ionls akiid toutrihuitionsv Socild
seeturity, weitu- rtad is puneu111sise inusurance11v: It is; based onl pay.
roll deductions from thoeomployet, sulpeneiited by tequal toultiiu-
tions by thek emuployei. We r'e'olize thle Value1 of it couitriltory
isurance plan. Hbow, thou, could tho whlo art not, on at pay roll

when the SUieii-8eCIittv inlsurance is4 putt iiitto effec tw henade p art ici-
pants except if srw'ian revision tlierfoi' were spelled out lin tilt%
CompactV How e so Collit tiypatiipte

Furthuermoere, if the,,y have started to draw benefits tlreazdy, llow~
could such a compact affect their contract whictliills been comsin-
matted id-is no0w being cariied out? How couldl whiat. auioits to
thle paying of a prminlnDIII ill thoe ase of ailveady rot ireti tellehers, whou
have umet thle cent ractimal rtqmironittt for the lienefits they nlow re-
ceive, lie inl anly waly affected by the proposal to deduct. fro~ii the pily
of someone, who is not being phlid WVould it. not. semn wise to que-
tiomi how this act canl -properly propose to have persons who haive not
bogin to revive beneits deterinn what is to be done wvith tho who
have mlatureod 4policiesm; Nhat these whlo are already receiving bene-
fits fromt A -paid-nip plait An111d wi the other hand does it seem just
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that thloso who are' no( lon mr t'ontriblitoes4, whose conitractmi rights
have ul naue shloull( dtotrmill' what% is4 to lit' dont' for tilo'st
whloso be in'tits ha vo not. Yet. fidlenl dlo t Wi' would, t ht'rfort, suggest,
at t hird ataeivlilicit Page 82. linies 22 to D'eletv ( to words-
and tit the tiltidtta1t who tin sit itttt welt' retlt'il: ertodte paymnts uter

W'e furthIer suggest t hat oil paige 83. lit'e 9, add:
ir 8itl alltilisch aigreiitil th't'reast' t o i'iIlts pmii to ally lierstia %ho t

fl1t0 IMss.ille of t hk' act stialt litttrawltig titiatts from tinly Slto or' diitt' mt
t titreof.

III ftirtlvt't protect ioul of tt'aclters' rights wt' iitre' st ill litnot her atut'nid-
tuenut :Page S.), sect ions 11 11i0 3, we% Ita1vi someik fttr-t hit litest iot's and

rt'otutitttdt ins. We rt'togtth'.e tile' tct'httit'al acetuaril Just Iitit ionl
of thetise sect ions. We presilitt' th liestt iot5 art'v de~sigiteit to lit aill
piersonst to whoil tle~ bliiltts of tilt- act liv e et',deidd onl tie sail' foot-
!tig lit (ltt' tin' of tilit eiittttiii'ttt (if t he law~. This principle, -wo know,

is ttttlpitiitit ill t orals of 'omtin tg t itac, govt'rtiatctttail colt riltions.
as % Wt'llias liv''iiitml ilt vaitnt'tts for nali intti 11tat ttrtd bt'netits. ll. we
su11lit that these tt'm' atil' Itard. soert', inl i'tett. They'~ dest roy. so
fill its these' workers4 arl' collcol-at'd, tlt, -m vt'rylitts oif tilt) lawN itself.
'!' Ito' 1irposo of t(lit proposed ac't is to t'Xt111l Cov'erage', yet. tile vetry
1011'. htts amet iri i itlti elied to tit,'incn vwtte work-
Ors tevalsi t he State' ni111% hIAv' f-'ilt to comply, witl~ tilt, tt'rtii of the

itfitii't olt- giv'ett pitrild Undeilir the hill its nlow written, hettt'tils
rt' delnitd noit onlly thuring the' period wht'n at Statte eaitot. orl will Ilt

ilmi'tt its repmshltbt, for. everaloro.
Now, let uts contside'r this sect ion inl t'rtns of thle Iltst d'rsiu

If it Stlitel could not, forl I yeitr or 2 , mt'tt its obligitils butt tlt, ntemt.
yeatr., t hrugh sotmmet It01od wats atble to tnt'tt that's' obligat ionls, shltd
the Sktate nlot hiave the oppiltIuity to pay~ back inl tilt, necessary fluid

to vestort' tilt) ient'lits V And should tht'rt' not lie, thle a1s.-esmet ltpomt
tilt,' t'mupltwes so that tltey could, inl thit fittutre, untdt whatever danuitg
11111% Iltive ))eil donek inl tiit limited period I

Weo thterefore ask for the following ttttit'iltttlents to covet' this point
Paige 8.5, luteo 1I, Strike' out "not later' tht two vet-rs frtitt til' dlatt' of
such ttot ite." Pamge' S"", flnt 131, strike, out t it,' words "Itit'ss prior lto"
and insert thte word "unttii." Pago 8.5, line 19, after thle wordh "Sov-
tioti" add "nn11til therel is no0 lottgt'r ally legal inability to remtt'gotinto
Sttch ag rem t." Pai S.5, liti' '21, strike otit "Ittodify sueit" attd(
inlsert. tAterefor 1

0toe1 into aIIn ttgrct'mtient." Page 85, linet 2.11 after tit,
word "group" isert. thle wordts "tttttil the rt'cttired coniditionts hlave
been net. mind tile State antd its empllo~ei's shallI htive paid their' re'-

spet ,'' ton riutiotsfor thi' ettire period during wtiet'heut covet'agu
was withhold."

Corning to another point, we should like, futrthter clarifitcationu olt
whamt. is mleanlt bN. divisionss of a State" Oil paige 79;, tlit is, tilet bottotit
of page 79 tutu tile top of page SO. Schools are oftt'n covered by, school
districts whticlh are niot. always coinarginnl with 'ounty -t eity litel.
Could there not be added, after tlte Nvorils "politil mmutdivisittls'" tlet
wordst "or other adminigtrtutive units" or wort to that effect I I (to
ntot know wlter for their pur inost's of this act, at political divistionl
would be it school uniit, but we slitoulil liko to hime thatt question utlore
Clearly sttted. Perhatmps this could lt' clari16e inl thit' tht'initionls.
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Finally, we ask for clarification of a provision oi page 83, line 19.
The bill merely provides that the State obligates itself to pay tile coil-
tril)ution. The bill does not set forth whether the State s1all exact
more than half from its employees, whether the em -,yer, the State
would pay till, or whether it is to be equally divi ed. We assimle
(I'loy'er and employee 'would pay equally. *We would ask that the
laugmuige be c larified oil that point. in tie bill.

We submit, gentlemen, that there are a member of ways of re-
moving fears, fears which teachers now have in connectionwith tile
bill before its. We all, we assure you, share ill a profound desire to
remove not the fears, but the base 1l1)01 which those fears are groumlded.
We have $ubmited some suggestions here today. We van submit i
number more suggestions. For example, a witn ess for tile New
York teachers here-referred earlier this morning to what she recalled
as Senator Wagner's proposal. Senator Wagner had a series of amend-merits. I lal s1ure Senator G3eorge reilellbers how this whole quest ion

was then actually presented by Senator Wagner.
The CIIAIHm.-N. Yes; I remember very well.
Miss lo1011.\mmr. Yoli will recall, first, that Selator Wagmer in-

eludedt all State employees. Ti'hen tile police and firemen and teachers
wtere 11 er m0h worried, and properly so, that they wolild lose their
Status. Then Senator Wagner was ashled to remove all of them from
the provisions of the bill. TIhen we all got, together, and it was Sena-tor Wagner, y"ou will remember, Senator (George, wl prolosed the

compromise, vhich was submitted for further consideration by you
gentlemen, that tie initiative for this referendum be left not to the
State but. to tie employees covered by the system. In other words.
if the employees are able to initiate the request for coverage, ce'-
tainly that 'would meant that they wanted it, and the voting may be
hehi before the application is submitted instead of after. So, Senator
Wagner did come arouid to l)ropose a pla1 is we (do here today, for
the protection of systems that exist and the extension of benefits to all.

Still another suggestion: We think it. would help materially if
there could be a fixed tinie, a very good time in which our teachers
could consider the prol)osals. We do not want lyvone to feel that lie
is being swept off his feet wvith a "Here it is; vote oii it today; take
your chances" l)lo)osal . Let. its have time to consider these malters,
and provide for this time in the bill, on its face.

Finally, we come to answer briefly some of the objections which
have been circulated b)y another organization to tliis. Tiese objections
tire, I repeat, probably based upon sincere conviction to l)reserve
what exists, but are based upon fears which we think are not well
founded. The objections have terrified tile teachers, as the previouss
witness testified. All these witnesses are correct. This false l)ropa -

ganda, has really terrorized teachers, aind the confusion has beeli
rampant. I wouhd like to have inserted in the records, i statement
which has been circulated by one, teacher group entitled "Social
Security Proposal Spells Danger to Teachers' Retirement." Mr.
Chairman, may I please insert this statementI

The CHAIRMAN. Yes; you may., The statement will be inserted iii
the record at this point.

Miss BORCHARI)l. Thank you.
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(The statement referred to is as follows :)

S iA.tI.-SEITIITY ilol'OSAI. DSi ANGEt TO TAcali:RS' 11FTIREMtNT

11. It. titN) rovides that public employees, sucl as teachers. fireanen, police-
men, and other municipal a d Statil- employees, altay be covered by old-age and
survivors' istratce of the Federal Social Security Act by colpacts baetweent the
Stale and Federai Uoverataetats. If there Is it State or local retirement or Iension
phlll co\veringi atay of these ltluble etaliloyees, they mlay not be Included In at
;ochal-settlity cnollplct u-les. at referenadtl vote |ils been take withlin 1 year
of entering the compact. 'T'he iaa'Nationlt t'aotlcil e 'tillTeac|her Retirement is oil-
Ik1sed to tilt- proltsel referenadumn irovision il I1. II. 6itK00 for the following
r'ellsI~lls "

1. The linforlmltation needed ly the voters la it referetluml Is techieal In anatny
resptects alnat lltost lpersonxs eligible for voting would ioat tuntderstadal suthiclently
to make at wise vote. l'erson-s atdvocatit g tlte extension of social security to
putblie vill-loye ,s have greater faellities for prop'aganala thltanh do retirement sys-
leatas at 14 edlltIoll atssctatiots. aind stch [roltttgattllin Is often tttsleadng.

2. A two-tirds favorabl referelndumlta vote of those voiig Is; stillelent to
ahlace tile groll llihtaer social security; yet, it stllant proportional of tlt% |aersiOas tlt
tile group might vote atatal tie compact tight result without ntavig the sanction
of at majority of ile liersoats cotneetrned.

:1. Persons InI isitions covered by Statte or local retiremtt anid |HPulet ll [liaaS
ntd benelllrles over age 21 of slteh systeta s Wotld tae eligible for voting. IlI

every Sltlte ltere tare it few "foolish virgihs" anollng public employees who have
laeena eligible for tamembaiership lit the retiremt-tat system but dil laot chose to joi.
Titest persons may ll uslh socilI et-traity tli'acttse of their oWat setf-lltlet ed laek
of oil-lage !aaotte-l|oil. They shmhl nt ltve tilt- oplortunity to sway it referen-
dtt llven they art n tle minority.

4. Teacher retirtaemet tells lat"& nmutcl higher than sahal-setrllty islleits
(see talle 11 t the 1 )11 i-ecetr 1-419 lteseareh Ituletit). State atta local govern-
lltels etllalloat aord to s attltort boatIh the retlrettent plan tand soehtl-security
slaetilts. If lutlic elliplaoytes who live it retiremntat system atra' laeat tatladet

sistal security, tlhc- retiremnett systemat would ie curtalle( so tlt the coliIlled
plalnats \votlhl coeaae withn the lintiancal tlaility of the state or local government.
Tiis is a practical certallty.

5. A compact taaty iae teraiated by the State or the lFederal Giovernment
afterr dte notice) atnd putlah emptloyes covered by It would then have lost their
retiement ettlutties atd Itt out tit tite coah.

A prolpsed ltnetlatent would chantige section 106t of II. It. 60) ias fliOtws :
Strike ontt sectioa 218 ( d) (1) begittning witlt lille it, page 82, to and ttid-

Ing linae 17, page 80, antd substitute therefor tile following pttagrtaph :
(7) Stat-la agreement shtal exclde ait public employees In positions covered

by a retirement system, its previously defined lit satbsectiot (b) (4) of this

Miss lloncll.lur. I wotlid like to answer briefly the points raised
it the statement whichi has just been iaset-teri itt the record. First,
reference is made to the fact that the imtatter is too teciltical for
teachers to understand. Gentlemen, we trust teachers can read the
riotedd patge. We hope that if teaiers its professional y trained,

schooled persons read the printed page, and if tley are not clear oi1 its
inei g, tithtt they will consult ait expert thereont, their own attorney,

or athttler attorney-il the community. And that theta if they disap-
prove that they voie against ti-e proposal.

Second, it is claimed that those avocating tile extension of social
security have greater facilities for l'opatganda than do those want ing
to preserve the existing system. I do not think we cati saty tltat those
who do not want change have been silent. I think your own mail
answers that objection.

' rakea from Itaforiantion supplied tly research division, National Education Amsoclatlon,
August 14, 11149.
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Finally the loint is made in time statement, that teacher's who are not,
affect w11outi now try to deprive othlr of the benefits thereof be-
cause they did not have them. IN'e have offe'd tin amnendimment which
Would semrate the two groups, those are not. covered and drawing
benefits, and those who propoe to ho eligible therefor. And ob-
viously, a persoii not covered would not vote.

Finally, we agree that there should be every precaution tklken, as the
statement suggests, to preserve all that's good ill alny exi sting systell.
We would require the State to m1ajitain its plan, a"d we would require
seret elections. We would require that the machinery be very, very
carefully set up.

Third, it is claimed that States would scrap a State plan for a Fed-
eral plan which costs les. You gelntlemnet know far better than we
that a compact between the Federal Government and the States may
be discontinued at any time, as set forth by law and by agreement.
You know also that a contract cannot be NNi|41d aside on the decision
of only one party to it. By the very language here presented to you,
by an earlier olpposition w itness Ne know that tie courts have held
that where the pension is based on a valid contract that teachers re.
protected. We want that, protection made tight, and we want. also to
have the benefits extended to those who are not protected by such a
system. We want the benefits extended toniake the teachers secure so

tat they may better serve the children and the Nation. It is that
security, we know, you want, and which we trust. we may find in the
bill itself when it is adopted. There is so much that is good in this
bill, good in this whole section 218, for the thousands of teachers
who need it. desperately. We ask your support. Thank you.

'Tho (, A~tsAN. Thank you very niuch.
I have no doubt that tile Social 1Securitv Administrator could enter

into a compact. or, if you prefer the word, contract, or agreement pre-
serving the existing system. But. I know of no way on earth by which
von could bind the future political organiatiomi or entity, either a
Ntate or a county or a city or a district, to improve thlt system. And
I think you need to improve the social-security system. I do not
think it will improve rapidly enough to give adequate protection and
care to these professional groups that do mean so much in our lives.
That is my trouble, my serious trouble.

Miss BoRcHAmY. And I share it. That's why we offer these amend-
ments.

The CIMRMAN. I think that it would mean that in the future these
political entities, the States or counties or municipalitie, would grad-
ually withdraw. They would be obliged, undoubtedly, under any
agreement, to maintain their benefits to those who had already become
entitled to roeive them or to those who were thep earning them, but
they would not in future be bound to carry it on, so you would come
to your on6 system, I am afraid.
, Miss BiORCHAlur. Senator, may I ask this: In the first place, if there

is a contractual relationship, no compact With the Federal Goverunment
could possibly remove the provisions of a State contract. Is not
that true

The CIHIRMAN. That is true as to the existing accrued rights or
the rights that were being accrued. But it is equally true that you
Cannot bind a governmental entity, whether it lie a municipality or
some other governmental ewi"ty. NMither can it bind itself.
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Mis Boncl.rn''. Just as one Congress camot bind another Con-
gress.

Tilt, CHAIR.MAN. That. is right. You camot biud it for the future.
You have to trust in the law al do the best, you can with respect to
what. iay be done in the future in the States, counties, and nunicipali-
ties.

Miss Bow..mmy'. Is there any way of making sure that a State or
other governmental su1)divisioti will not do something to weaken or
de.strov present systems in the future with or without Federal legis-
lationO

Tito c(.N.\IuM. No; there is no way, because they might abaidoin
their systems.

Mis, IloBcit.urt. In other words, it is a gamble either way as to.
w'hat any S tate may do in the ftit tire for those not under it Cot ract nal
system.

Senator Kvitni. li initiy of tht States is it not the practice that, the
legislature of each sessioU appropriates the State futdsI

Miss- ol n'.cmvr. 1 believe that hohls t rue in one- tird of the States.
The substantive law is not even mandatory upon the Appropriations
Committee.

Tie CAnmMAN. Very few of them are operating on reserves, that, is,
adeluate reserves.

Miss BoRcn[uty'r. That's right, Senator. In other words, the fear
is )ustified both ways.

1'he C,111 IM.N. 'l'hat is quite true, but now the burden is on the
States, and niost of theni have recognized it.

The very capable and energetic leadership of orgatiizat ions, whether
t he v be poliellenl. firemen, or teachers, have built. up these systems. I
caliuiot escape the thought. that lieyond the present vested rights in
that system, there is no way to insure against tihe gradual abandonient
bv the States.

Mi lss o1mm0uvr. We grant that, but there are two points that. I
would like to make. First of all, no Federal complete can impair a
State Contract, and second, there is no wily to make sure that any State
will maintain its present. plan if it is not founded on a valid contract.
We ask that the employees be allowed to vote in secret. on whether they
want. to be included, and we ask that the Federal tlovernieut be
eioined from making any compact through which benefits be cut,

H e RAN. I agree With you. You have made n1any valuable
sugge st ions about the language of 11. R. 13000 so as to make it more
dethnite.

Mi,,s BoRemunmr. On the faeo of it, we (to not think 11. IL G000
would remove anything. It would not, put. anyone under it against his
will. lilt, look at the betiefits. Take as an exiimplo a teacher from
Cedar Rapids, Iowa, where the pension is $60 a month, after a very
high rate of contribution. It would mean a great. deal there to receive.
let us say an average additional amount of $40 a month more. So
too in Neb1raska. It would mean practically the difference between
dependence upon relatives and independence. And thenq are many
other such States,

The CHAIRMAN. That is quite true. I was just. looking to the future
and realizing what States do and what. municipalities frequent ly.have
to do when their tax dollars get tight. Down in my owin State they
had to abandon some of the pension systems and retirement systems.

6005-50--pt. o-60
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(or tho' silkill'k Isoll that the ta\ ezvot'~el to pay their tluets.
1111d thev eased to pay taxes, tweauist they dlid tiot have, tit he iolleyx
, hlerke A~kke -;omo vears \010% WO Were llot u11akitig Mtley. I kUotW
that .Volk have v~eolledl thet1. F

iM1iss Botllmun~tI. yks, sal.What We tlare hopliug (or is a 11101111
Of ietrding". tile 0t pport nu1ity of exttmdinga vovragr to tilt pensous Ao
thakt some, rtiits; woulkll V0t40 venl whentll t illis are hadk. 111t weO dot
WIM tiall tt~' ller to hatve the right to I'VSO tol gO tu1ie thke svsteui1 if
theyv so) vote.

1'he' ('11IIRM.A. 'We Allilreitate voill vimwpollut aint your attititdv.
There- is no0 4uet iol 1111011t thek wokillkiness of yourl suit IS ions'. Y OU

treogize he eOsttO of the feat' Of tany o tits wh0o011 anlt jeipatt
lki thi "Ntws wouldd Ilk ov 'rtlt OW11 iivlvreupo1 th0y woldk 1uot

ha1ve% what tlu'y have lkvtio or, 111110% as they have lowv. * Thau1k volt

MIiss loIl.ttabI'. ".4imitor. lit\ 1 also inserilt ilk tit h 1e 01 er dsotu
meuisSages atl s.'( dAtal (P0111 Stluuuk of 01uV hwaIS(

T6%h (.'111uRMAN Y4. ,; youl muav do so, youl ma1y t uvi thema over to
the, eltirk of the ratit, o to tli.k reporter.

Miss Ilitumayr. 'I'latk vou, set'lator. A\ large 1111l'etr of brlals
lum. w~ritteu tilt tin support11 Of Mir oraia o' o Iy wMM6iuouslv
ati dott atil% ou t unul uen ionm it% Milwaukeev. 1'bev favor
11,. twttoo blt a-3k for eleareir, srolgrr lt lUllAi'e it% th ill, toL 6 SSMv
IOS lmsr now 1iver 11V State a11(d 111ilik-111% pew 'iAou sVstrmu t hut Ilk
FKdi'ral law\ Will imairlt their I~%rt'1ut en01'Sioll~~.os A, mu
OXam1pik oif this reatirtuat iou oit pohiry 1 wold it eltat irtin

catherine s-liutimik11, *iotett. phlo. tFraal Itt'4101. NOYv IaVOI. C01111.
Miry Y. httlehlo. Wlswil"411 Itutd,;, Whs. C. MvIletota. Ittx'k tI~mM. tit,

Mtany. ,Iloevii. Fat Ibtivell. Conit. Amn Wilix,\ Nimilttn tit.

F'ranis HtItali, t~IA119M11. ('010, Irvitig 'Stun. Utioratto 5I'rtnus, Colo.
Iiu'se. t'elremint I da sitail andlk are typ1it-tl of thW wideispreald

tilli'uuvAl ofilnatiotual aletiol.
gn tit ohor lumtd..i, s'tr fronm .Ioltt Stiar of &( vat Falls,

Mom,., Autlnr .\ndtmsott. St. Pautl, Mimi.. Harriet I 0ease of New York,
reflket thet' grave fear that Itearl-,r ItuVe thatt at Fedeiral soritli-SM-1ritv
lia" ealt ilair their' preskint SNtate law. T'l'so people ask that 11u1

ItT~l OW 1.overe-td bV Sttek law hAN itIVluded,
Enphlas'i~ilg thet' tragic tived for Federal sovitil security hy nuim'

wvho arm now coveredl hr\ inadequalte State law" We stiliuntit al tuirt oif a%
letter from Carrie 1ilt writing for thlt teareluers (if Linvolti. Neli'..
after etndorsintg II. It. 10~t and the atIUents11 1 halve pI)VOSeitedl to
t he ctumnmitteo; Mfi,:Hult writes:

sinee rvttrkimtent comwmiat (tin Is very Iow for Nebraska teaelliet's (apprroxt-
inately $30 jitir nuouth at the preseut) we atwo munch Ititkerestut Wn tmppt'omtv

8Stickitug more closely' even to the word of I11. X CAR). we hare thle
detaile-d stattement of 1lerriek I~oth, k% mnember oft the Colorado Loe i-
litture and -eentary of the Colorado Redertion of l'ealels. fi is
vunn'innirution sent to tme was4 or4iiallv sent to his two Senlators.
8unator Edw~hl Johfnson and Seuntor En'gtno Millikini.
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11 rend., as follow, -
8 1111ce q1tv extensloll tit social -wetirity to Imblit- eloploytvs (its prolioqil It%

It. It, tkltk Is t1tv sitlwjwt it( tills letter. wid x1mv litwilt yoll tkilti Solifflor Filwhi
Jolkiwoll (lxlll Colorittio mv 111tolOwl's tit tllt% *Sviltito vilittiltv 011111111twO Ilow
collshW1.1kig thm proliosill, I om dlix-A-thig im Idenitiml lvittr to 'Sotititor Edwin

wk. tiolt. III press tit tho Inst %%tvk flint the direvior of the ,41itte Fail-
jiloytvs Itetilvillent Assok-Ititioll tkild 111villben. of Ow kvillvilkelit liont-Al of the
liellver Polilit. SVIIvol Etklllloytw s Itetiremem A stwititlot% kill t0ditloti to 11tv
lititt lKillk-o 1111vo liot-11 testifying tit wilshiligioll Ixfore yom,
$vIttite Filittiltv Collillvit1tv ot% tllk% exteltsioll of sot-1111 --tvill-Ity Ito 11111111k, A1111111ovtles
Illitipr yojlllJtl1,y-Jvjw itgr%4,111vills. 'k'llp %%fftt-t of tjtt llew-pillitr rilioris Is Ilitit
ent-11 of 1110 Ivilt'jile volik-ertiod (tivoreil the v\011%loll tic 11tose 1%1111110 ellilliklykV.4
W I III I low lin \ k% Itivir owil lovill or Sinto retilvilh,11t xystelit'.. The melght amordt'd
t1w Itstlitiotty of itimse who litive spoketi before \tlllr vollitillittv In regni'd to tilt,

AxvIll'itwil of jilitille i'lliploytvs With retillettlelit 111ttlis It% Volox-11do Is tit seriolls
CMIC-Orlt to tho 111titly 11111111t. vittillo.wts W fill-. 8ttitt, who linve somo kitowledge
of Mitit It. It. 64)(10 does prolkise. III thitt 111terest. (Ills letter Is twellig WrIttell

Mill It is 11r9%-Al (11111 VOlk 11111hO this vommmiltmlou it imitter of retNird for tho
FjJJtJ1Jk-t% ('0111MIttkV or for the stemitti. gettorailly throtigh yotir regithir

littrim: tho Inst 11101101. 1 lktkVk% 1110 With grolilva of Sulto, 1111111101411. lititt st'llool

district emplop'A's of Oilortitto III severill diffoVilt tl"1.14 Of the Suite wheiv vill-

11111 tvs n1v M111111tvAl With tilt- Suite tit Colorado 11111114, timploytes I'vilremolt

Hew III lit'llver, wk% tiro tilt Illintely Workhig with sk-hool vill 11o.voes Who

all'%% IM41AIVI-A Of tIlk1Ir OW11 Slittll-AldV. 1 1110 WIth -it) N01110

(telegntem of tenviter Itit-411" III 1wrillot-11 Volormto representing whool distrivis
1111d tilkivel-sity employt4N pitilirtivitig it mondvorship of over IAXX) W t1w NInto
of Volouldo 11111111o elliployok'S 1-011-A'111011t \VNIVIII. *Alf1ll-AItI.V k'\VllI1Ig. I 111M With
1111 V4111til 1111MIXT it( Who tit-AN pairt of the stA tit vill'tolls klejumillelits

It% OW SIZ111' 0111kV IIAlIIdIl%)-,4 III I)tltlypl'. I%-oj1tJ11IV III tlkk% ItISt % WIN110t, I IIRVO

met with land sliokeit to grotills tit pllljiJoyvAs will, tit titril xviiresetit it sam4ilitig
of flat- likk-1111ters of the viltirv I)vtiver t1tibliv St-hokils ItOirpmeitt Asstwititioli
1110 XIJ WtlrAllt Of ZIAXIO It% tho %stttk, tit Colormlo 1*%%tInlXlk1llt S.VAN111.

litt -k\,I to t1ity or t1tv represem tit Ives
k-t. 11ot Illet With 1111d I Ittive not tilt),

ittitl tJlv1,vforx% this lotor t1ovs itol import to lirt\,zenk It 1101111 Of VIVW r%%gll'AlIl19

Itle rvilMolls of emilloyeos it, tiltit type ot pillittv sorvitv It% this Slattl

flat III%% lv JAS kit tlkkSk 111001lip., wo mv parlit-tiltirly vA1w-%%rm\d with tho hxsIl-
Illoliv tit Colormto Itetirvillent Asstwiatioll otlIvItils liefore your I.Setitite t-otimilt.
tkx, oil flip following Imatos,

A. 11tiblik- employees gviwriJJQV (10 lJot kilOW 1110 NOR 01011t It. It. (000. SIXvIll-
k'1111Y. tlik, NVA-tioll ''18 Is 1101 14111%g tit either tilrot-I or di-

gv fvd thrill wilh 111ost tit t1tv 11111111k. Vill III o.\ ok's flow III the I'vil"'Illelit sy"'tollis.

111 016 'KNIt'.
,,, tillIt.1tip of jjtk% dirovtor tit pliblit, m-Oftwo lit Volorntlo. Rawl Komis twho

Ims tv'stifit'd fit yolir volmllittk1k% tilt t1111A 11111 p0llVAr1lIlIg ollIkIr Sk'Alloillk Of 111P

11111 t1lld Ikkil t 0110'1111119 fill' Silb)twt tit this letter), I litive yet fit thid tut em-

jiloyt4- of tilt, sitliv tit Colortido III' ot 111w sellool district III (101ormlo who 1% it

member tit Ow 8-tato it( 0110nitio r0livultlit systetil who Ims 1xvit tiskod wittit
his ollillioll is Miolit It. It. M X). Itv fill% x1ttile rvaisoithig. thero wtw- tit, getioral
Slinvy tit (tvillig killing sellool emillopvs III fit(- I'lonver IF111111%. st-hoolza rolh-
mew s,\--tvu% Wkeit prior to III%\ Jillp t1illt 0IJIVjtjS tit Will Ot 1110SO I-AIIII-V11101t

i;.vstNl1ls jestitIvAl lwpfore your voitmilittv. N ot1wr wonts. ovoi thoilgh the

lilotiy itilght linve tile amtrow thItiking tit fit%% Imlividimls will%
itsillIvAl-mid lierlitilis evell tilo Ittvalrds tit votitrol ot flat% twn jwuslott systolls-

1111dor dim-lisslon -tho \ wert. imm tilt-WA-4 tit flat%

thinking ot tho I'll 10%-il %III -MO ittemliet-ship ot either tit tho myswm% slittv their
thluking lind 11ot twell sOlIght Prior to fill% thvislons 11inkle by flat- IN) 01110kits III
thoso ,,Vmvuls

To 111mly (it Alit wt Imbile emploveoR. It sotA a dallgerolls pret"Iellt fit litive
otlivints III fill% rptli'vIllt'llt 'vstemm to w1kielt wo vAnitrifilite Imstify lwtovo yotir

witiloilt making %m effort it% tist-whilit tho vwl viewliotilts tit Illk,
memberN tit ttltlr vvii1xvilve rvilromoit systetils. The prinelluil reasott thot
Omm, 0110411.; vAluld not tist-vrtaiii tho vlowliollits was simply tweause rtink-axid-
jilp p1%1IjovpA-A lit tether tit tilt, lmvp not for tho iixoM Iwart 1xvit lirv-

selitt'Al Mill the filets tit wlttt tllk% prolhistil Is awl what tho linitoellotis atitt
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twftguta arte In i1, It. t(k( to those who now live relttrment syqtelUs ot
their own.

We reeotgntze that testItmony should be welahted o its uteritq--but we feel
that It Is ttiportanit thit thtse of you tonslderlg tite merits of the testtttty
of these Ittslo1 ottllals front tooratto should reot'tgnlze that they did not give
a clear-cut picture of 11. t. (1k00 to the thousads of tuolubve.r II thest, two
retirtuett systems. and thus they lid not r oistst of these ittbers' on the
basis of the facts a clear-cut expresslott of opinon coneerning the stand that
they, the ns oti tlclals. should take tit regard to the prolpsed section 1- of
it. 11. tkib. 'This s a whractie WOatc s 1e S ublic elO.ees shettd glerally

co .ite aind want to muake clear to you for the mCireld.
III spite of the statements 1 41m1 taking to you, here you wttt tltd that taty

teachers and other pluldte emtployeets lit one of our retuement systems wtil h
writing you urgIug that public nltloyvAes so covered be excluded from It. It.
t(1000. Most of thee letters 'ttl follow one of two patterns: (1 handwritttti
txoiles of fort or tuttodel letters wh'h have been dtstrlbttet ftor jutst that
latrx'ise; ort k2) personal letters frl litv d' als who have been tolI tttroitgi
faculty or staff meetings tiat 11. H1. (tWki \'ould endau r bthi the Peuver and
Colorado retIre ,ent systemsu. lin both eas.s. probably less tha1 ou, out of a
hundred people have bieeni presented a brdad. 'elt-rounidd p cture of ihat see--
Iton 21t4 of I1. II. ti really Is. Many of them wtli be, Indtvidual lette1"t ba.sed
onl tle, 1sstltlption that If section 2ts t eo1tmes law, Im1 tety till ie, ,l'r
ild pu1blte em11pIoyes i Colorado Wilt los, their exilsting retirement systets

a11d Will aSumellt, only the ptt0't0o 1 ind bentllt t tile .ola-Sturity oldi
and survIvors Insurance program11.

81eitlcaly. tle ropresetiat le gatherIug of teachers tt norIter11 Colorado
and tho reliresenttatl\re delegatIll of 'tat hlose1. e11lldiltes Ilite nver it their
meetingg& on1 saturday, February 11, retlnested tOat this cotuutat 1 tn , dl-
rectlxI to youl. There was onlt% accord onl these Iiltts:

I. For the ut st part. sctton 218 1now provides adtluate tfeguardls to lIubti
,mployeesN" who are covered by st1ne ktld of retIremUeUt system of Itheir own. Ilow-

ever, It , 4etus generally agreed by those vho have studied tho complete provisions
of the stilon that It would be Well to do the following -

(a) Provide li the written referendum thia tit ballots bie secret nud that tie
nortial safeitvpard of privacy it votlug be assured the voter,

(b) That It tho referetdut proiposed, the tert "voters" be dellied to include
everyone who Is eligible to vote rather that those who actually do vast i ballot.

'I Thero Is getteral agwxmet that tit liertoit now protected Iy tt adeqttate
retIremntit plai Is going to vote hlImself out of i PXgoo plan.

I. (tentirally. publtP eniployee\ lit Colorido like the Idtea of ipernitttig a vote on
speeltle tnoulficatlons of existing sYstelus here a ctubiatoni of ,tsial security
and exlstlug rellretnitit systems will provide te kindt of public rettreiment security
that pbllte servants should rkx.elve. lit this regninll, teachers ind State emiployeets
li tolorado do not favor the Insertton of at tiny ttetinet vhich would require
that those who now have retiretneut ysteus could onitly vote for soc lil securIty as
it "sutpple-ltuei" to those systemls. Alui, those Who htve studleIt atd untder-
stand tie atltlttlot feel that tite proptisal as It now Is prepared will mtake possible
rottsottblott iodlltlcatlos of existing retlrieutett systems along i'th so tal security
to provide better benefits than are iow avtullable lit auy eases it a ist tin higher
tian what the present contributory clst would beo In ttost llatts. Aglti. these
sme people feel that no otte will ever vote for a proposed nmtidled plati to acept
soelal security hit any referendum If th btntetlits for retlrvinent are decreasdtt tit
the proloed todiltlcatlon. It there Is great Itnslstetnte that the Word "suppltettent"
be ned, wo feet that Itl Importtnt that tite words "or tiodllfitlou" of existing
pIenson 8ysteyts to Include tull sowlal-eurlty ipartlelpattot be added. Bhtt getu.
rally. the Propie als that now staid would setit to guaritixe that iosz-b tlty.

4. The people \who are testlfng agaiist IncluidIng publIc employees who are
now covered by their own relremett ystelius almost always emliphaslle that tlt
employee covered lit those systems would nuch rathor deal with theIr local iolItI-
ctl stibdlvislons of their Stto igoverntment& i, 11. It000K) as It now stands provide '
that they wIll have tho opportunity, speltltally, to deal with their State govern-
ituents (lid Il turi with local poltlcal sutilvislona If they are \verel In local
plans) to tiprove tMeIr retIrement cotidltlo&s. Actually, this Argument It lil
arguantett for tt liroposal bcausel It deallln with State and local political sub-
dIvIslons, the public employees will gIve a iuhi more critical look at the retire-
tett systemisk in whIch they art mUmbers.
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51. lost 11ubli1c etttployces tire well ttwaro tit hilt fact that bvslstw eitil-socurity
bve'etis go with theiull ftoitt Job to jilt. Althtough tile tuveuteout tof Nvorkers is tiot
great ill relative proiwortimus lI'tWeell thle SeVeral 812tt. aIl ulic1I etttplOyee0S WO
rt~cguida that at floor t'ets ito tb written iuer anty Mud kif local or NState, retirt-
ittt pjtit so that thek worker rwebyes ait least itixase uthtiuntt t tecto It hto
leaves at pitrtit-tiar jilt and moves- Into either another area tif work or at iliftt'retit
pgaphical or lk'lbt Ial arva w~hero is former retireuteut pi'ottvtbou wowild
tvase. We believe that putbilc employees aro a-A able its anty thter occttittiiotl
group tot judtge% for Ilhvwet seve whet iter they would mdlivittn Ity teelit tMoir owtn
locval teil reuetit systems by tlt%' etesom tiot social security to theta or whether
it would be agattist their West itultrstt ito volte thttetuselves 111tt Isoclial setirbty.
Cetuiatuy. sect itl 21S tit) ki provides that b'rot(itl with 1 th ie t tet
sligzosted alkove coucti1tig tIaltottuig atid Who thle Voter shall lbe) to anly pabliv
emuployos' ttow c"overed by at local or state% retiretuett \vstemt. (ltt Iltat basis. wki
%irgxe tavoratile ceustderat ion oft thlt type of lwrojkxaut utade tin moti '-'1 oft

i'ltese C llttttivatiotlS hlow ouir deep desire, to extold stitl 50m'it-
It V tti Wo lt1VI't ii IVeSkt sVA10tt5.

WV -It rttt i t a li coultaitoung tvost pi-tvisious, will bw tidopited.
Ilt10 01ARlNIAN. (hii' Ilt.Xt WitlWlSSis rs Dorothy shally Lowis.

STATMENT OF MRS. DOROTHY SHANLEY LEWIS, CONNECTICUT
STATE TEACHERS' RETIREMENT BOARD)

Mms 1Lt-Vl5. Mr. chailliall tllld lkllietl of tit,' 'olklllittkt'. 1 11111
1)IOtil Nt~ . %1. S11111l107 iA'n iS. k'Xk~lltiWe SeelvIAtIN Of t lie 'V1'et"s
Ret ilelllelt Board of ('ouulie ik-ut. I have beeni requeiksted by thle ('onl-
necticutt F~dueat ioii so it onttid by tvaiilet lp elitat iies of tie
Iceaiciers* Vletwittt Asociat loll to appear before, voiti' cotlmlitteve
as Onek of their splokesmuen. 'Fitel Connelcticuit 'Ieihi' et ilvcillt
Board litis 11athtot'ted tilt, ito appear mnd ito rotider whiatever tissistainco
1 alt to the lIA1t)O teachters ill prsnigthiaeto youl.

,i'tt 1tvtiot, of thet Cottttect icut ''acltels* 1,et irtimmt Assoviat itn
mmittbtig 14.000) would liko to go onl reord ats appiovwing the point of
Vie-w ill th10 field of so0it1 secl1trit kxpresse-d to voll itl detail by1Mr
Johni A. Wood 111, of New .lersoy,ilio app&'wared beforte you dilriuig
tte last week aw. elitait-tan of thlt legisltie1ltllti 11ttee olf the Nationlltl
Coutici Iet'ecesRtiteitof tii N aticintil Educat ion Asmciat-
t ioti. Palttictlhirly, the, t1ulbel's wish to record their approval of
tt, a1ltinlit, ito wtioli loi of 11. *B,. (1000 as li'Opowld by thlt Joit
cotuittt e of Plilic Etmplovee Organiizatiois which, jmovideas for
tilt, excluisiotn of putblic vtttployces" ill positions altvady covered by a1
ret irellttent mvstemt.

Trhis- actioni was titken following at seriolls study of thet bill anid ill
the light oif ae-otuiphilteltts inl the field Of t~leher retiretnetI~t to daitei.

ic. first, recorded1 account Of tilt, teacher-welfare tuovemitnt primii-
tive though it was, xemil ill 1811-until tiow, after riuarkabie, pros-
ress, 1 stalte-wideo 1,tllvltit systeml is mla ilit it iud inl overv State lit
thet country. 'l'llere. is signlificanlev inl the accoutilt of tilt bkeguling of
teacher. welfare ill thek efforts of a small group of teachers who col-
lected funds fotr the burial of one oif their owni who had dlied des4titt.
PerhIapIs it is al ftlt' cr-y to1 thek Well-or-gtiniTAed poetsOf todayV-
bilt, kilrg1Ii to rvd tilt, decencies of life, a recognition of the i'l-

itite ee, i tday(io sulof hetoaheretrenen pogrm.Ever-
constat stittdy tid exiiorietim, together with the highest type of
actuarial gidialtek. have bein thet mens of (levelopig in this tcointrv
a111 adeqtet teachers-' reMvt iei t zet of basic, printoples for somlid mnil
lastinig retirement smilrity.
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of rt't ivietWuta s stt'is- 1 -1,0t) tif t hat tItIIII.titrare ill 'otliiett iclt tiui,
bectalist' wt' lkayt' onte of t(le oldest est ablishied rt't irl-velit sy't tis ill
thistoittiy, 1 aisk t hat youl retle't'. a uoitit With Iitat.

'lie ('olua'etticut lawN wats ettuttet ill 191"t, rlait 'iitd lIr riwly oilt lie
A1isiliuiset ts ret ireii't Ilm of 019 i1-1 whichlilts tit Ia' tlst Hlitiou ofC
beilig th lit , iStctittifialilyv conist ructte It'tl 'clirs, rt't i reiiii sVst t'ta
ill tis t'tIIII(iti'.

ACOrld jug to hi wv, illelibrlih i p ini te ret rveniit syst t'il was itiatiti

firs(t t hut' sitie li917. As it miat ter of fact, illlit'i hlip in ft'e syri eti
wits 1111dit colit ioul of t'uuploviaIetiit . o i'I s i'ltiV i'

Tlhere'fore, ill 10117 ,yvou tI g tvtil-ivid tor (1 is slwlvr ~
sliperi ltit lt'tmit texpla in thln thlit St ate oif I'till ta't it'tt hota it retilt a

(let hid' iou for t I lit' olt I aigo. t hat, i It t'a' 35 Nyt'lltI" of tel t'o'hitig, tilt' coulId
ret ire votiltitari lv. btt tiliit t ltt' wotuldl he'xlii'ttt to retiv l tit 'it 70.

hlitimin ii tvtittberl. 17 Olet first ret ivrttaiit dt'tliti s lititn thli
so llkrtts of thletse te'la't's were receivedi ill thlit St itt t' et irt'util tutit'.
'1'ltev hitive totititatetl ]low for' 33~ yelu's. W'ithi fli0 plssilg Oft tutu'e,

ing havoc voilt' to reTCognizt' thot ftresighit of thost who testablishedt it
sNystet'ti blitstt oil soundiprttile--a ttt till, alt ott l.i systtetm wtuilil
hr, atit lt I'lIit't ioul Of tlt tt'riii. 'llt'v rt'alizt'd tilit' syst t'ti hadl op.-
vte d tt stievtssflily tl1t6iti, till thleste 't is til hot dl tetacheris hiad it-

Iit t'i systt'tii wvheti platiuitiig ftitliiolt l ige' Th'e progress ftl' Yt'sIter-

ito itriotiit thte ititloinlit (if t i' ret irt'toi'li llowiltwt' to wich ttti lm
Wtutld bte ilt it ledt, 41litl till Othier' provisitons wt're basetd tuil this attitiltil

Tl't ret it't'atit systetmt has talittht lilt iliilt' itmpression otl tillt, to -
ilotiliv li fe tof ri ey teat'lit'r ill ( oullivit tt.

ut ts of totity, Ilitiny iniv itlttil s.
T1o its, tilit' t hreat tif sot'iit-st't'ttity t'.ptttisiott hils evter so t111t0tl tort)

si ,Iliticitliv'e t 111ti wais e'xpretssed t y lit sptihestittttt tof t lit Social St'niitit y
Admiinistrait in iall llrt'VSs lot long tigo whlt t-eferritig to filt' tolso
of stiii-s''iit'ttverogve of puic it p t Wile'ts lit0 st iteil t mit they wtvv
ittitithlig it is till tto tiit that ytiut t'attt plt'aitst till of t hit people till of

shioldt Comle ht'ftie you saying, ili effect, -No, thaiki you. wi' dot not
Wish to be% incthltded Ill t him phliig for' its." Wi' hitowN t hat sillggt'.4-
tioiis for' thit sttpeiilttsilg oif lot-o it lit Stilti rtirt'tuuit Iieu.'lIts oil
host' (if stiatl st'cttrity trt' imiprtact itcal arni art' ftaiuiit wvith Itiligt'i

tit'ihv Iits stieit'h t lltti fot' its t'tii )hoyets bt'caitst' I hety hiitvt tIo
thain'ono finittleial ftattor iiivolvtd )It' as profits, itit'oiiit-ttt \ t'oit.itl-

tilt' ttix I)lyer hits jllst onet , 00111 Whut icih to draw. uit~l wte bt'hitvo
hlilhts Ittid to rteach too fiti, too) nitli t illt's, ito his pocket ill ortdtr
to e'xtratu tilt% Cost,
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1 T11fep such c0101111(111, it is lit terly itliossibIo ti liuillatei social
Scoorilitv olljcct ively or. its at ki uil of silbst ii ate. lit) mattIer huuw wvell-
luelmlog tit pr oponleots of I ho hill Itov ye i'.

Wk. tile tot so 1iuichl'ivu'rui' ill whalt 5001)11 secutrity NVill do for its,
hut 1111 her ill what social security will dto to uts.

fllh~ 11 Ib1jetive's of poli-eopoyt'rc reo t.jiti re di trerent
frt)))I I 11)50 of sovda sm-1urit v, lkitu) right ly So. hut t hil 80oia 1-sveliit y
formuiula, of aic'essity, is ruttier ili hile': %vlkil Ii' eldik ludvt
fli'iitiihi is flexible. and(-lilt 1)0 idlltid 1)0 tv ie i s lttid remlirvt'u Is
If at part itcuho1 grolop. leal'etiioi Syvsteouls weo~l SO' Ill) ill

thte first place, to icoiiid t asitigle W'llpat ioll whit-h is highly
selectlive ill its lwiiI5Iile~il, lo11t tlexilolily is poussile for tit varyinug

needs 11111 coditeiius of i tio 1)1. 'Flie sorvivor-ship luetielit s of so16ial
stulIitv dto not hanVo venerla I appal for 1toeouhc1rs of tlit, teachliuig pro-
fessi on where iplplt.x I loel y SO) p1%i'reit are wolivil.

1111ds t ies) t0aiv ot ho'r olijvei'c ) Io0 tilt' proposal could ho, 1eni-
t0110(1 ill dot itil b;ut, sioceo yoll ha1vt' hoard t twin a1leady, t here is Ito

liil for topit iOll.
W'e pray for (te aihoht iou of thev proposed aiaeiiidiiuilt to 11. II. 110110.
''lhe ('.iullN .N. Than11k %-'oo very mtouch for your aillikitilP.
Wo have t' s ouir next. wvit itess Alis's Fvnn sseyCiiy

STATEMENT OF MISS FENNESSEY CANTY, CONNECTICUT
EDUCATION ASSOCIATION, HARTFORD, CONN.

Alis ('.ANrV. Nil'. 011kirl1111tl 111 liiliht'0S of (ti voiiaittve0, 1 11111
Fennemse ('alit1 v. immeiteit past pritsitiit olf tht' Co li~t-li wt Fl"Mt-11
tion Associat 11)11 atnd app)oi tit 01 b.% 1ht' hoard of tlirt'ctors (f thatt orgali.

ill (Ito W'ilIny II igli St'htitl (If catl'l loilO.
First (if aill I wold like to ntakt' it, clearly that wev (vtt'iters ill (,oil-

lietictit. 1t'llhim. tilt merits1 of 11. It. 11111)1 ill thait it providesSwoial-
5t'ctitl overage foir tlt1111y whlo (it) hot notw 1111o V t iti coverage. 'I1lt1t
is 11111111 to hos dt'sirt'd. .1111t wt' tt'atliirs ill ("olilt'cticuit liavt it good
ret ivl'lilI SyNsteml, a111( wt (tot nolt witlt. to ho inclodi'd ill (Ilt bill.
Ilt'nct wt' 1110 iiaskinig for tit uitnhot'itt biy which we will btoe txeltdetl
froml its provisions.

As Mls. l~&'is lhis tbk) vol, our1 ret ilvilint Systtemt wits t'Stltllishitt
ill 19117. It wits libeil-I zt'd ill Wtl13, anld it. ntow% provides th141at it telit'hi
Itiy, *ixttw 3N~ Vt'rs (of service', ret ivo tt 1 Iivo it l rtioileilt allo(w-
1111ce wihel will he V4111111 to bLi percent tlf hter average zsillry ftr the
5i years, prot'edillg ltt'r rot irenmt. 1111der 8t0611i seectrity t'lerms
would not. hto tligiblo for bt'nt'tits ittitil aigo 115, 1111, of (ollrst thlt
bonotlits will not bt' Sto good it', they tIwo undeltr our0 systvln.

'liltoril(o. Whalt. is t ho lverlg Sttlaity tof bters ill Collt-
nocticutf

AMiss ("At- v. 8tllitor, ill the high schools it runms fromt $.1,600 to
$4,000 its it umitx ililllIn. Tlhttrt' al-k it ftew j11llcN ill f.'tlillecticit wht'rt
tit' liiilillim is higher. thlu thait. About $4,600) is the top siaay fil-

Stenator hotlat. Whiat wou(1ldltl say wits tilt, avt'itgo payN of thi
colitlllhl School toelit'lr, im-lt'htilg gratlt-scltool 111td highl-school,
teachors?

SOCIAL SECURITY REVISION
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Miss CANTY. That would run around $3,500, so that 55 percent
brings them up to roughly $2,000.

Senator Krrin. What percentage of cont ribut ions is madel
Miss CANTY. Five percelit.
Senator Kh.Ri. Is that. matched by the State ld ti he dist riot?
Miss ('AN'ry. That is matched by the State and the State inoW lltS

upi more than that. It puits up whatever is necessary to insure tht.
the pensioner shall have a specific al lnlt sich as 55 percent. llfter 15
years of service or .10 percent. after 20 years of service. One may ret ire
after 20 years.

Senator KPnIt. Are the cont ribitt ions develoled into a reserve?
Miss CAN'rv. The aliment becomes it reserve, Senator, whenI tIhe

teacher is retired. Then tile State mpplopiiates a simlliiieil lllllioult of
money, which aniount is set aside for the niorimail expect aicy of that.
teacher's life so that she or lie is assured of that amount. of payment.
It, is not a reserve system ill time true semise of the word, that is, that the
State colstanitly reserves ilt miniolint for thatii partiellat' teacher. lit.
the reserve is made lpon tho retirement of the tmeher.

Senator KERR. Thank you.
Mis CANTY. Of course, we have rilized thlt temehers' salaries havo

been low, too low. There has been iiprov'miiemit; there is room for
more. Therefore, it can be understood t hat teachers would not. be ill a
position financially to prepare for their retirement after 35 years of
teaching uniless there was a substantial retirement benefit, from their
existing retirement system.

We differ from many workers for whom tile soeial-security retire-
mentita go may le satisfactory. Our work is with young people,
,children who, chronologically speaking, are just as young today as they
were the day we first stepped into our chlssrooniis. Sometimes we have
to think about that. Just its individual States are in a better position
to recognize the problems and requirements of different groups of
workers in various fields, so Connecticut has recognized time desirability
of keeping before school children an able and aiert grotil of men a1m1l
women teachers. And so it, is providing a ret irement systemi by which
teachers may be induced to retire before suirannuation overtakes
them. Socitl security, on the other hand, provides benelits only when
superannuation may be said to have arrived.

Of course, we recognize that there are individual differences in
teachers. Some of them at age 65 or thereabouts are remarkably able
and alert, physically and mentally. But in view of tie present-day
reqliiremnents of tosolling and the ever-i increasing demands that ire
being made upon teachers due to changing home conditions largely,
we are of the opinion that not many teachers will be able to supply
right up to ago 05 or later the necessary nervous energy which teacluing
consumes. So it is now considered good educational practice and
procedure to try to induce teachers to retire before they break under
the strain of their work which is more difficult than many people
realize.

I would like to point out that many tehers in Connecticut who
are counting on oiir retirement system lave taught throligh two world
wars and all that that implies. They have stood by the profession
down through the years, and I can truithfully toll you that this pension
allowance has been a beacon light which has sUstained their morale in
difficult times.
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From those already pensioned I should like to say that I have re-
ceived soine pathetically anxious letters, letters whose writers seek
assimre tlht. tleir pei sioi allowances will in no way ht diminished
by H. R. 60o0.

We feel that H. R. 6000, is it is niow worded, does o)t protect the
pension rights of our teachers because those sect ions which seek to do
that are rather viaigue, in olr judgiiieiit. For examiiiple, with regard to
the refereilduii. t hlert is 1o Iclear provisioni that teaclit'rs could vote
as a separate unit. Furherin)we, tlere is a provision that two-thirds
of those vol ii' awvollld deteriiim, ilit decision: whre'as we feel ti at
least two-thir-'ls of t hose atrected ought to ilikke the decision ili at-
ter as vital as this.

Assuming that ati agreeneit. were entered into, we tilnt that dhere
is 1o provision which would take 'alre of tie aisse.s.ilelits already paid
in, itInd lot) provision which would insure that those that are retired
would receive what they are mw gett in.. heree is no provision eit her
for t he teachers who w ld not be 65 veals of age but who could retire
under It State systenl at a lesser age: What would happen to theil

Tile bill is so'oosely worded tiot platters of interprelation aid im-
plementation would be left. to the discretion of the Federal Social
Security AdimiIist rat or.

In view of all this, we respectfully ask amd earnestly hope I hat your
comniMittee will make such an amenidment as is iiee.ssarv to exclunle is
from tile bill. We leave it to your judgieniit just how thaut alieluldnllet,
will be worded, but, we are SUpporting an amendment which has been
submitted to you. In all fairiiess. we feel that we ought. to be allowed
to ha'vo the benelits of a systemi which we worked so hard to have
established and which we fhave mailitiied down tlurough tle years.
We (to iot wilit social secinit y.

'1he CuAMRMAN. ''liauk you very much for your statement.
Miss, CAN'rY. Mr. ('11irni, may 1 express, oil beIhalf of those wholly

I represent, our appreciation for'the privilege of being here tt this
hearing.

''lih CAInRMAN. We are very glad to have your contribution.
Our next witness is Mr. Milson C. Raver.

STATEMENT OF MILSON C. RAVER, EXECUTIVE SECRETARY,
MARYLAND STATE TEACHERS' ASSOCIATION

Mr. RAVR. Mr. Chairman and members of the committee, 1 amiu
Milson C. Raver, executive secretary of the Maryland State 'Tleacel.s'
Association. I am appearing before your comnmittee on behalf of our
members at the direction of the executive and legislative committees
of the association. 1 have also been requested to speak for the MAiry-
land Educational Association, an organization of the Negro teachers
of the State. 'lhe conbied membelrsliip of these orgalizations
represents approximately 90 percent of the teachers of Maryland.
A letter is attached to this statement certifying tlt. this group comi-
cums in the statement which I am about. to'make. There also is at-
tached a letter authorizing me to s!eak for the Maryland Classified
Employees Association, ropresentiig a majority of the State em-
ployees in Maryland. I, therefore, mum appearing before the Finance
Committee on behalf of a large majority of the 18,000 public em-
ployees in Maryland.
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The salary base for the calculation of benefits is, of course, under
It. R. 6000 based on $3,600 a year and in accordance vitl the pro-
visions with which you are familiar. On the other hand, the fornuila
under the Maryland retirement system is the average of the 10
highest consecutive years. 'lile alplroxiniute formula is the nunbewr
of years of service divided by the actuarial figure of 70 multiplied by
the average salary base.

In comparing teie contribution of employees, under th social-seviur-
ity system at present the contribution by employees is 1i/. percent, wvliile
under the Maryland retirement system the rauig is fromt 4 to 5 percent
based upon the ago and sex of the teacher. Tlhe future estimated
percentages under social security are 314 percent as against .4 to
percent under the Maryland ret irement system.

The contribution of employers under social security at present is
1!/: percent, as against 6.806 percent. uier the Marv'lsul retirmeit
systui. As has tlreViOtisly bwen brought Omit here, 'lit is duet to lie
fact that ours is a fully reserve system and the various contribution
build up to that, reserve.

Senator Kriun. Under your reserve system. doe.s the State make its
contributions annually by contract or by legislative emectient i

Mr. RAvM. By contract, sir.
Senator Ksi. That is a contract entered into between th i teacher

and whomI
Mr. RAvE I. The State of Maryland. it addition to that, out' Mary-

land State Constitution lprovidis that any slatutie on the books pro-
viding funds by contract. must. be met by tie Governor and tie general
assomblv in the annual budget unlh\,t hat law is removed. In addi-
tion, thee contracts in Maryland have been tested through ou. court
of appeals and our stipremte court as a contrtiual obligation for aill
of those people in tie system.
Tie future co uribut'ion of employers tinder social security is to ho
.1/: percent as against 4 to 5 percent under the Maryland retireenitit

system. In other Words, wenh the rtservo becollies buiit up ti State
will just match the future payments by each emnployeo.

Tihe cost of administering the systems on a total collection basis for
11)50, as I gather f rom the reportei'l testimony here, is 2.6 percent nuder
the social-security system as against 1.03 prcent.under the Maryland
systems.

'The cost of administering the system oi the basis of benefits paid
for the past year, 1949, under the social-seeniity system amtIounts to
8.8 percent, but only 3.24 percent uider ti Marylad system m.

'h optional retn'ement age is 65 years under the social-security
systent, vhile it is 60 years or tifter 30 years of service under the
Maryland retirement system.

With reference to thde type of insurance plan, under II. R. 6000,
there is provision for the payment of specific benefits front amumal
estimated costs, while under the Maryland retirement system there is
an actuariallv sound, joint-contributory reserve system.

In connection with optional benefit *, under 1. R. 6000, there are
none except secondary benefits for survivors, as against four distinct
options under the Maryland system. Those aro a maxinmnim life
acuity with all Payments ceasing at death; (2) a life annuity with
the balance paid to any named beneficiary; () a life anulity t
the insured with a secondary annuity for any named beneficiary; and
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(4) any plan ap proved by th) actuary that is equivalent to tile joint
cotlt it lolt s 1ius interest.

'rile ininiiuim primary benefits under social security are $ 5 a
inonth, while under tini Maryland system them, are net'. hero the
retirement pay is dependent on years of service, salary, and
eont ribut io1s.

'l1h0 maximima primary benefits 1un1der social secu-iy am 11ou1nt to $150
per month per family lmtt not more1 than SO lercelnt of tine average,
monthly wage. There, is no such miu nude tile Milryland
systeni. It depends only upon the total etiretneitit allot ment anid tilk
olptioli chosen.

With remrd to security, tin' system under 11. R. 6000 is subject to
annual act ion of Congress dependent upoti political implications of
vested rights versus it restricted Federal income. Under tie Mary-
land retirement. system, there is a cotill rai ual obligation of the State
already tested ini the courts and based oil a reserve set aside to
guarantee benefits.

Several very real dangers to the existing State anid local retirement
systems will hel) present if LI. It. h000 is passed with the provision for
voluntary coverage by referendum.

It has been sugg,4ed that l)uhlie employees might have both, but,
as pointed out above, tie Marylad systems are reserve philis based
entirely oil an actuarial calculation in the Irchase of paid-up insu'-
atice. Administratim of the plans is ititder the jurisdiction of the
insuraico commission of the State, ats bound and directed by Com-
moniweath law and under the supervision of it qualified actuary. By
eoltrst, old-ago and survivors instratco is not based on reserves
actuarily calculated but upon the annual estimate of Ilmoneys required
to pay for certain specific assistance privileges. It is difficult, if not
impossible, to conceive of the former system teing suIperimlpo.sd upon
or coordinated with the latter plan, since onte is closely controlled by
State insurance regulations and represents a tested co(ntractual obh-
gation of the State, and the other is not.

The State of Maryland has contracted to and is contributing annu-
ally almost $5,000,000-$4,985,355 budgeted for the year 1950, for
18,000 persons-to the retirement systems of public employees and
teaches, a total pay-roll contribution of approximately T percent. It.
is extr mly luuhkely that this sim could be increased by a further
contribution of 1/' percent, or 31/ percent. by 1970. A State contri-
bution of 8 to 10 l)erceut of total pay roll is inconceivable in order
to rovide dual beneiits to all public cuployees.

Furthermore, public employees and teachers cannot afford it fur-
ther reduction in their net, tatke-home pay it. tile present cost-of-living
and tax-burden levels. As has been brought out in earlier discussion
by members of this committee, there is little or no relationship) be-
tween contributions made to OASI amt future, expectod-but not
guaranteed-henetits. Under these conditions, it cannot be argued
that such contributions tire delayed income. I also wish to call your
attention to revisions made by the Congress to the social-security law
from 1939 through 1947. in addition to freezing the contributions of
employee and employer at. 1 percent each, until Jamtiary 1, 1950, the
benefits were revised. Although tie ptast changes favored tile em-
ployee, future changes might just as well )e expected in the opposite
direction. The relationship is, then, only that of a pay-roll tax,
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Safeguards intended in the. resort to a referendum for vollltal'y
conpacts with the State tire iot present. Represcntat ie l)oUghtlon. ill
Report No. 1300, which accompatmied 11. R. 00oo in tl, Hlios, said:
The provision for a reterendtillt Is itelitded so as to assort' those coverei by

adetquitte exlstitng syst,1t11 (slits it ttremen, polikvinet. aid teachers) that
ndeilutitte safegtardis tire presetit so that tit'l" prsealt tvetsiol pati', will lot two
destroyed (P. 11).

What sa1fegualds ire present in tis provision to prevelt tle several
States from tchoosing )ASI for till futtrve elnliployet fs i I 1Nay
interpoltte there, 8enltitor (eorge, Vot referred to tiat tod y. ro the
coltiry v, it 'erv Irel dan111ger, to tielt Coit act tllI rights of tle Ittulliltl's
of th existing State tit1d local systems is implied ill sect ion 106 of
the nct, litr,.4 20 to 21i, page 8-2:

(1i) an oplortutity to vote slit.t referetltin va.. gIveni to ilt,
Individuals Whto onl such date were 21 years of age or ohltr and were receiving
lIprlodle Itlymnlts utntltv such retirviutit s steita.

Siltv tiles hellelieitiies cold not lotger qualify for tily CO)nil par tile
benefit under OASI. wliv allow them to vote unless it is iiss,,ed til!
their 'ot(ract tiltl oblig-atii5l atre involved.

Apart from the imlilicat ions expressed above. there are several ot her
retisons why we believe prov ision for i referetilun is da tgeroits. The
reqiirenient of ti two-thirds nitjority vote does not prole"t. the rights
of the resainitig onie-thit'l who vole igaillst. the volliltar conipat.
Insofar is this phase of til, tct is conIcernIel. the requieintt might
just as well have lellt a19) percent anjoritV vo, Tl'he tilthl actild-
mint to tho Federal Const itutiol pmxtects" the right of cont ractutil
obligttion to every citizen, not just to a two-thirds niajority who
t1t11 or tty lot vote to dalndoti their vested interest it it coanpact
wit'h the State. I Iuse the word "ab htion," tidvisedly sinev, for tho
reamns given above, we cannot expect to have ot h.

We also believe that the 1UtollOlly Of the State of MarI'VI|land would
be impaired by living its employees and officials look to the Federal
Government f4r" their retmietnent'allowitinco iti exclnge for a piy-roll
tax or deduct ion of salary. To make State employees deptdent upoi
tilet Federal governmentt. would render thet Mt least partially stil-
servient. to this body rather titin wholly to their enlployer, tht, State
of Marilhtid. Of course, this argument does not hold iti States where'
no ponisoin or retirement has been provided by thl State or local gov-
ertnenlit, Since, if the employer las filled *to set. lp such sck.urity,
whieh should le closely fied" to the elplo.vecs,' comi'nltation, tfle
worker should have recours to Federal social security. For this
rellson, we ire not. asking for exelision of stch enloyet\, not niow
covered by peiiaioii or retirunent plans.

Teachers in Marland and elsewhciv in the Nation ltvo already
been subjected to ij'opagultd pressure front agents of the Sociil
Security Adtinistration., I would like your permission, Mr. Chiir-
man aid members of th committee, to submit with this statement
it sworti affidavit. illustrating how this propaganda was intlicted on
ote Maryland school under the guise of explaining the sotial-security
progrini to it pupils. I wisl, also, to attach a1 letter from the execu-
tive secretary% of the Oklahonma E ucntion A.,ociation describing tho
promotion of tOASI for the betefit of teachers in tht State. I u1der-
stand that previous testimony by Mr. John A. Wood Ill , reprsent-
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ittg t he Natiotnal tCollitil (III '1ealeher Ret l-irett lilts lv'eu giveol

aII,( httve one t' her affidavit votteviitg Mr. Wookd's, testiiottv
wich I wvotld like to intsert. itf I ttaN ,10etttteeruit t he Ilodlel hill which
I tmi'tt id th It'(olteil o'f St ate tlovt'rttettts lits pivilareti for t his
ptermitissive' legislat ion. l'Tat ailtda it lahi s (ilhtt such it bll 111- lt'~heul
prepa'tred within thte help of t he social secait v navev anid lias hieeit
stibhiit tedi to t he various St atets.

rThe C9. nw TtAi~ . Ihe lett ers voil Ita ~ referred t itt noNtu'i stateet
will hb' inviluded ill thet recordllat this, polite.

'lThe let t ers referred to are as. follow\s :)
NtliuVt AxM' Eclt it%~I Asmt.% I itIN.

A /ctrli'.lit.. Pt brullyItj, 0.10knt.

NIr.NI i' to V.lti Ittv Ft.eSae tka ita t~eettlea:daik'yi'Ii

*I'itt lastitt Ilt (ltu Sta te. ook ti titiisi tit i't vitt- ti' atii'adrelti tit il~

l ettr' m ttitil t t 9 ept' yot Iu iitttlit t tll t t tt ini. ete lilts Senaktg Fi ituiv Com-
Ct'ituerelmlvtte to tteialt' ktit t t'll se coittit, te.111lk vlpoye;

11'qise ity tt l tti t stexcaue ilet 11111aVrilip. wev Ila oitore.vilb t vl

Slutei'ly yirs.

AtitYLiN i 'i.ist V1 trtF1'D Eitt'i trs ASSWc ittiON. IV..

Mtr. NmistN ilIt-vv,
M11,1011#11n1 State 'Iuachcrs .Cqsttvia jttti. BlilifitrchAM.

altitear Ieirt't tilit%' Sptule tittait Cmttt iN' lit l tit% liar falt, tit tippitit si'ttu'

tift lilt%' lttieacerts tit Nbrynud.

Itevit y. th it'exe'cutiv li'emittiv te ofit the Mitryltiu ttastttit Fatltityees A".ti'

'T'Ittsp eittlyees o titit Stil% oftiti'ayititit ti'ttevi tita tite ttrest'ttt Slate etti

aittt thattt xuimixttslig soit tseitty coveigw tilt thitr prnesettt tel lrttt'tt

lt tit' ptresentot tai oftilt advilunti yset attitt t'vet'ataiy matke' tilt' ctittilit
etist protihtitive.

Foir these rei'zsz. this itssoclttti' roqetilet tht \tilyt State' tti itlvixtoletittt

'1Thanik piml ftrt' it verty ren t'aI snttiv lit thts tatter.
tSineltn'y yotrt.

RENT. S.it NSON.II. VJtvvMi.

sevItIrII .11(wtt fillt Shift- Totiet' Atstldhitiot Httlimotr, 11tt.
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social-secutity office In Hagerstown to speak to one of our classes in connection
with their study of the subject.

I visited the class when addressed by the manager because I was curious to
know why he was anxious to speak to high-school classes who tuld not be covered
by the soclal-security system. During the course of is talk it became rather
evident to me and to the teacher ili charge that he was propagandizing for the
extension of the social-security system. Statements such as the following were
made. That all teachers will be brought into the social-security system next year.
That all farmers will be brought into the social-securlty system next year.
That social security will eventually cover all working people because they
have proved that they are Incapable of providing for their own retirement.

The teacher 1in charge of the class and myself accused the speaker of preaching
social security for the purpose of increasing the size of his department; this lie
dented, but admitted that It would be to tis advantage If the department were
increased in size.

I feel that you as secretary to our association should know about tils and
that we as teachers should be alerted to the fact that we may be propagaudized
into something that we do not want.

Very truly yours,
FRFD L. EAOLE, Prineipal.

Subscribed and sworn to before me this 1st day of February 1950.
ISEAL] Doass S. Dra.L, Notary Public.
My commission expires May 7,1951.

OKLAHOMA EDUCATION As88O0ATION,
Oklahoma City, Pbruary 7, 1950.

Mr. MILSON C. RAVFs
Executive ecreta'y,

Marliland 8Sit Teachers' Association, [tc, Baltimure, Md.
DEAR MILHON: Tilis will acknowledge remeipt of your letter of February 2, in

which you make hnqtiury conLcrning souse activities of the Social Security
Administration and the securing of a booth at our State convention. Quite
frankly, I did not know anything about the booth business until it was called
to my attention by Mr. Black shortly after the meeting of the last State con-
vention.

I found out lihat a (lay or two before the convention, which was held October
12, 13, and 14, :1949, Mr. Meek, assistant manager of the Oklahoma field region 8,
whose headquarters seems to he in Dallas, cattle by and asked for a complimen-
tary booth at our State convention. It tlls been customary for several years to
furnish complimentary boots for such organizations as the Red Cross, PTA,
Gideons, Girl Souts, etc. Mr. Howell, the assistant secretary in the office, talked
with Mr. Meek and told him, that if a surplus booth was available that lie could
have it without cost. The day before the convention Mr. Meek or tits repre-
sentative contacted the lady who Is actually in charge of the exhibit section
of the convention and again requested the booth, unii since shte had had a cau-
collation, and since she had had Informal.on from Mr. Howell that lie thought
it was all right, she let them use it.

I agree with you that the Issue is important to the teachers of America. I
don't know that the information given above is of any value to you. If it is and
you will wire me, I will compile the facts as outlined above and have then
notarized for your use in Washington next Monday.

As I have said, I knew very little about tills particular activity until it was
called to amy attention. Please feel free to command us if we can be of any
assistance to~you In the presentation of this program.

Cordially yours,
FERMAN PHILLIPs, E.rccmutivc Secretary.

To lWhom It May 0Jonoern:
The undertIgned was In attendance at the social-security hearings before the

Finance Committee of the United States Senate on February 8, 1050, when John A.
Wood III, a witness, made the following statement:

'"he legtalktures of two States, Oklahoma tind Arkansas, possibly others, have
been persuaded to anoopt laws which have been admittedly prepared by the staff
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of the Social Security Board as model bills which would enable these States and
their mlncipialities to enter Into compacts with the Social Security Adminnlstra-
tion for the coverage of their public employees under the old-age and survivorship
Insurance provisions of the Social Security Act."

At this point in Mr. Wood's testhnony lie digressed to ask that the word
admittedlyy" (second line in the above quotation) be changed to "reported as
having been" since he had not been able to elicit an admission.

Tie undersigned understood Senator Kerr to tell 31r. Wood that tie Governor
of Oklahonn had told hi1 that tile bill passed in tlkihllonni lail not been obtained
from the Social Security Board.

The nde signed took the responsibility of Investigation and discovered the
following fiets:

1. The Oklahoma enabling act (S. 11. 1241), passed by th, 11)49 legislature, is
Identical with the model bill distribled by the Council of Stale Governments,
copy of which may be obtained front tihe Washingto ollce of the Vci0iil, 1737 K
Street NW.

2. Members of the staff of tie Washington otice of tie Counlcl of State Govern-
ments informed the underslgnued. upon personal interview alt I :55 p. Ii., February
9, 1950, that the council had prepared a model bill to enable the States to hiple-
alent social-security compacts to cover public employees undr old-age and sur-
vivors Insurance: that this Iiiodel bill had not been included in the booklet of
recommended legislation distributed to State governments last year because It
was premature since Congress laid not yet acted to aniend the Federal law so as
to make State action possible; but that the model bill was available to those
interested and was split to some State governments.

3. Upon questioning as to the persons responsible for drafting this model bill,
the undersigned was told by Staff members of the Washington office of the Council
of State Governnents that the legislative drafting staff of the council is composed
of legislators (or legislative representatives) from the various States and repre-
seintatives of the Federal Security Ageney. Specific mention was made of the
lslislnllce of Wiliur ('olien lid his staff. The bill was originally reproduced in
the social-security office and cople." sent to the Council of State Governments for
distrilbtlon. The further information was given that all model legislation recom-
mended by the Council of State Governments Is drafted by representatives of the
various States and representatives of the Federal department particularly con-
corned.

4. Mr. Charles Allien, executive director of the Teacher Retirement System of
Arkansas, Informed the undersigned that the model bill from the Council of
State Governments had been proposed in his State but before Introduction into
the legislature had been subialted to him for his opinion. Seeing in the model
bill the threat to public retirement systems, Mr. Allen suggested changing the
council's bill in such a way as to simplify it generally and particulary to excude
public enployes who were members of existing retirement systenis in the State.
Act No. 305 (Arkansas Laws. 1949) is, therefore an outgrowth of the original
model bill designed to enable State acceptance of social security.

I. Mlndalline Kinter Remniheln, assistant director, research division, National
Education Association, 1201 Sixteenth Street NW, Washington, D. C., do hereby
declare that the above Is a true and accurate report on the subject in question.

MADALINE KINTER ftFM MI.EIY.

Subscribed and sworn to before me this 10th day of February 1950.
[SEALJ MACIARE.T E. LANE, Notary.

My commission expires May 1, 1954.

Mr. IAFvpt. The public employees and teachers of Maryland believe
that cratdle-to-the-grave security for every Ahterican citizenapart
from his ability or willingile s to produce-is an unjustified social
experiment. They believe that their own splendid, actilarially con-
ceived retirement systems must, be justified primarily oil the basis of
aii investment by the State to kee l) the experienced, qtialified workers o
the job to produce in the interests of those who are paying the bill.
Likewise, they believe that there is little justification tor proviing
either social security or local retirement for the floaters, the is-
gruntled, or the professionaly iononqualified workers.

60803-50 lit. 2 --- Cl
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Another reason why Maryland public employees and teachers want
no part of OASI, as outlined in 11. R. 6(000, is due to the fact that the
insurance program is tied so closely to the public-assistance program.
Nowhere is any contractual obligation defined for the employee. For
example, I have been unable to find anywhere in Dr. Altmeyer's testi-
mony before this committee a clear-cut exposition of the cost of the
insurance plan to the Federal Government. In every instance, I
believe, he lumps the cost of both programs except to say that the OASI
should be self-sustaining by 1970 when-and if---employer and em-
ployee contributions are allowed to rise to 31/4 percent each.

No Maryland teacher will want to risk having his savings invested
in a large financial morgue of which the chief administrator admits
that 39 million out of 80 million accounts are not currently active
and that he doesn't even know the whereabouts of the covered em-
ployees in the 39-million group. By comparison, the weakest teacher-
retirement system in the country represents a well-defined pattern of
security.

There is, therefore, no doubt among the public employees whom I
represent today that they prefer our local retirement systems to a
Federal plan of social security as proposed in H. R. 6000. This assur-
anoe is based on the great privileges the former offer, their sounder
structure, and the fact that they represent guaranteed obligations on
the part of the State of Marylaiid.

By contrast, no guaranteed protection of the State and local systems
is given in the proposed act., and any conceivable combination of the
two systems is bound to weaken the stronger by dilution. In addition,
testimony has already been presented which indicates that public
employees could neither expect nor afford to enjoy the benefits of both
systems. We are therefore convinced that such a compact, based on a
referendum, in addition to being unsound, would lead eventually to an
unfortunate choice between the State or local retirement systems and
old-age and survivors' insurance.

Nothing could be more damaging to public employee and teacher
morale than to render uncertain the status of the retirement systems
which they now enjoy. Both groups stood by their jobs in areas
where they were members of sound retirement systems, in tile face of
wartime industrial opportunities offering, by comparison, fabulous
salaries.

A critical shortage of qualified teachers exists today due to the low
salaries and otherwise unglamorous classroom or working conditions
that prevail. To raise any question as to the future security of their
retirement systems, even in their own minds, would be to open the only
floodgates which have kept our teachers at their desks in spite of
brighter business and industrial offers of employment. If continuing
to teach is to mean a prospective State legislative battle over the re-
tention of their estate in the local retirement systems, many teachers
would not make this final sacrifice to render service in the classroom.

At the instruction of the public employees and teachers of Mary-
land whom I represent, I respectfully Urge the members of the Senate
Finance Committee to amend section 106 of the act H. R. 6000 as
fovows:

Strike out section 218 (d) (1), beginning with line 10, page 82, to and including
line 17, page 83, a9d substitute therefor the following paragraph:

"(7) Si ch agreement shall exclude all public employees in positions covered by
a retirement system, as previously defined in subsection (b) (4) of this secklion. '
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We join with public employees and teachers and the representatives
of their retirement systems throughout the Nation in seeking the adop-
tion of this amendment.

If I may add one thing further, Mr. Chairman, I have with this also
a letter by way of explanation from Dr. Willard Givens, executive sec-
retary of the National Education Association. It is the final attached
page of the statement.

I should like to say that you have heard testimony by groups repre-
senting State groups, national groups, particularly the National Coun-
cil on Teacher Retirement, as to which I happen to be a member of
the executive committee. And to tie these together, Dr. Givens has
asked that a letter be inserted, which, if I may present, I should like to
add to it.

The CIIAIHRIAN. Yes, sir. You may do so.
Mr. RAVFR. This is addressed to the committee:

NATIONAL EDUcATION ASSOCIATION OF TIE UNIrED STATES,
Washington 6, D. V., February 10, 1950.

SENATE FINANCE COMMITrEE,
Senate of United tales, Washington, D. C.

GENTLEMEN: As executive secretary of the National Education Association, I
should appreciate the acceptance and filing of this letter in the official record of
the social-security hearings of the committee.

The National Education Association Is the largest and most representative
teacher association In the United States, with a memnbership of nearly 450,000
public-school teachers and administrators ilk all 48 States, the DIstriot of Colum-
bia, and outlyltg Territories. It has a subsidiary unit which deals with prob-
lems of teacher retirement. This unit Is called the National Council on Teacher
Retirement. John A. Wood III appeared before you on February 8 as a wit-
ness on behalf of the National Council on Teacher retirement of the National
Education Association. Individual teachers have testified for their local groups
affiliated with the National Education Association; State secretaries have or will
testify for their State education associations, also affiliated with National Educa-
tion Association; and several retirement administrators have testified for their
State or local retirement systems ailiated with the REA's National Council oil

Teacher Itetirement.
The public-school teachers of the country have placed their views before this

committee. The parent organization-the National Education Association of
the United States--concurs In the testimony which its affiliated groups have
submitted.

Cordially yours, WILLARD E. G~vENs,

Executive Secretary.

Thank you very much, sir.
The CHAIRMAN. Thank you very much for your appearance.
The committee will recess until Monday next at 10 o'clock.
During the remainder of the week there will be no public hearings.
(The following letters, telegrams, and statements were submitted for.

thq record:)
BOARD OF GOVERNORS Of THE

FEDERAL RESERVE SYSTEM.
Washington, January 18, 1950.

Hon. WALTER F. GEOnGE,
Chairman, Oownittee on Finance,

United Rtates Senate, Washington, D. 0.
My DEAR MR. CnAIRMAN: This refers to H. R. 6000, a bill to amend the Social

Security Act, which was passed by the House at the last session of Congress and
has been referred to your committee.

The purpose of this letter Is to recommend that H. R. 000 be amended so
that the employees of this Board who are members of the Federal Reserve
retirement system would continue to be exempt from the Federal old-age and

1109
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survivors Itinsurance system like other (overnmnit eiIlohyees who are ineiihters of
the civil-service retirement systeimi. The Federal Security Agency hiIIs advised us
that it Iins no objection to such anil iiit'imiint, tid tile Bureau or the liudget
has advised it thitthere Is no obje'tiol to the suibission of this letter.

As passed by tile House, H. It. (1i4)) alparenlly would extend the coverage of
the Federal old-age and survivors Insurance systelin so 11 to Include a majority of
the employees of this Board. The bill would exelipt all employees of the United
States who are "covered by a retirement system, established by a law of the United
States, for employees of tile United States." Tl' report of the House ('oninittee
oii Ways and Means construed this exemption to apply only to cases in which a
law of the United States "specifically provides for the estahlishnent of such
retirement systeni." Most of the Board's employees are covered by tile Federal
Reserve retirement system, a retirement system which was established under
authority of law but liot by a specille statutory provision. It appears, therefore,
that these employees would not be exempt. Oin the other hand, those employees
who lire covered by the civil-service retirement system would he exemlpt.

Of the 544 permanent full-time employees of tile Board oil November :i0, 1i49,
416 were members of the Federal Reserve retlrenent system and 128 were miem-
hers of the civil-service retirement system. Tils difference in the status of enI-
ployces results primarily front the fact that persons transferring to the Board
from other Government agencies where they are covered by the civil-service
retirement system continue in that system after their employment by tile Board.
The contributions and benefits of lloard employees under the Federal Reserve
retirement system are virtually identical with those under tile civil-service
retirement system, except in the eases of a handful of employees who have
elected to continue under a retirement plan applicable to Federal Reserve bnk
employees. When Board employees transfer to other Governuient agenteles where
they are covered by the civil-service retirement system, they receive credit in
that system for their service with the Board.

In view of the fact that 1. It. 6000 would not extend the coverage of the
Federal old-age and survivors Insurance system to Government enlloyees who
are members of the civil-service retirement system or other retirement systems
established by Federal law, the Board believes that It would be Inconsistent
and undesirable to extend the coverage to Include employees of the Board who
are members of the Federal Reserve retirement system. It would be particularly
anomalous that one group of the Board's employees would be covered by Federal
old-age and survivors Insurance and another group would not be covered, even
though both groups were minbers of comparable retirement systems. The inte-
gration of the contributions and henelits of loard employees under tile Federal
old-age and survivors insurance system with those under thle Federal Reserve
retirement system, as apparently would lie necessary, would Involve diffeult
administrative problems and would tend to cause confusion concerning the
precise benefits to which the employees would be entitled. There would be
obvious complications in connection with transfers of Board employees to other
Government positions.

The Board's case Is comparable to that of the Tennessee Valley Authority.
That Authority also has a retirement system for Its employees which Is not a
retirement system "established by a law of the United States." H. It. 6000, in
defining the term "employment" for the purposes of Federal old-age and survivors
insurance, specifically excludes servIce "in the employ of tile Tennessee Valley
Authority In a position which Is covered by a retirement system established by
suwh Authority." Thus the hill now contains an exact precedent for exeilpting tle
Board's employees who are members of the Federal Reserve retirement system.

In view of tile foregoing, tile loard reconnends that the provisions of H. It.
6000 defining the term "employment" be amended by adding, in connection with
tie Tennessee Valley Authority exeilption, a p'ovlsion excluding service "iii
the employ of tie Board of Governors of the Federal Reserve System In a post.
(ion which is covered by a retirement system approved by such Board." S uclh
it irovislon. or other approlrlate language having the same effect, would beincorporated in section 210 (a) (7) of the Social Security Act, as amended by
section 104 (a) of it. It. )00, and section 14P (b) (7) of tile Internal Revenue
Code, as amended by section 205 (a) of H. R. 6000.
The Ihoard hopes that your committee will give favorable consideration to

such ail amendment and will be glad, of course, to furnish any further Inforiiia-
lion which your committee may desire-in connection with this matter.

Very truly yours,
A )/" S. R. OACUimmTa, Hecretary.
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op' Nuitr.itystw., INe., ON 11. It. 10

lr. Clilrinllrii, initnibers of tlit conini ttel,, iiy lil 1N Iticlnird P. Wllh.
I flat execltlive setretliry of flln, Ailerhian Asmoclation of Nurseryllen, Inc., with
heailqnuarters In WVnshington, I). 4". The iinilltrlshill of tills ass otiltIon Is
approximately 1,200 llrin,,4 locatel il 45 of the 48 States.

Ilvhlnlie'sllp In tlhls association Is linill t oil to s1i4e persons, partnerships, or
corioraions eligig(agd Iii le proilion antl (lisr1-1 bit [ll of i1it nmaterialls gen-
erally known as1 nurse ry stoek, including frult, nut, and oriamntanal trees, shruibs,
vites, ai otler plants generally tsed for outldlior ileoraltive lialling. Many
of o0U1 ilieli's tire etngiagedl tliotr lyie. of fitrlitig, such as the raising of
fresh fruit, Ith- fntleilng of caltl, (ereal-e'op lrodulctin, find So forth. We are
general farmners. blt In mlost Cilsi,,'s prinarily engaged it tle irodutlon if hortl-
cultural speciltly c+rops'. llslpel tile, We (if) not consider Mllils Its; nulrsery stock.

AnllcIiatIng congrehssional liiaring oi tlie extensiOi of ( 4ierage otf the no-
cll-+securily liaws of tile collltry, iI poll was taken of our nemliership late In
1948. On Ill' Iasis1 (if tils Ilt~i'f exliressloni of opiinions front oar n.iierbishill),
the executives viillanitteep ofl flp AAN tlls instrulcted ]ie to mulblalt to tils conm-

infttee outit' vlews relative to file extensnl of coverlge, to agricultlural workers,
of tie old-ge aiiid survIvors Insurac'ne provilos, It Cniiploynientlll(ppnlta-
tIon provisions, fiid the attendant lax sections of tlhe ocial-securlty laws.

The great majorlty of our eniployees are, at lipresent, exeniit front tie coverage
of tliese laws as "llgrIeilitttral labor." About forty percent of our agrIcultural
enihlyees ar temporary ir trnnsient einpiloyee.,- due to the highly seasontil
nature of our igriculttirtl industry. Our total number if elliiy(ees Is aliin .
mately 50,000.

01.0-AIi. HnINEFITH AND 8URivIVOiS INHUttANCi:

A total of 324 menlber firms, or 28 percent of our entire firm membership,
responded to tils nlll survey referred to above. 1ixty.seven percent (if the
respondents indiated that they were in favor of extending the coverage of
tie Federal hisurance ( 'ontributlons Act to their agricultural einlIloyecs In
order hint tluy might earn the sane old-age and survivors Insurance benefit
iaymenls that workers in employmentn" way e-arn; )rov'ideld, however, that
tils Is brought about through tile el hillinat lon of the exenlitlon in seetlon 209
(b) (1) for agrliltiral labor. lit other words, we i1s a part of agrlcultire,
wouhl not wlsh to lie treated differently than all the rest of agriculture In tills
natter.

UNEMi'i.OYMiNT COMiENSATION

Only 15 percent of tie respondents to this survey expressed themselves as
being In favor of tie extension of coverage of tie Federal Unemployment Tax
Act, as now written, to their employees engaged tn "agricultural labor."

This Is due to several viewpoints as expressed In letters or otherwise, tie most
Important of which are as follows:

(1) Due to the high percentage of temporary employees because of the
seasonal nature of our business, a large percentage of our member Irms
would never be able to enjoy a good "merit rating" In those States where
the rate of tax is determined by the employment experience of each firm.
These firms, largely engaged In production of agricultural and horticultural
commodities, would be penalized, therefore, merely as a result of the nature
of their business.

(2) A general dissatisfaction was expressed In regard to the manner In
which the unemployment-compensation payments were being adininstered
In the States. Remarks such as the following were frequently written on
the returns or were expounded In correspondence:

"Too many employees collecting tlils Insurance because they do not want
to Work."

"I have seen too many employees collecting unemployment payments after
leaving one Job and working at some other industry while collecting for the
full period allowed."

"I oppose unemployment Insurance because the law Is abused by those pre.
ferring to remain Idle and draw relief."

An additional 80 percent of the respondents to tils survey Indicated that they
would be In favor of extending the coverage of tie unemployment-compensation
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provisions of the law, provided the definition of "eiployer" was amuended so as
to eliminate the exemption provided for employers of less than eight enployees.
It Is tho view of these firms that such limitation Is diserliinatory Iii 11nturo and
that tho uneniployment-conmpenisation provlslolu of thu law shotil apply etqlually
to all employers Irrespective of the numxtr of eloee's. Nhveral Stat mtieuni.
ploymnwt.compensaton lawe already apply to employers of ono or moro einployets.

Elven if amnended as proposed, a iaro majority of 51 perclint of our memlmr
firms would be In favor of the extension of coverage of the Federal tineniployint
TIax Act to Include "agricultural labor."

GENKRAL CONSDICRATIONO

There is one consideration that must b given attention If either the old-ngo
and survivor's Insurance or unemnployaeltticoipensat ProviShos iire extended
In application, and that pertains to tho situation of utity ttrlns which liars set up
their own systems of pensions for the ngd and nenplynelt pnytnuinis wh'n
not employed. Wo have such firms within our inemdiurhlllp, ut1lin 1o1n11 case1
these individual funded systems are more to the adll11tago tf tinu ep111loyee t1n1
Is the system of benefits piovlded fqr In thu Federal lows. It would not be to 111e
Interest of the employees In such cases to forte the employer over io Im Federal
pattern. le cannot afford both. In eslabllshled yaytenw, lielng ftndted through
Insurance companies, benefits already earned c(a1etnot ho 11hatniotl. It smIs that
In such cases some provision must be mado In order to (1) protect thit ivestlnents
those firms have already made, anti (2) protect the t.itotitks that vi'lllhYi4ys have
already earned under such Individually financed programs.

RUMMAIrY

In summary, representing the views of the members of the Aaierihou Amovic.
tlon of Nurserymen, Inc., an organlnatiou of specialized fariners, wo-

(1) Are In favor of extending the old.inge hienelits and survivors Iltsurnuz
systems to "agricultural employees" is deflated, provided extension of c.ver-
age is such so as to Include tnU "agrlcultnral employees" i11 il fields of
agriculture;

(2) Are opposed to extension of then1 plhynteculnmislttm ilrovl-
slons of the laws to agriculturall employees"; aind

(3) Urge that, under any extenslott if (,ovvr'nge that may lt consldt'rd.
visions be made to protect thu Invesitneuts of e1ployers aind the learned
neflits of employees in such voluntary, Indlvilaly filntced, r'ttre'eut,

pension, sickness, health, and aceldellt ilrogrn1m1s that 111'ny hlo In effect.

STATE OF ltIODE INIAND, lH'C'.

In General Assembly, Jmuuary W-ssIon, A. 1). 10150

(ICOLUITION Memoriallsilng Congma.m with relitlou .to,.aitndilng the Fedteral Hoeelvl
SeclriflAt IAtlt the LWPOse Of eXtt'aillg the coverage arid benefits thertiot to Include

111%004 1 6M Oft

Resolved, That the Senators anti Represent atlves front Ithode Island In the
Uongress of the ltitod States be, and they are hereby, rquestod to use their
ilEorts to amemd the Federal Hoial Security Act with the purpose of extending
the coverage and benefits theroof to Include municipal employees; and be it
further. Retolved, That the seeaottdry of state be avid he is hereby authorized and
directed to transmit duly certified copies of this resolution to the Senators and
RepreseatatiVes from Rhode Island In the Congress of the United States

E.5.A. .CoNOR ima Rsaturorm 2
A dCONCURRUNT ItUBOLUTION Meloriallttlip the Congress of the Uited lttes to enact

,the Social Securlty bll It, it. 6000 In slich form as to extend 1 eideral social security to
Muds,44lt tead cs geverafaeut emplt yss

B.8e rit lvd"l by thefnexals of Hon tDahote (the House ooaourring therein):
,WheaM9ral socIal.,seurIty shlald be extruded to Include provision for

State and I"oc/! government employees; and
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Whereas tills ily be atccotiplslivil by viat tiient of thu Fderal soclal-securlty
bill, II. It. Ot{lO, In proper forili; lltd

Wliereas much legithlto Is liecessery to give effect to chapter 288 of the South
IDlakota H slin Laws of 1141): Now, therefore, his It

Iteiiolved, That tit(' Selite of tite Stlte( of South Dakota. the Hlouse conurring
therein, do nmnoriallio 'lite ongress of tho Illted Statns to enact tile legisln-
lion refllired to extend Pedpral social security to Inelule provision for State and
local governmenii't employees; hi It further

Memple d, 'Tl collies of this conu(rrelt resolthtion Io forvarded to the
Preidelit of the United Stttes Slinatp, tte Siwaker of the Itilted Stites louse
of lteprseihtltivem, to Ijtod PlAtes S.nt r (;hanl Gmlrney, to Utited States
Henoitor Korl Mundt, to Ctingrestan Francls 1 i.'e(ase, anti to ( ogrestin
Ibarold Lovre. ."

A." 10. M IuNV,
Speaker if the lloaso of Milrersitufih,cs.

Attest I ,
{' "J ' 'J + " NunsI.H |*,V.iNSKN,

vRt'oretii of tMe' Hetf t,.," 1 "...... W .J. M A TS IV OThio Ohrk of Ip I out t.

K'rATiMUNr 1Y Hill, MARKOVV, ', i&i0 ,c1AIV1 1IF[:j Sm Itto, NATIONAL C111.1) IAIIO
(m t rrmK, oN laoIimig) iAim sste IV ,1*0 TiI H0obtAL Humcuur'rv, Ar

to' 'e .* 4, I 1.
TiI Niitlonlll tllh d, ll'tWr,(' t,)littgl Atrolgly urges the extellsmon (of tho

Fodetl 0ocil.secavlty MystulMl to all igtlIctltitoa, lorarg
No Io t" as 11illiif farl'lArkers I11 dolte4 the blieil of socin| I11urauce,

tle Soel culrty iri's du rtd'PW'Ilqfof proVIdlng "for thi gumli welfare"

fills far Short of. its prifr e. "
'i'Tose wIo cultivittltlb soil to ,114 thl crop w, feeltcid und clothe is morit

th blille nei eri tis Industrial iyortkrs-a'who fhibl-1tt the produtts of tl'ir
harvest. "4 .,,

licoliem of forml workers are , gtil 9Y%,'td tilertalin hi llse of Olisuolldl
hluctuthil s. r*111d th' belfoltw of S lto f1uil Federal uAninun.wago laws.

vit'oiioio fitri worke'' ato conilorably lower than thiot of unskilled uurbit
wago varnlrl. Aioft,)lf of tit, 1i,18M,10) frin fumil litn our Nation hadl less
tian $1,0(i i nill c lllsthOr" li ItI. tlecit use of th heJV lW emtitrfigs, fitrio worker
i1uel It dilllult to acuullAe, yIqs whlt;h, tonld Ito used durhig periods of
unoit ployaient or il thuir old age. hetc to i)o ether grolp lit the country will),
111or thim they. nieed urgent protectlou against tilu h1inrdib uf iueaployii1it,
death of tilo wage earlier, ntid the financial I1necurity of old ago.

lin lhwetlober last year, t'wspapers reported thnt 10 hifant of migratory farm
fuiiIlles in Ciliforni dled of turvilon or inllnUtritlon it I 1 iiouth whilo
their palrel were tllo walling for crops to Io lnrvcstcd. Ilow many shnilirly
tiiackilg traugedies go utchronlcled (such year? Farmn fninills produce greater
numbers of tiospellvo ftllur' cltimm than o equal numtnbers of urban dwellers,
i lluot igioro their needs If we wish to Insure it better, healthlor cltizenry
tomorrow.

Seasonlity. anti nilgrllon 1in forn work is so great that allllons who aro
agriculturl workers I month may be city workers lhe next. Thu., they ally
frequently pay social-ls uriy taxesi anti yet never ret(ive the bellellts of ilmur.
allti llbecale of intlintlient ealtn lum hi covered llniployelleult. I ilil of oVitll.
meurily Ibelnefits to theso walo earlers I a pirtlulurly eruPl and unjust,
deprivation.

The athninstr1tive ditluttes 1in covering fri workers tire admittedly gre t.
]lilt thy are only tehnlcnl oheshlch's Wlltch intelligence fitd will call sUrllonlt.
Surely 10) yeirti' exilv Iknee i h socil.Securlty admnhstratlon should flow give us
noro easily thi aniers to ndniistrative rlirolhnni that couhl inot Ie ilivi(l
before.

Farm families need sochil security ite nutich ais other wage earne'rs ili thle
country. It In froin low-iicolte fltiaillos that iny child workers cone--for'ed
by econonile need to begin linful employment piremnaturely lit the cost of their
health find eductlon. Social nu1trance will ease econonle presures and permit
moro far11 children, like their city coullis, to take fuller advantage" of educe.
tlonal opportunitieR fnil will periilt then to enjoy a childhood tree of the need
for too.early employment.
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OMIlIA, N~t. Joatwr~jfY 5, 1950.

1101114 of Th'preio'ntafillcm, Ishbiffll. D). (Y.

cusse14d wilthI our 111111o goodl frivitld, 5%l rS. Civi '1 41Iiixlei, itllt 5, tillu11in111 wil
wilt)11 I I our 0111111 ltteewiIIIII ill to lls 11114 r10. An s li t urnHl' i ton i -11til('ll I like
1t11lthir to 31111 Witli :,Iur Sllggeosttl 1111l It lip 8II~ittIIl to) vou lit writilug IIH
Soon0 OR 1111 011t'llli'1t to Wit ll4lig (011. 11IR- t 0w1114 letter.

You will notuo front ilt a'iii id pxlliuitt, daltedI Sepeitibr 9), 10)19. that it
Imirty to he ilgible, to get ukN sulvingl liiiik niit lin't' workedl at least 25 fuill
ijul iaterm to quif y for it rot urn oft Id"14Na~ SI ungs, ills thllIl uull~ilt 1 to it (-oii-

1I Stloui of 11114 e III-1ugS. W~li-i fi re to bev hlvd li I rwxt by tilte tUovvrliiiit till lho

1 11111 1111110, 141111 ti hut lilll y fill w'lt,) have con1tribiute o t i (1u1 it Il lirouigh

141111trly ded cton il IltO 1111 liiv yl tlle t111 i ll, the e 111 (15111 11,11414 1101tii111111 S'lvis l mlt' 11111

lite lit (11111 L. lll' ('yII Co. wiel I o I tlu'lrsoniill iti ilsrior it' fort livo-1

frtine 11 111 th l tllHI1 Would4 olyl to11 tIl u 1 fo r eo i(ll l till' 111W 1410111 .111 '141

I ld''1l1 esi b e 1111lin i t you district 14voIr 1)11 ON io l ioII 1111H 9 11l 't~0
Atiely affected Thm stnnt IN fori illm tit0 till(,Wo~d1111 liil 10111tel' tof ittle v(111 lleu

Itr w il a 'bo elylf larg nl('tmuro1I to~ the lk ilH of11I w1104i (''olin 4-111 011e
who orked durll tt11 wa0110 r'l till wilo 11) Irrl) up1o tltI reh111 lit tfiv 11111 11

frIt I tlvo dty find1 tll) took)1 till11(114 in 1your 1 (11nt1111 t )(r1 Ilhtill% 'irn o I 111 0y
Net.~ Andl henre, very1 little lilul14oth111 eor ngoii 111 1worh1jli~'g fo ill'Il (i

ter alo villmt Il)t (Ililt thrn0 Il0('tnysaltolt town fin~ fr ills14 W'hog 1411111
n1(111r1 1w1rk fin fpol t41 ilt) r(' nrtunt vlil11 to 10 tivl) 110141111or sill tosIiui 111
wll noer14el11)i eta well.g clci lvy o, tedtpie

of itilreIg)lrth. rllvos lIlt
Sic him ll''ely oun ietpl l itfrteo ,vpo tiV. Mw Hliou Il% s

allionit 11Hthoughtiley III 14 orkedllA 25.I~(' irem tIt li cosTIIA thei

tlpceField toiee livI~11 pil tittutbi 9t ii sunA 9.reitte
Am hi A lawulit now lit the eite ol I o nwb 10tI t f) IOdfi.v

ills wot:ulid 114vow Int' tal or iytplrit otndi frontll1l~ (if Congress.

ftIor l ret'llturofn the.1W' siligurl to th liv p t villliltledl to5 3'Ilvi ofn trust our1l(ld.
whoe makino coipleem olJIflthon Jeoedl coirel by~n thet law tho ltt-frirl'll. o

be Ittre, il yorkpeaetrn ntilt) have teelot lc ofII $51)t or Ilio 1 ull llt Yol

nuher ofvig w'ilullt) qureliftderpl gratef. t1 o our fo so ourter sliI i
ainre nitlrl d eed mupn the wrker's da4 wof bire th. lstllv ngiigI
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WVt. i'e-grutt t hut 'ttt'tll 1 ElI 1111( lift Ilt l to pill1 fitt ills t Ililt' lH'E'l 114'

hatve' ret'elvtii wltgt'x 4 $51)or mtore '1 25 va'i tii qult- itt' ill41t ily ft-I ,ivill 4.

Ouir records shiow I tat you hatve' (filly 15 14141 tiutit quil 141 to 11 (tu'141 frxindIt , I tere

benef'its,

revt'w of Y41111, caste. It IN Ilt, Itiwvl'a',. tt fot-iI t ot 'e'l'IIhtill Illt of plour t'ilgl.
W1illy.- If you fire Ittit Nullll vi th d who ut 4ltllt'1111 411 tn i~ o atm'N 4111t,
CI1 11441 0 I SI It rtl' , It vvilt li'it, E411t Illwsir II liit, tilt Iipltlhlilt 11. W te Wil tbe gtlild

toIISM yt111 l it t he 1-41111Il3 lolltlt of tilt-'x 14411114 f-4tt u forms u111' tull Ntt'1 V4r4 ltt

1114'llI provIN41114 of fill, 181t0ti hielIt113 Act. poll tlre l11 4'Iled 14 41t1li it 4or~ lI4

14rittlty.

E. 11. DU)NAWAY, Illft 10)Ir.
Ity K'. K.

SWIIAI. S110Itl-Y ADIINIIIMAIN,

Omallhha, Nu'hr.

I Wm~ t Slts lt 1t4'gtt4ltl 3411114 O 4l t Itlt'1.

t ilt you14'~ 'tt t lilt-lsfl-ls l It l Ill4 liii ' NII ilt S ilt% 1,1-11 ll e 3l% iltItf It'1144 ItI 411411111 ti 11t14

fillto s it) I 14llf 111 i' 1114 tti So hlF I itit tll 414 i ill* floss1 it' m 241s1 timide'I r'tI

SI401 gitlE' I illy tE 1444 t 1tt 111114 ll- orE't1 ~'t tttI' 111111 surv 44ivrs t f of suc it' lie' itgx

T hf st'1t lievtlltltEtt slf itt t(till k I t. t' t til41144 l f lth ig4'4 t ht m I itE'fivlm lvit

Since teretfl1 atove 44 itil 1114'WlE '~'I''11114 141lmo4wo il thus dtpItl ofr thi "fuly inglrs

fitu ifetpit to it 111lll lfWli '~lil tt1111.tilve II fens Ilto lt t~t'tllt, ttero Illke1thi
e4144)14111 p of lt)i k'.'w J 4114 r Es lf iti'' Il le I t lti.S l off41 0 111g' ItI 11 't1i41 1 44 fo '441in

i yl ttt $41 1 111.1)11. itN IIllg lt 111 lil i ll illilg 111 le li il
th t liltse litil Wany ftlrtte ttfrm lit, 1414illl 41t'1411't', Iit(, num' f it ret' i w It ) or ily

InoouSiceely yt rs t it 't'ttY

W.1).DNNitgcr.
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Oiw-Awc AND MeIVIVORw INHUIIANIt. IIK.NFiFII i'AYUNNSTH

PRIIMARIY INNIMANCK iOCNKViTH

Him. 202. (at) Movry indliviual, whloi (1) iN at fully ligored individual t tIN i,*
linedt In itectloti 200 (m) affer Divteeiir ill, 119., (2) lift" attaIkned (lit,' aipe of
olitiy-flve. 11nd (3) ha" filed opliliat ion for primary IngUriiie henvll , Nliill be
otititleit to receive it primary Itimlrnilico hentit (ati eflnedti itt i M0) t0)
for each inonth, beginning with the m1onith to which KUL.]$ lialividlital heceuilmes 84)
entitled tot Ruch Itimuranvo beneticli Undit lIng with the nititl j'ecedlig thle
ilott lIn which Iho (Ile".

Smn. 20). (g) '1'lo terin "fully htmred lndlviuil 111(11111 a1nY indiiidua111 wvith
rekipeoct to whom~ It appears ito the sathmfactiou of the Ilomird tht-

1) li0 had not howm thani onle juatrter of coverltgo for vi-lt two of tho
quatit Plapuitg after 11.940, or after thle quiticr hit whivlt hP at mutedt~
the aigo of tweatty-otte, whichetver quarter litllater, n tl lt litit ext-ludlitg
the quarter hit whkich ho ttlatled tho lige of NIxI y-fre, or died4, Wlui1th1011r
first occurred, and lit novot mie thIlin ilx quatrierN of ituvenligi' or

(2) l1o hail at leaist forty qijtartir of coverage.
AN Usied lI1th. subixecion, tutu lit Nshbt'ci itti ( h ) of thIN Niel lot, I hi' tei'tit "qll'-
ter"' andi the torni "valendair qutiter" altettoa i period f three. iailiitr ittoliti It
tidlng on Mlardh Ili1 Jutto 3t0, Selitenther 810, or D~i tcntr :1 .ti Iu lie 141r1t1

" quarter oft coverage' ni'atimit a ettlentir quarter hit which flte Idivililalinao
beou ll ndo1t leN8 t11nt11 $N't Ili walgiw * * i

'empiwt, to) wvhtin It appeariNto the stlitftito it oflit%' hlord Ilihut lif huN liven
Judid wvutges of not Imait t0ti1it $1110 for ouctth ofit lt I thiu Nix of fliti, Itwelve ictletdar
ojuttirr, Iittiii'iitti'l precetilitl thle (Iuiirter lit which Ite dlied.

V.Nitvii HTA'rnN &NATIZ,
Wiam/Ilngtoln 1). C'., Jilaocai .. 19150.

(Y1hoa ivtittti, S'fltit1 Votiti ice EJII Pigilov,
I/ailed 8ltuai Suliole, MIqishlfailol, I). (1.

MY MhAR Si:NAT01i : White Ili Htay Miue during thi ettisN oif &','utrtess I wits
%viatted Ott by it dtlelt it viiiule of repreii tit I ve of tInw~ vii o rei'tittui otliu'erN,
fireiien, tit'acherN. and other State i'iitiu t e tlwitly ini'itdnrt. of city or Stitto
retiroentt utyatentis.

'lThe Iteolob iiuuitii11litiuily obijecied to meci hn 21H of 11. It. tItM), or tot fil.% other
pirovisiont lit the lill that woUld Iicitde thett lit INi covetitgo. They rivogitIzo thaft
itN thel bill now readsi they would not liet litiled utnlesm the Atilirilot r laid4
heii realietelt by the ti itt to) litelutte 111 heti, ou ty feel keenly 11I111 thiN pltti
t1o11 doe04 11ot giveiliei itdequ11(1iite proteilo id itlIhterefore tlitey wish tot iii inclit-

Mollit. Tiii iiilliyoke. Utility Of witoti Iinve laceit j1Ityitig Inlo thelir rttaliivo
retirement udtin for itiltity y'ati dio not Midih lit itty way Ito have t hent jeopaird-
Ivzei. Tilt" aulso teetnut to liet the feeltIg of iPederil iiiloyeemn iow tovesred bly
retireatent, with whoin I hJve talkedl.

tallier ttim i ke the tet of your dIstiguishied conttiulitee by appearing per-
atoitilly bitforo you, I tutu taking the( liberty of writing.

Slieerely yours,
ZAiZ$ N. RMtN,

Uniited filac Setialor.

TUAs ABmOmRATIoN Or 8011001. AtImINIRuTHATORB,

flon TomGDNNUXI allas, Texu., Jtanuary 28, 1950.

Milled Stateit b'oriato,
Washitiptln, 1). (7.

ICAui Mit, OONNAMIY: It. R. t() Is before theo Sunte Fu'iance Couinittee. W42
propose the following niendineiit:

"Proposi tinieuabient to uttoit INl of 11. R. (000, Strike, out setioin 218 (d)
(1) (beglitlig with huei 10, pago) 82, toitid includingt line 17, page 8:) Unil Nub.
sti.tute there for the following Intrhgrapht

SOCIAL SMIRITY REVISION
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boy i t tre wt'tit saystemu, tot prt'viollty dt'lltttu III mutbttt'v hut 1) 1.4) of 118 ttec.
t lolli.,

WVe (Ito tnot wanlt to III, tIII tilt poitio outf 41'bJI-O'ig to tho iau'teit'tioma of putldic
t'itluloyeet' III tuot-ni attrlty; hoiwever' it rfer tour own rtirt'na'at myttien andl
do Btt wiutti t rimlt I Isk tuf Iiivitg It retululeti by tii'letu IvsH d arable Fetde'ral
purogramllt

We tital ll pretoti your illiuly tof this1 liumiter Wilith vit'w toi alitatilig tilt
resoutulit loll1.

.'ullI of i'JAA

TE'X AS HTATF. 'i'imiltt AmmoiATItiN, INV1,,

1114A (inulon, D). V'.

flit,' ''2Txas State 'i'neitliru Amoiitimlt t'iiiltritettit wast given to tilt, following

SSt rike out seel hu 2i1N1 (ii) (I1) (be-gltiliiig WithI 1li111 It0, iigo 82, to andt hta'hlii*
Ing lt'e 17, pigi' St) nan tiis ie tt't trtfor tIlo' fiuhiowlig plirlgraill

-7) Such' aigrt'itit' tit e11txcludeti tilt juutilttit' tlttoiyit'1 lit husilim c111 overt'd

I 11411m,4' yill w.ill tutu It postsible lt support 1111s tiiii'tnti'it w'tii exemtsu fromh
flit-' huroiiiilto f titt. It. IX)ti titian' temll'llea1 whot art' Otritoly 1411lisritorily rett lead

'I'inkilug yi for wvhnt Iever tutlisa tittbu you ity give thi et1iteir, I nin1
IintcerelIy yours,

It.Ii. t'tn. Riu'rclarp.

II IIt' SIuItttii IitiuE-1 i i:Nl XuTAEI tul MuISSOURl~lI.

11011 JAMES 1bil.~ HEM. ui.Wiluiitluu.I.a

IFA SE~a1N AiTOR KI : I wisit to thaunk you ttor your It't hr of 3antittary (1, 1i)0..
1 11111 tnitet'ti soirry thalit It wnlI1 nti lositlet foti t% to tal1k wit h you whltte you
wiere Init SIssottirl. We bait not tomitht't'u our ituy tif t'iuuparl 111111 of enetl

We' arte oppiitstAt tot that pirovisionlt t 11. It. (1000f whitch plrovidtes that public
t'tmlloyt't', 1411111 it14 leacheltrs, firemen'i, atid othetrsu, fuly bie cotveredI by Olt Age
unit Survivoirs' I Im-osit tit of lit' Fedeliral Soiaul Set-urlt y Acut by t'tlttjat' between
flit% Stautei andi Federalt (lovt'rnn'nt . Thelt plootsall iiroiditl thbat It there I ita
State or lotal ri'tire'teint to' Itt'ilul lli coivering any of these public emuployeesi,
thety fully 11111 bi' itll'htdtd tIiit'144it rteferndhum volt' II ttai. We wtoultd like to
see ltl an itactu itn topeu'timn 1(Hiof I. It. 11(Mas 1follows:avi

"Sitrike tint mett'litu 218 (t) (1) (iuegintdttg with line 1t0. tinlge R2. tto andt Inclutl.
lng Iliti 17, p. RI) and 1411141 lit'ti thetrtefiore flit, ftollowing paragraph:

boy a rtirettt'tt 1yiilt'ttt, p14jrevitotusly di'ittt init mulistn'it (bi) (4) of tis

My vit'wm onl thIm matter ao tIdtentical with those exllr'145to y tilt' National
Onmll tilot 'iTeachler ltt'tiret'ntn, of which our systeml lsit memit'tbter. It tut miy
fe'eling that tito ptrovistionsi oftferetd undter the tvtcthet''i rtetireentt ptlant of ouir
Matto arte inuet [iltletr for thomp whal) ttntko lecinitg a career. A majority
of teai'her a re either (1) alught andt wititit tdepents1, or (2) mtarrilti atnd
buit itii or wIit also tempjloyted atlilt cotvteredt by IIIit-lit I mtterity. I eilthi'r tit these
lttit0uitt't'1, It IN tuhviottut tht If tt'ttlier wterte jiiaeeu'i dtuur uantini seuuttrity IstY-
ntmt't1 wvouldt heittitade for twto benfitslu whetrte only onpe uotuld bet met'ivetl.

Amt yout know, very few teatittrit et'n r tit' prioftessiion atftter ngt' thirty-tlve,
atndt, thereforee, tite vast majority of teat'hert; wtoultd rtatlr Pervimsi In tle profea-
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slon for a erlod of :1) or nore years prior to retirement. ''t'at'her relireient
liilells tir' based in the P rlod of credllialde serve reiiilered by tit lemnit-ir.
iid tI liv iell. tiit'rtase iprolsirtlhizitely with the lgli of serv'heEi1' tho
teacher. .Ve feewl that the Irnovl'ihi of lie teilir retlrenient laws tire belier
stilled for mnnliers of Ilie taethilng profession and, hi ddltllon, teachers may
expet to receive iriger retiremnt al iihwiile.s wil little miaxiiit years of crdllt-
alble servh'e. v " M I

It ts aplllparent that sall security hlenelts do nt Ilierea o prollorlloiiately with
length of service, mtnleo the tielietlls for :10 years of service at an aiiinuaiil salary
of v2.4X) are oily $11 ter m llati iiivei' Ihlin for i0 years (lf service lit it, s it1te
annuallsalary, andi only $0 iliore would lit% l1 tol Ia ret reiit with 410 years of
service than would ie palid tot a retirant with 10 years Ef service, and each re'tiv-
itg filt annual salary of $2,41).

We lavte hld prepllared by our actuary a series of t'liarls which art for tilie
IiiIlulE'p Of Elplll inllg beiltllIt uniter t llrols sed If. It. IIH). id Undter tlit plan
of Ilte Ihlh' selhoiol ret reill'iit system lfit Missoulri. Wti ire eit'lo ig it copy
of these charts, antI iopue that you will have oppllorttlity to exitt I lii'ii. We
tlhiik that tliarls 1, 2,3. 5, iii 8 fire are plarticularly slgnilianut.

If we' t'iltbiiiit filiy iltllyli i iftr I iformatth tto Nll whi'i eight lie of valut
ta liesenliittg our views litore forcibly. I holp that you will write fil. Indcatiing

the Inforllmtioln Elestred. After you have given due conslteratl|li to our sugges-
tion of Ilitl, proposed aendillleit to section 1010 of It. It. O000. I would bue pheased
to have your oIlllltll Intlth tattelr itiid to kliow whEtlier or lnot you wlil slp-

port suth an aiitindnent If presented.
V'ery truly yours,

(1. L. I)ONAIIF,E'rccitlit' SeCl'eliry.

CIIAits' No. J.---Coumparlson Of ret'lh'cicti Itoncite at 65 for i singl' i'aclr (mae
or fcale) or for a femalf ma i'ed lcteachr whome husbarid I Plot uidcr sodiul
security

titubll' it tuol riulrentenit system of m1.lotlrl -'rOliml Ilerasl sou smelrily (I. it. 170(6)I

... ........ ......................................................... 8)3 7.0Monthly rellremnt n lo'me

10 mvri ........... .... 0(75 71. I

zqo .101 (i.(

........ ..x' ...... 11(00 iVelt.Saiti t c t . . . .... S 1V .330 YeirU ............................. I1 Yva .......................... tI KtIiS 74.8040 y trs .................. ......... .................. ... ........... 12%. 7 0010 )ears ............................ ...-.............................. 36 .2 (A P 30'A) Meirp ...................... ...... .................................... 71.41, 71.60

10 yeafr ............................ ...... ... ................. I4.N07 $O0.to40 Y'm r. . . ............. ................................... 12,.0 78.00

......... f....ns(lis3 et (S a r i)....... 47 75
I I)oes nlot ntfftvt sticlak..eollllv tvet.l
Illepondent payments or ohlhdrin. if any. would ho entitled to ,it slltMlot1l benefit.
Higher orl lower average salarleg would show rather shullar results. For

examlnlh.
, 
consider file following :

Monthly retlrement luncoino

alary nd tseibrshll) srvl PO l bol Poo" rwh
Flelltr.,lmelt I c{ul'yitsy'mlex or
ALlsouri (1]. it. G )

91, for 40 yffir ................... .................................. $94.0O0 I s1 .Oo
1,(MO for 40 ymrs ........ ................ ............ ............... 12&, 0 8-1.0

.80,10 for 10 yetars (I)Iue 30 years 1xvt wr%,lcv) ............................ A4.7 ?67., 0
13,CM for 10 years (plus 30 yearlxu ps ervice) ................ ............ 70.2A 73,.60

I Dependent parents or children, It any, would be entiled to iii additional beneftt
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CIlAur No. 2.-f'ompiwtarion of irclitacint lInconic tat 65 lt- till inatlt mai440fit
tt'tlt')lt ir*guarlt88i of t'ift-'s Rtjcltl-otitt stiialttis (inc'ludling 50 pect-tt taddi-
tinil icif'4 loulfil itlic iii tutll ct,lt on I(it' tctath

I rom clit'.eo44l retlinieej it %ystemI of M4 I .sorlI - ltiow I el derel MI1 SCV1 Ie~ ~erl IIY (1I. 101

INI ofg IlIl13 tol fre I I l hI l ee'1
I 4oil :1Pm Itk ti vrl Ige

.1:kl"3r y

Nleele,.-rsla wrvie

III year ears . r..... . ...
4N 3)clt5 NI yiirs .

1f4 %vari 10 years .

444 yvars . ... ..

1to 1eare ... .. ..
204 year re..t. . .. . .. . .
:10 Ye s ........ . . ......

I I licts neel ilfet socrlak~eorily laaliefit

Puic eehll
retiremente
.symel of
M14 Isssr

$76.2,%
112. .141

l 0A 754
11.11 (10

311. 25
72344

1 til. "1.%
121. Off

160) rmito of

Sic?, rty

1117. -10
112.20

102. .14)
1407 :414
112. 20
117.00t

I l1glivrt or bawilir ailraige sa1111rie14 would shlow rati iir sliilluir rexilbe. For
i-XIIi liii. t44lidor thle follovi ig

Monthly rel lret10' loromie

Siliy wtvit i hipiia ser% fr.' Pl'ic eilol U-0 liertstl of
retilntlis preeocI ioclil
sysiei!l of SCeelit1l V

Nlseer i. . 014)

1 l~vf) for 411 vars.................. .... ........................... $44Off 1)
3,11014 tier 4,1) 34ea'.e.. .. . ... ..... ............ .11.3 (Of4 I:44140)
LN1l tIer I I 34t tuIt.le :t yrars, leet s-rv ivp) ...... ........ . .3 So 70

14,410 tier 114 yets tulle.s 344 1 at' 4eat ste'ev) ............. .23 1lt0 44

1111pi 11I111mill~lti sh~olIN- 1111114-, Ili tiig thi-ti. 1'x41Ioj4l. for Owit filltIhat tlhIs
Is io s141llhtly th li 1i441l lift's4 144'11'l lbut Unlit tilt- wilte' .5Oirci-itl Im-miuhl Is4 1hlt4

('IIAllr No. :t-eomiptrlaon of fuiliutauet')tt iuvite (t 65 ftop it fiwiahc omauricdt
tcoehe u4'It)4 w im- hubdllt is 4also cotct ly Soiatil 8t'41ity u~' till o~',8tf
(1l1-11 ttil Scl'l44iP1/ ot~pt of) gurciut of Iaasbamola' prillarl, licitlifit (litroposcid
boxiil) )

(Puicll Fthool rellrec 11351

10 years .......................
M) years .......................

3 ......................
40 years .. .... ... .....

10) years................
20 yers...............
30 ytkars.......................
40 years........................

'til of NI set40l- Prom.'e4 F(eranl socil seculrity (1I. 144)I

Null.' servtie I

,30 yer ...........
A) ye'li............
10) y'emrs ....................

Meonthily re'tiremen~t 1000010
hailiI' oil a4 PAK00) average
inety

Fliessof own
Public wihlool social smcurIty
rvlrernelit over 30 Itercent
Sys1te1 of of hulbflle's
I1elleeolll lntar)y belle-

97.2. So 4 10
1044.75 37.40
125. 11 39.00f

12.3 IA2 ag
W 4476 31.40

12& 00 39.00

I Does not affect slocial-security benift.
I 11115b1411e pimar~ely becct figured on same baos. as that for wile: probrtbly this msurnplion un~dehitte

bulibazles true benefit In lei ay caes find4 hence overstates wife's net paymIlent from social seclarltv.

114I.St Fvrvlve a
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Higher or lower average salaries would show rather similar results. For
example, consider the following:

Monthly retirement Ieome

Ficea of own
salary and membership service Public school social security

retirement sys- over 50 rent
tem of Missouri of husband's

benefit I (pro.posed basis)

Ul B, for 40 yeas ......................................................... $84.00 &M13.00
,:OD for 40 years ....................................................... 125.00 4210

$tSO for 10 years (plus 30 years pat servce) ............................ 51.75 28. ix
*C00 for l0 yces (plus 30 years past service) ............................ 70.25 X 70

I Huandsprimary benefit figured on tame basis as that for wife; probably this asmuiption understates
husband's true benefit in many cases and hence overatates wife's net payment from social Security.

(OHAitr No. 4.-Comparfeon of disa-bility income for any teacher (male or female,
msarricd or single)

(Public school retirement system of MlssourI-Propoed Federal social security (11. R. 4000)J

Monthly lisa illity income,
based on 11.000 avemao saluy

Attained age at Membership srvice Past service
disability Public school Iroposedtlremen~t prinsary social

system of 'Secmmity
Missourl (i. It. CO(X)

30 years............ 5yemmrs............ ........................ ................ $60.70
40 years ............ 5years............. 10years ............... $34.31 60.70
60 years .............. 1 years ............ 15years...... ......... 59.3 68.30
0 years ................ 10 years ............... 24 years ............... 68.62 68.30

30 yers............. years ................................. ................. .0.
40 years .............. 5 years ...................................... 4 6 0
AOyears ............ . years ........................ .... ........ 11 " 7.1.20
59 years ................ 34 years .................................... 103:73 70.10

I I)oes not affect soclal.sec'urlty benefit.

Higher or lower average salaries would show rather similar results. For
example, consider the following:

Salary and membership service

Monthly disability Income

Puhlicschool Proposed
retirement socialsecurlty

plan (If. R. 60 ")

Si,0 for 25yewrs..................................................... $53g Sol. 9D
6,COOfor yewrs ............................................................ 81.0 7880

,80D for 1 yews ............................................................ 33.41 A9.20
'.0 for 16years...................................................... 48,.94 75.31)
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CHART No. 5.-Comparison of cash death benclits (death before retirenient) for
any teacher (imale or female, married or single)

Ii'ublie school retirement system of Missouri-Proposed Federal social security (i. it. 6000)]

Cash deti benefit bsci on a $1000 average s:%iary

Public school retirement system of
Mlssoui (assuming I percent con. Proposxt social 54-urhy (11. It. 6004)

Mema er''l 6 :erviee tributfons) cash benefit I

Employee's l FUati Of R~~O)e' I xcess of
totali o. D deathbene 10t en Death death be i
trlibti..s benefit fit over con. t benefit fit over col.

Stributions tributtons trlhutions

10ycarS ................... $1,200 i$1,313.07 $113.97 55.00 $201.00 &U180.10
20 year ................... 2,40 2,95., o i h15.s 1,41000 214.60 1,195.0
30 year.................... Sf,00 4. WX 17 1.269.17 Z 30.5.00 224.40 .16006o
40 Years .................... 4.800 7. 24&, 24 2448.24 3.30. 00 214.00 I 312. W0

I If the teacher leaves any surviving dependents, there may be additional survivor's benefits under social

security. (S'e chart No. O for exaMple.)

Higher or lower average islatrles would show rather slmthlltr results. For
example, coslder the followig:

Membership service

h00 for 40 years ......................M,00 for 40 years ............................
$3,600 for 10 years ..............................$3,600 for 10 years ..............................

('ash death benefits

i'ublic school retirement proposedd social security I
systeii of M Issourl (11. It. 6000)

i- th Esvo over Death Excess over
benefit employee's benefi employee's

contribution contribution

$4,348.04 $1,4O. 94 $198.00 $1,B18..00
7,249.24 Z 44S. 24 252.00 3,780. 0

700. 38 64.38 173.40 177.60
1,313.97 113.97 220.50 481.501I

I If the teacher leaves any surviving dependents, there may be additional survivor's benefits under social
security. (See chart No.0 for exarlile.)

CHART No. O..-Surrivorship benefIts under proposed Federal social security
(M. R. 6000) -Death before retirement

(This chart supplements chart No. 5 and should be used with it)

JAIl figures based on a $3,000 average salary and 10 years membership service) 2
. Total monthly

Benefits payable to- benefit for lamffy
Wife only, under age 65 (no dependent children ) ------------------------ 0
Wife only, over au g 5 (no dependent children) ------------------------ $51.30
Wife (any age) with dependent child under 18 

t 
----------------------- 102. 60

Wife (any age) with 2 dependent children under 18' -------------------- 18. 80
1 dependent parent, over age 05 not otherwise entitled to benefits (benefit

available only if there i no widow or dependent children) -------------- 51.30
2 dependent parents, both over age 605, not otherwise entitled to benefits (ben-

efit available only it there to no widow or dependent children) ------------ 102.60
1 Longer periods of membership service would slightly Increase the benefits shown above.
% Benefit with respect to each chld canceled when that child becomes 18. or earlier if child

c'eases to I dependent. Wife's benefit canceled when last child's benefit canceled, unless
wife is then over age 65.
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CHART No. 7.-Coomparison of death bCnfcits after retircmcnt

(l'ublie school retirement system of M souri--Proposed Federal social security (if. It. 6000o)

I cath beneflis after retirement tssed
on $3,000 average salary

Age at death Publieschool ProposAl social securitY
retirement (II. it, e0O)
system of
Mi ssori,
cash say. Cash pay. Widow's

inent llelt benefit I

Assuming 40 ycrs' membership.srvice, and no past service: ,,fofy
6 (after I year's retirement Increase .......................... $5. 749.24 0 5s.50
67 (after 2 years' retirement Increase)........................... 4.214. 21 0 58 50
68 (after 3 years' retirement increase) ......................... 2. 744.24 0 :, .5M
69 (after 4 years' retirement increase) .......................... 1,21t.24 0 5 8.50
70 (after 5 years' retirement increase) .......................... 0 0 58.50

Assuming 10 years' membership service, and 30 years' past
service:?

6A (after I year's retirement increase) .......................... 39.97 0 .1.30
67 (after 2 years' retirement Increase) .......................... 0 0 .51.30
69 (after 3 years' retirement increase) .......................... 0 0 51.30
69 (after 4 yeirs' retirement Increase) .......................... 0 0 51.30
70 (after 6 years' retirement Increase) .......................... 0 0 51.30

I This benefit payable to a surviving widow; It coses upon her death or remarriage.

2 Does not affect social.security benefit.

Higher or lower average salaries would show rather sluhiltr results. For
exanmile, consider the following:

I )ath beneflt after tetirta.htlt

salary and membership service Publie school l'ropode', strlalsectrity
retirement sys- (It. W 0()
tem of Missourl.
cash payment Cash pay. Wiow'safter I year ment benefit I

• ltMontly

$1.8M50 for 40 years ............................................... $3,340.94 0 $19.5m
$3,600 for 40 years ............................................... 5,748.24 0 f1i.00
$1,800 for t0 years (plus 30 years' past service) ................... 131.38 0 43.40$3,60 for 10 years (plus 30 years' past service) ................... 398.07 0 9.20

I This benefit payable to a surviving widow; It ceases upon her death or remarria7e.

CHART No. 8.-Comparison of cash withdrawal benefits for any teacher (male or
female, married or single)

(Public school retirement system of Missouri-Proposed Fedetal social security (I. R 6M000)l

Cash withdrawal benefit based on a $3,000 average salary

Public school retirement system of
Mtssotri (assuming 4 percent contri- Proposed social security 1 (i1. R. 6000)

Membership buttons)
service

Enmployee's Ch with. Excesa of Employee's Cash with. Ecas of
total cn. d raws) withdrawal total can- draws withdrawal

tte, drwl over con. tIbuin eei over con-
tributions benft trlbutlons rbutons benefit trbutons

10 years ........... $1,200 $1,313.97 113.07 $585 0 585
20 years ........... 2,400 2,915.68 515.68 1,410 0 1,410
30 years ........... 3,600 4,868.17 1,268.17 2,385 0 2,385
40 yeas ........... 4,800 7,248.24 2,448.24 3.360 0 3.360

I Under prop5)ed sacial security the tracher mlhb reoyive a reduod monthly Income at 165 andlor de.
pendents' or survivors' Inefiti. Under n circumstAnces, however, could he or she receive any immelato
cash benefit upon withdrawal from covered employment prior to age 65.

/ . /
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Higher or lower average saltrles would show rather shnlar results. For
example, consider the following:

I.

Ca.sh withdrawal benefit

Public school retirement Propo.sd social security I

Membership ser% ice system of Missouri (it, It. G000)

Withdrawal Excessover withdrawal dwEces overbnft employce's employee'sbenefit contributions benefit contributions

$1,900 for 40 years .............................. $4,348.91 $1,468. 40 $2.016
$3,600 for 40 years .............................. 7,24S 24 2,418.24 0 4, K32
$1,800 for 10 years .............................. 7h8.34 N. 38 0 351
$3,800 for 10 years .............................. 1,313.97 113.97 0 7

I Under proposed social security the teacher might receive n reduced monthly Income at 65 andfor
dependents' and survivors' benefits. Under no circumstances, however, could lie or she receive any fin-
mediate cash benefit upon withdrawal from covered employment prior to age 65.

CHIART No. 0-'Oss1Ii.E SiUlvIvORluusi Ot'IONs UNiE't 'rilt. I'uiI.Ic scIIoos,
RFTrutEMENT SYSTEM OF MIOURIt

In Ieu of a retirement inconie, iyable only for the life of a retired teacher,
It would be possible to provide survivorshil) benefis of the same financial worth
lit date of retirement as the present benefits. To offer such survivorshlp options
would require fin anendleient to the present act. Tit(! most usual forms of stlr-
vivorshli l ) options tire two in timber, 11s follows:

1. A reduced retirement Incone payable it level monthly Installments to
the retired teacher and to a ninied benellclary as long at; either one survives.
(Choice of the beneficiary must lie made on or before retirenlient slate tiid
no change call be made after retlremnent.)

2. A reduced retirement Incomne payable during the retired teacher's
life, with the provision that after his (or her) death one-half the amount
of lie re:luvted retirement incomine shall ilcitilue during tie life of, ind shall
e paid to, it nained benefleiary If such naned beneficiary shall survive the

retired teacher. (The nated beneficiary must be chosenuoet or before re-
tireient dIate.)

The retirement Incone payable under the above survivor options woul of
necessity be smaller than the regular retirement Income payable only during the
life of the retired teacher. Likewise the amount of Incone would vary with
the age and sex of the teacher and his beneficiary.

Tie following e.\amples show estimated monthly Incomes payable under the
two stirvlvorslilp options under certain age and sex assUlniptIons :
Male teacher retires at 05 ; female beneficiary also age 05: . Per month

Basic life income ---------------------------------------------- $100.00
Option No. 1: Estimated income during life of teacher or beneficiary. 71. 00
Option No. 2:

(a) Estimated income during joint lives -------------------- 83.00
then

(b) Income during lifetime of surviving nined beneficiary .... 41.50
Female teacher retires at 05; female beneficlary also age 65:

Basic life Income ------------------------------------------- 100. 00
Option No. 1 : Estimated income during life of teacher or beneficlary- 70.00
Option No. 2:

(a) Estimated Income during Joint lives ------------------- 88.00
then

(b) Inconmo during lifetime of surviving named beneficiary .... 44.00

STATEMENT ON H. R. 0000 BY THE IIoNORALFE JAMEs T. PATTERSON OF CONN.CrICUT

Mr. Chairman and members of the committee, there Is before this committee
for consideration and study,H. It. 6000, which "has received approval by the
House of Representatives. Although passage, at that time, was overwhelming

60805-50--pt. 2-62
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thiaro wtas, tot sty tito leatt it iiln t aaait (i 1111111ts 11H I ha'v mttidlass oftit 11iat
protvisilta vthitt al Int t to agisitI illa, 1110ma' iik ta eilo itttttat' iia W11ai01 II. It.

Itata1vi of at 1a1ttaaait y ofr th InI otattallie lita Watys 1111d t eatas.
Fort tis rvaltiaa it IN Ittiti 11111t tis toaai a'Wilt attiak1 Naital 4-11111190. 104

at.4 i tvim tli'ataa visttil sat No11a1ti tfita Saaal attois vi'at Ia a till, i t t..11111 of tit .
feren tainty baritng tatak tat tileI Iitatsaa anr att ti ttst toillt hi1 i.

liaapesatiaaItt Ives oItit tattt 0tati aitatt tat \sxaaaiatt tatta at4111ialat it-l'ar today
tot Ilaastat t11 ta tows a aas of Iniibr ltai 1a01 ta14 rgaiaalltiat with Ia taiat to svai iota
itiltiat t Ow ataat po o at 'itiatt T4.41Is 1111111i itatti I itIt'Ittfaa I prI Itta 1 t11 I11*1 itt'l' at lty

It-aVa'aaa bay rttiremaent systems. III tis Itistattato litt t(4aaaia'sH H1at111 a1411at% ' ltat
tiaiitts It% thio Fedaltta mtiiaisatttuity tysteat Allitttgl laavisht Is ttlo
fotr aataremtalaaa twftat covnta'aa' is griattta, Italt, ,arttaiaeat (if hatsty aiti ma aigt
wetll jeotiftaiite tilt piait itat ta of th o ntoaw stat istitt vit ith t ilt S4ttto mysioata, tviata
lilts parovedi onatistaraty tit iertoriuativtaa Ti'aa iaaiiaatil lites aro ftir atoro
toitniattat. tat te taa'tit tat hts.'i gratias, atatd thus atatttitist it ata tit 1tvt syst'aa
IN11is taoitait t11 11tattl posltit Iit IsN ttat fitatimp t tatat t lta iattalto wvill tttle
favt ahv hti aeqAett, and tal taiaily tatttid hat' 1wrt iaaal i lattao.

li ditin.tI 1 ol vi~ivtilatast Ithatl etaaasltitaatt ha e ia gaaitiitat I the ataiVIStat1tily
tat loitn gj tiat) AROg 1ia11i. tat tivas 11t141 tvittatvsm 1tatatot t1tali1 til'aitt% itta stat1Hu-
vivars tproavistions. tot W.t WViava tw t nat' etrt arnaing isawat' aitatas. itaougih t'iit'r
tilthi tar lte ttAiaallnat of aur' 94, M.t l atilt taa 1st11411t1i1a1a ittatta's V411110 t1110 ittg.1
Iat attatatast attety Iliothatte tt spito tor wtattlw Is blia tilt, tag.' tat (Il 111. ttal 1t1.4
depirivi,4t taof l im-1011tiatt lit Itie b latlos wichi wouldh taeruaa. Motst Antaitt
mta'a marry waaaaaat a tew yaTMts tiat Jaaaahr-aas at re'sult nott onlty I is 'atahaag
power lt'astiaaaed lay rehirentotat oat tiale tatne rat tage (IS, buat tit% Atttaliat grattatal
is irtadeai'atte for H4satsita shitoutid tiar spotaso IN) iast tatal d. I hltt twireal
tt raatanlif It, OW00) to thusa provided, taut waa preelatal fromt doing ao lay tile
,Ito atuaaaalatt" raitao tit tie 11o01190.

Youar itaratest conetattrtitto tat ttta'ao two paasAtlloleiliagoatit lit attarvislatas tat
IT. it. 1100 would tae flea'iay rapproetrteal.

THRa STATIC 0t? UITAtI,

S~i' all a Cal pitat FrltJ. 1110.
tletatttr lmatR? 1). TnoklAll,

MKAR SVNATna THtauAta I 114lteVta It 1i Itt, nta e .rest tat tt' tvaera of (toe
(iAtto tat 1Jhitailtt tiar Hvlte'aaloaeelat ita' revneaaataalaaa togAr tiat) Jotint coaaataaat-
too tat puablie emplloyee organlisationas tkit Uitt 11. R. 1001 Wa tatnetadeti asm
tollowst:

1. In meethoat 218 under atofiatiata strike out (0) of paaragrapa (5),
2. in tatetlon 218 aLrikat out (dI) (1) (line 10, paigo W, through tinle 17, pwago

M3) anta substtute:
11(7) Matri agreaent shall exaenao rall pauablic eatplatyatos lat iaaaslllaaa etaverm

by n retirement system, am previously deatiloul it mtittatltn (Ia) (4) of Mats
sect ion."

It tapperarli to me that theme amendments are necessary In rdter to protect
tiale int.'rtt oaf tile eatalathed teacher retrtrmtt systems. lit t10h, we tare
Interested t'atioeiaiiy lit protectng thle Uhtah Teachers Rtireaaaent Aatwoeataion
which iatst bo'on In operation for nearly 151 years.

Tiruasting you will alo whtat you cain to see tiaat these amndentlns rr accepted
by the 9011tato, I all)

Sincerely yours,
R. Avjjtm IATFMAN,

SUaafe S M~a'fttnefif of Pute 1"i~t wto
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NEW41 3Fi'W ST% h.~ I'ilNtIN'SI I Mt V0t UNV AS-I W I ION. 1 %4%, .%No NrKW vIitiivi
NVtAIT A NN(N AllIuN 01' Cl'II~ it V IN 0 PO14, I NC.

110% IL. It. 4IKllHolt) Htocll eitrty NIL.
HKN ATKI IN ANtCEo C MMIt-IC,

&Ieiilife O.ftltt 1111H411111,P 11t'nihingtoln. 1). V'.
I10NotiAlitIC Sills: 'i'lii, New Jersey Xt4itte hit lmeotei Itemei olitit Assoflitt hut,

Wet., mill tlti New Jerstey Hino Amsochto tit of t'beH of lotlive, toev., repreeiielt
tilt 1it~ett'~tittt)o 2,M0(N polir'otiiers In 111 nmiltrlm it I ot it New Jersey.

We nr lilt ilisi'i (it the exti'tustoit of tiiwtitt*Noollilty i o'erligv to polled ottiotu4o,
whlo 10e tuioieti of till exist l it irttlietit Nystelt tioelitime we varlo-tly lutleve
sitili covorigo would i11ojio'eIl~ive tuittioit,. I11tust o It saift tog titotit.

Tilt*- toito tlximiyer will ntot sitnd for mttpliortttug Will systemsR, tbor Is It eto.
tiiont orl jumt to e*Xpec(t tho tixtuo to (it0 so. Aproplos tlttu sititioit, modtiti
security would ittiuot otiboliti buitit of otit riht it uplon police ottloors, wilo
nro ituerptit lt outny K1ities, The foroltug of piolick otleers milter toditt Neit i-
th1y WioltId Ittovititiy ivalt to tlti tush tietil fir t it ownit lt-it penislion systemsI.
tN'giovimti o I he P'i'tertMtte ttgropeti'tt fim to covetuige.

Olt' swetlfil objt'l ions to sotehsiuty urillg Is ouittlit'd It follows:
( I1) t'resmot putiitv rollt tto HsysttoniN III till Stlitt'u Itoot 14111tu1itth1toti th l'

oif fire iieititto It protlide for tMoir emtployees.
(2 ) 'Iho ttenvi'ts utnder Ililt tyiiotto rtivilet 1111111 fo%- hulltiil tIbIIty.

old tige, itot mitrt'ttoutsltt tire beottir titithtti't)1( the livItito t Iii 1111t1i1vo Ot-
IttOPn t1i11ti the0 hiWA-ellts Miller tilt, iStll hciriy A0t wiit wits Nit ip
for inditla woi t~rkerst.

(It) Piltitt(P ('olttt1uyV4N linvi% granve tollifte t hit 1101113 $hitiN iiii1 Ntltlitltl~stollu
t hereof vanl aftford to tini hothI. premelm retirementt 53uiviotitit n moititlstwit-

rklt w o tIth , vIt. lttit till tot htiit r sitiiiai' (tp1011irtm h tttttIttisitt

(a) 'rit troltosnt illoer thill itll it to conttrihuttoti costs colttetlt.
11t11ti' tilt ttiitrli cos t th tIutt101ItIdut1it s the 3iiil- go bly . t11HiN
liititg it real hiniitdtitji #uit ltttttte Olllptoyoi'N -hu ntow,, titiutg to it riltit'-
Illlit Nyitti. its twoi teilti m tols t Ihe itttitv fro hIiut sittitry

(b) 'The ttroutics lighi'r hiteitu ulii'tu 11 ,tindrtl wm l ot ext'vet
those istil by puic tte iltretiiit syi'IN-1

1~ ort r Statte.
(P) Wie reo oiiii thtlibv 411 tltili'lllbti-P5 t-OV01tit by 11~ittte itr s1tll

division thereof reiremtentt oystem ltimtttild t, exelitei fromo the( bitt

(4) A referenidumntitty tike itm Into sottiti steettt'ty, bitt thte State or Mille
suitb vittlot nwty drop us oitt without a referentumt. If it Sttiti' withiiraliws

atty returnt of tuttit.
(51) I'litl i'tlioy~i'N (l110 tvht to interpose roty oltjeeotiutu to the exten-

slottit iuiui'tlt coverage itr biiti'ttts to thousie llo1 Nltitel coveredi 11itti
protected till thtoy are utndero ptlulic rettr'tti'tt systoi't, btt ttiiy mlost re-
lnetfitlly prty findi aisk thatt they bet excliudedl front covetilgo tid lit, Per-

milled~ to reinitt unttutirbo l it their presettt cotttrritiutt rights atntd extoc.
Itions thtit they now entjoy tattit hait they titiy continue to lok forwutril
to tilt timie f retiritettt untdir at trotintet hittbtit' retiremttnt slystemt

Wte theroitoro beg tiO Sottiti Financei'i Commttittee it) ittiorgi' rt,4'Ittt3' Ittrotute

atmonimnttt to It. I. WOO04 which wouldi iletitety exctitoo police ottluorut no(w
covered by it piettstontsutt fromo the pcope of thei bill ;iaid we remtpintfulty
urge thitt thti 'tte I-In otttttttinttee rcoentdetu ti citrute of action to the Settito.

flpetfittly sttbtnltted.
H~OWARDi J. PIIYANIIY,

I t eft it, Ne'o' Jerac1, State' I'nI.olmet'n' flet'olent Aitsuulout.

Ii',1'f eiu~'CEI~ Nmret Irsep Shtt Aissociation (if (Iileft of Vohito

SOCIAL SEVU11ITY REVISION
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IIA11l11, VT., Ilt'breoUry 8, 1,950.

hIttluelit you eouufor lilt 'scuatt, lFinuiis C'ommtt ee' to texempt firvitten from
soclill -set-1rity cetralge' . It. M1)(M). heilring February 1).

DA. .. .. I uoNI,CI fOt rAj1C(ATIONMPIN4 Ir.TES

His: We, tho uaulerslgnodt, represntig rte htutlanti Firenuett's Amsociation,
retipetfully urge that you meet with the Senate hInnee Connnitteo ande etxprs
olepoelt Ion to the Ihouse bill 13t5. net we don't fNO that our itimbortillip will bone.-
lit by being included lit the soclai-accurity law. We havo a peatelon plan it p ires-
ent which let suitable, mnil we have opliortuity frotuIime to Wolle to Improve It.
It Is our belie-f that thet committee 1. to unee't February 9), 1950.

htesixvctfully yours,
ICHuARDf ALt BIARRON.

1'reauttint.
Jo it W. It Aitiutrr,

BLVu'u'KL.t VA., P~ebe'unry,. , 1050.
Senator At!. Yel. NK~u.Y,

Va1tt Matie Senlato:
tirge you Confer with 84ena1to pfiitico Committee ont It. II. O0t) andi request

tirommiu be e.xenept frm socitseettrity coverage.
IMLoc 347, INRriATIONAI, AsoviArloN oP FlicK Ftrlut,
C. H~. WVvNN.C kSrtary VI

Ilon hImir At.Nv~~yFAIltlmior, WV. VA,, Febroauri 2. 19.50.

Rentate Offltt' llathttng, Waeahhiptwu, D. C.:
In regard social-useturity animmulaent, known ame 11. It. 1100, please he advised

that ateiberet of liuittt Fire Dlmiprtunent hope to nmiuttin their p~rese!nt peu.
alonj system and askc %our support lin tualin the nunendmuent read: "Such agree-
mleuut sln1uil exclkide aill public emplloyees in lilonet covered) by at retirement sys.
temat; t previously detinesi in subsetion (Bi) (4) of the section."

ALt)f.31,
HtAlvut1 I Utr,

President.
ATLuxsT 0. ANOKLILLT, Jr.,

Secretary.

INTERNATIONAL A8600IATI0N OP F~IRM FzenmUSs, LToAL No. 80,
lion. t. M.Naiia C1*4 tburg, IV, Vcs,Jatttir 07, 1950.

Ssn ate,, Mi~shitngteA, D. 0.
IsAlt StIR: Weo havoc heartl thatt hearings on 11. R. 0000 before the Senate

Flinnep Uonnnittee will begi onl about'Jaittttry 10I and continue Into the month
of February.

Wo would like for you to use your Influence to have 11, R. 000 amentled as
follows:I

Strike out section 218 (D) (1) (beginning with line 10, pago 82, to antdu Includ.
iutg line 17, ptage 83) aind substitute therefore the following tigriupli:

"(7) Such agreement shatll exclude allpublic employees lin positions covered by
a retirement utystent, its previously defined In'subsection (11) (4) of the section."
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We feel (hot we will he better off renilnihg lI our owi retirement system;
I herefor,, by aminenidling 11. It. 11410), we will be exenmipt front Itie bill.

Vlslhlitg for you t lit hest of uck, we reiilnhi,
Very truly yours,

D. M. I1rNiit,
Clarksburg 1,'rCinen Local No. 89.

E ANAWIIA (oUNTY ]IiUCt'ATION ASioi'iATluuN, WST V1iIIi NIA,Cha rhkston, 11%. Vs., J1111t1rly 11, 11!,50.
Spiillioi M|A'17rIW M. NF.y.a.

UliJt-Iu i'qtlca Senlte, Washtigtoi, D. V.
)AiI SrNATo1: We urge you to muplort these ehaiages 1in II. It. 0000:
lit section 218 ulider "delliiItlons" strike out (c) of lIaragraulih (6).
in section 218 (d) (1) (line 10, p. 82, through liae 17, 1). 83) and substitute:
"(7) Such agreement shall excludeoall public employees Ii positions covered by

a retirement system, as previously defincil ii subsection (b) (4) of tits section."
Yours very truly, RtUTH[ A. JrrprE.RA. lPreide't.t

iOAiR OF ItUCATION,
COUNTY Or Wool),

Purkeraburg, IV. Va., Jamiary .0, 1950.
Senator MAWraZWM M. Niuxy,

Uilted States S ¢ato, WlsliMgton, D. 0.
DicAn SzNATOn NKLy: lecauso of the effect which It would have on the Wood

County teachers retirement systbia, as well as the West Virginia teachers retire-
lent systenh teachers lia the public schools of Wood County are opposed to H. R.

(1000. Unless ineeId so tht such places as this county, having uldequate retire-
llaelat provisions already estubllsled for teachers, are exenapted front the effects
of this bill.

We favor Its passage only If anended as follows:
1. li seclion 218 under "dell*ltlims" strike out utt (e) of iaragraph (5).
2. Ii sectliou 218 strike out (d) (1) (ltiao 10, p. 82, through line 17, p. 834) aald

substitute:
"(7) Much agreetnnt shall exclude all public employees In positions covered

by a retirement system, its previously defined In subsection (b) (4) of this
section."

Your record of constant support of school aieasures Is apprecited, and we trust
tlat you will not support II. IL I0M0 as passeI by the House of RepresentatIves.

Very truly yours,
E0. 8. SHANNON,

Suprenteadcnt, Wood 0ountly Schools.

FitATK3NA. Oaaur oF POAcI,
MOUNTAINrwa TA)Db NO. 78,

Olarkbuarg, IV. VIa., Janauarj S4, 1950.
Senator %IATrIiiKW At. NKxi.Y,

Senate Offoo Buidfio, Washington, 1). 0.
DsAu Szi'roa NzzLY: It has come to our attention that there Is a bill coming

up, II. R. 000, a retirement system under socl security, which would do our
organization usore harm than good.

It Is our belief that members of our organhimtion are better off under our present
retirement system because th retirement allowances are higher than those of
social security, ad because they ctan retire at a1a earlier ago. However, we are
not against tie extension of social security to those who do tiot have a pension
system.

Our request Is:
Strike out section 218 (d) (1) beginning with line 10. page 82; to and Including

line 17, page 83; and substitute the following paragraph:
"(7) Such agreement shall exclude all public employees In positions covered

by a retirement system, as previously defined In subsection (b) (4) of this
section."
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We do hope that you will do all in your power to help us keep our present
retirement system.

Please let us hear from you.
Sincerely yours,

VIRUa. .J. SIIACK,
Presidctt, Fratrnal Order of Police, Mot(inecr Lodge No. 79.

IFuAT.'NAL OltDn-R OF POLICE,
FRIENDLY CITY IAiOE No. 119,

Fairmont, IV. Va., January 25, 1950.
Hon. MATrIIEW M. NELT,

Senate Office Building, Washington, D. (7.
DrAn SENATOR: We were advised by our national organization that H. R. 0000,

the proposed social security amendment now pending before the Senate Finance
Committee, will affect the present police pension systems.

It is our belief that police officers, who are members of a retirement system,
are better off remaining in that system because the retirement allowances are
higher than those of social security, and because they can retire at an earlier age.
We are not against the extension of social security to those who do not have a
pension system..

Trusting you will give this careful consideration and kindly Include the follow-
Ing amendments proposed to bill:

Strike out section 218 (d) (1) (beginning with line 10, p. 82, to and including
line 17, p. 83) and substitute therefor the following paragraph:

"(7) Such agreement shall exclude all public employees in positions covered
by a retirement system, as previously defined in subsection (b) (4) of this
section."

Thanking you in advance for your kind cooperation.
Very truly yours,

Hf. B. SQuiREs, President.
CAUL I. CAIN, Sectory.

KINOWOOD HIomi ScnmOo,
Kin good, It'. Va., January SO, 1950.Mr. MArmRW M. NEF.LY,

Senate Office Building, Washington, D. 1,.
DEA.4 MIR. Nzax.%: The people in my county are greatly concerned about H. P.

6000 that Is now under consideration In the Senate Finance Committee. As you
know, we have worked hard in West Virginia for a satisfactory retirement sys-
tem for teachers, and we cannot afford to have it destroyed.

Please use your influence to have the bill under consideration exclude all
teachers and other public employees now covered by a retirement system from
this bill on Federal social security.

Thank you very much for anything that you might ddi for us.
Yours very truly,

GRAcE 1. MAUST,
President of Ole Preston Countyj Education Association.

CITY OF WILITAM5ON PoLIcE DEPARTMENT,

M. M. Nzimy, li'flliamnson, IV. Va., January 29, 1950.
United States Senator, Washington, p. (7.

Du SEtNATOR Nmy: I am writing you asking that you use your influence to
have H. H. 6000 amended as follows:

Striking out section 218 (d) (1) (beginning with line 10, p. 82, to and include
line 17, p. 83) and substitute therefor the following paragraph:

"(7) Such agreement shall exclude all public employees in positions covered
by a retirement system, as previously defined in subsection (b) (4) of this
section."

It is my belief that police officers, who are members of a retirement system,
are better off remaining in that system because the reircment allowances are
higher than those of social security and because they can retire at an earlier age.
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1 atit not nlgainst the extensloll of s0(il security to those who do not have a
pension system.

'lease remember that I ainl Oi retirvinent systevn at .$85 rsr in nth, and I feel
this Is more thtu I would get under sovi.hl security. Thanking you for any
service you call w helping us on tills bill.

Very truly yours.
P. 11. MAYNARD.

"RA1ERNAl. (hRIFI'O I'OOICE,
NOli I) llN I'ANHAND E LoauE, No. 84,

I''irton, It". Va., January 21, 19,50.
Ilhn. M. Al. NEEFLY,

United Stlttcs ,'cnator, Washington, 1). V.
IIONORAaI.E SIR: On tht 12th day of .hamary 1150, at a iaeeting of our lodge

we discussed H. It. 6000, which Is up for co1sdt, rating by the Senate Fiilice
Committee.
The discussion resulted lin the unallious adoption of a resolution expressing

the attitude of the lodge as being defillitely oIlpomi to the provlsion of it. It. 61NJ0
while may nle)n an end to our retirennt system which is far btter than that
proI)Osed in 1I. It. M00.

Accordingly we sincerely and hopefully urge you to voice olur opposition in the
lrticular mentioned If you get an opportunity so to do and that you urge that
H. It. 60) be amended as follows:

Strike out settIon 218 (d) (1) (beginning with line 10, p. 82,,to and Including
ihie 17, p. 83) and substitute therefor t1w following paragraph:
"17) Such agreement shall exclue all iublie employees it positions covered by

a retirement system, as previously defined in subsection (b) (4) of this section."
We thank you in advance for your favor In tis regard.

Respectfully,
PANIIAND.E POLICE IA)DoE, No. 84,

By JonN ('OULTER, President.
Attest:

TONY ORLANDO, Secretary.

CITY OF MARTINSBURO POLICe DEPARTMENT,
Martinsburg, IV. Va., January 24, 1950.

HOn. M. M. NFFIY,
United States Senate, Washington, D. 0.
DEAR SENATOR: We have just received word from Washington which Indicates

that hearings on 11. It. 1)00 before the Senate Finance Committee will begin on
January 10. In view of this, the members of Berkeley-Jefferson Lodge 83, Frater-
nal Order of Police, have requested me, as secretary, to solicit your Influence
to have this bill amended as follows:

Strike out section 218 (D) (1) (beginning with line 10, p. 82, to and Including
line 17, p. 83) and substitute therefor the' following paragraph:

"(7) Such agreement shall exclude all public employees In positions covered
by a retirement system, as previously defined in subsection (B) (4) of this
section."

We believe that police officers, who are members of a retirement system, are
better off remaining In that system. However, we are not, in any way, against
the extension of social security to those who do not have a pension system.

Your support In this Instance will be more than appreciated by each and every
member of this organization.

Yours most sincerely,
H. KENNETH CusIiwA,

Seeretary-Treasurer Ber-cley.Jefferson Lodge 83,
Fraternal Order of Police.

CrARKsBuso, W. VA., January 31, 1950.
lion. MATrniW 51. NEELY,

Senate Office Building, Washington, D. 0.
DEAR MR. NF.LY: I have been Informed that they have a bill in Oongresa

to put employees of municipalities under social security. I don't know anything
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aboat the bill its I have never seen one aind they will force me to go oil tile
pension it September at the age of (5.

The city of Clarksburg would never allow is to Iay into the social security as
we have it pension tlatn that pays us $100 a inoutlh which I have paid Ihto for
years and have depended ulon this after my retirement. Is it possible that the
firemen and policemen could be exempted and left under the present plenslon plat
that Is already set up for them i West VirginiaI

I would appreciate an imimedite reply oi this matter if possible. TImkng
you for your kindness amid consideration of this bill. I have over 29 years service
with the ('larksnburg Fire Delmrtment.

Yours truly,
C. F. Hines, Fireman

(Whoreupon, at 4: 10 p. m., omlnay, February 1:3, 1950, tle corn-
Itmittee recessed to reconvene Monday, Febrtry 2(, 1950, it 10it a. In.)
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